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Cellularline Group Highlights Net revenues for 2022
137.6 Million EUR

(d =
,\Q years of history @ employees Reggio Emilia Revenues from Sales by product line Total Revenues from Sales 100%

J g/ I

Red Black Blue Others

locations @ product lines
ltaly, in, F ] countries
aly, Spain, France Red, Black, Blue

Switzerland
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80,0% 5,7% 14,0% 0,3%

I@l of the annual turnover
come from products

ordersshipped -
warehouse worldwide Iyaeuar:ched in the same

Revenues from Sales by geographical area Total Revenues from Sales 100%

Linee di prodotto Italy T 52,3%

International i a47,7%
Red 2D Black Blue
accessories DQO products and products
for multimedia accessories for marketed under
devices the world of brands not
motorcycles and owned by the
bicycles Group
2022 net
Adj. EBITDA Adj. net result financial debt
16,6 million 5.7 million 40,4 million
% of revenues % of revenues 2021
12% 4,1% 37.4 million

Change
+3,0 million
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1.2 CORPORATE DATA, GROUP COMPOSITION, ADMIN

Corporate
data, Group
composition,
Administrative
Body,
Shareholder
disclosure

Founded in Reggio Emilia in 1990, we are
European leaders in the field of accesso-
ries for smartphones and tablets; we are
a technological and creative point of refe-
rence in the market of accessories for mul-
timedia devices.
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Cellularline S.p.A.
Registered Office

Via Grigoris Lambrakis 1/a
42122 Reggio Emilia (RE)
ltaly

Legal information

share capital Euro
21,343,189 fully paid-up

VAT reg. no. and Tax Code
09800730963

Economic and
Administrative Register
RE-315329

Certified e-mail address
spa.cellularline@legalmail.it

ISIN: IT0005244618

Corporate website
www.cellularlinegroup.com
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Group composition

The Group consists of the following
companies:

Cellularline S.p.A., a company incor-
porated under lItalian law with registe-
red office in Via Lambrakis 1/a, Reggio
Emilia (Italy), Parent Company operating
in Italy and abroad in the sector of de-
sign, distribution (including of products
not under its own brand) and marketing
of accessories and devices for multi-
media products (smartphones, tablets,
wearables, audio products) and for con-
nectivity in motion (in the car and on
motorcycles/bikes), which includes a
permanent establishment located in Pa-
ris at number 91, Rue Du Faubourg Saint
Honoré (France). The latter represents a
fixed base with three employees who
carry out purely business activities and it
is aimed at managing relations with cu-
stomers in the French market;

Cellular Spain S.L.U., a company incor-
porated under Spanish law with registe-
red office in C/ Newton, 1 edificio 2 nave
1, Leganés (Madrid), a wholly-owned
subsidiary, which distributes the Cellu-
larline brand to the Spanish and Portu-
guese markets;

Cellular Inmobiliaria Italiana S.L.U., a
company incorporated under Spanish
law with registered office in Cl. Industrial
no. 50 Sur Edificio 2 Nave 27, Leganés
(Madrid), a wholly-owned subsidiary
which owns a property - formerly the he-
adquarters of Cellular Spain - currently
leased to third parties;

Cellular Immobiliare Helvetica S.A.,
with registered office in Lugano, Via Fer-
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ruccio Pelli no. 9 (Switzerland), a whol-
ly-owned subsidiary, which owns the
property leased to the business com-
pany Cellular Swiss S.A.;

Pegaso S.r.l., a company incorporated
under ltalian law with registered office
in Via Brigata Reggio 24, Reggio Emilia
(Italy), acquired on 3 April 2019 and a
100% subsidiary that owns - as a holding
company - 100% of Systema S.r.l.;

Systema S.r.l., a company incorporated
under ltalian law with registered office
in Via della Previdenza Sociale 2, Reggio
Emilia (Italy), 100% of which is indirectly
owned through the equity investment
held in Pegaso S.r.l.; Systema operates
in the European market for mobile pho-
ne accessories for telecommunications;

Worldconnect AG, a company incor-
porated under Swiss law with registe-
red office in Diepoldsau, Switzerland,
an 80%-owned subsidiary, is the world
market leader in premium travel adap-
ters. Founded in 2002, the company -
through its trademarks SKROSS and Q2
Power and leading OEM partnerships
- operates internationally with a vast
range of products comprising multiple
travel adapters, specific adapters for in-
dividual Countries and power periphe-
ral devices;

Coverlab S.r.l, a company incorporated
under ltalian law with registered office
in via Flaminia Conca 35, Rimini, control-
led for 55%, is an e-commerce company,
operating - through its proprietary web-
site www.coverlab.com - in the custom
segment of smartphone accessories un-
der the brand Coverlab.
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Subliros SL, a company incorporated
under Spanish law with registered office
in C/Jacquard 97, Sabadell (Barcelona),
controlled for 80%, is an e-commerce
company, operating - through its pro-
prietary website - in the custom seg-
ment of smartphone accessories under
the brand Allogio.

Cellularline USA Inc., a company incor-
porated under the laws of the United
States with registered office in 350 5TH
AVE FL 41, New York, is a wholly-owned
subsidiary, which distributes Cellularline
Group products in the USA and in Ca-
nada.

Cellular Swiss S.A., a company incor-
porated under Swiss law with registered
office in Route de Marais 17, Box No. 41,
Aigle (Switzerland) a 50%-owned asso-
ciate, which distributes the Cellularline
products in the Swiss market.
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Group structure

Cellularline S.p.A. - Associates Subsidiaries
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Corporate and control bodies Shareholder disclosure

Company listed on the Telematic Stock Market - STAR segment managed by Borsa
ltaliana S.p.A. Alphanumeric code: CELL

The share capital amounts to Euro 21,343,189 divided into 21,868,189 ordinary
shares (ISIN: IT0005244618). There are also 6,130,954 outstanding warrants (ISIN:

Board of Directors

Antonio Luigi Tazartes Chairman ITO005244592).
Christian Aleotti Deputy Chairman and Chief Executive Officer
Marco Cagnetta Chief Executive Officer
Giorgina Gallo Independent Director
':‘Ibem Grignolo Independent Director Table of significant shareholders (situation as at 31.12.2022)*
aola Schwizer Independent Director
Davide Danieli Director
Marco Di Lorenzo Director
Cristian D'lppolito Director Shareholder % of share capital with voting rights
Gaia Guizzetti Director
Carlo Moser Director Christian Aleotti 8,81%
Pa.ola Schwizer Chairwoman anc?l Independent Director Quaero Capital S.A. 6,80%
Giorgina Gallo Independent Director
Alberto Grignolo Independent Director

*Shareholders holding more than 5% of the share capital with voting rights

Appointments and Remuneration Committee

Giorgina Gallo Chairwoman and Independent Director
Paola Schwizer Independent Director
Cristian D'lppolito Director

Related Parties Transactions Committee

Paola Schwizer Chairwoman and Independent Director
Giorgina Gallo Independent Director

Alberto Grignolo Independent Director
Supervisory Body

Anna Doro Chairwoman

Fabrizio Capponi Member

Ester Marino Member

Board of Statutory Auditors

Cristiano Proserpio Chairman

Daniela Bainotti Standing Auditor
Paolo Chiussi Standing Auditor
Guido Prati Alternate Auditor
Stefania Bettoni Alternate Auditor

Independent Auditors
KPMG S.p.A.
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Our history
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1990
Our o o

Cellular Italia
S.p.A.is created

history

“The Reggio
Emilia-based
company Cellular
Italia S.p.A.,
founded in 1990
as a distribution
company for

the first mobile
phones, launched
the Cellularline
brand in the
1990s”

2019 ¢

Historic move to the MTA
market, STAR segment
managed by Borsa Italiana
S.p.A. & acquisition of
SYSTEMA, a company
specialising in the
international telephone
operator sector by
supplying accessories for
smartphones.
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2010

)

O

A complete range
of mobile telephone
accessories is
developed.

Tl |

(R E]

ll”!‘!li

Cellular Italia
becomes a group,
also expanding its
leadership into new
distribution channels
and new product
segments.

2015

S

Cellular Italia reaches
distribution in more
than 50 Countries
worldwide.

2011

The Interphone Business \
Unit is created, dedicated

to the development

and marketing of
communication tools and
accessories dedicated to

the world of two-wheelers.

4

Business Combination

with Growth and listing

on the ltalian stock
exchange (AIM)

O

| g

The company reaches
a European leadership
position on the mobile
device accessories
market.

L Capital (Private Equity fund
supported by LVMH) acquires
the majority of the company,
thereby launching an important
growth project.

\ |
L.
2022
()

Three-year agreement
with Altec Lansing

for the co-design,
production and
distribution of audio
products for the
European market.
Acquisition of
WorldConnect AG, the
global market leader
in premium travel
adapters under the
Skross brand.

20

Acquisition of
Coverlab, a brand
with entirely online
development and
distribution, and the
leading manufacturer
of customised covers
in Italy.

S

Acquisition of 80% of
Subliros SL, a Spanish
e-commerce company
operating in the
custom smartphone
accessories segment
under the brand name
Allogio, and signing
of the acquisition of
60% of Peter Jaeckel, a
major German player
in the smartphone
accessories sector.
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YOUmanizing
the devices’

This purpose clearly embodies our firm belief that it
is the human being who makes the difference and not
just technological development. Intercepting the new
needs and requirements of end-users through sustai-
nable innovation and know-how is at the core of the
Group's activities. Indeed, it is the virtuous interaction
between human and technological components that
can make the difference for a healthy development.

In this sense, humanising the technological experience
and making it accessible to everyone takes on a solid
and pragmatic meaning of social and environmental
responsibility that the Cellularline Group takes on.
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Manifesto

We believe that without humanity, the
power of Digital is nothing.

We believe in intuition, serious skills
and continuous improvement in
technology and people.

We believe that the real value of
a product lies in the study and in
the design of ingenious features,
because they are based on real
needs: yours.

We believe in partnership and in
synergistic processes that allow to
design better solutions, because
shared.

We believe that respect is only such if
it is 360° and supported by concrete,
measurable and transparent actions.
Like ours.

We believe that innovation, in order to
be real, must be Youman: accessible
to everyone, and provide solutions for
everyone, including you.

CORPORATE PRESENTATION AND ANNUAL FINANCIAL REPORT
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Vision
and Mission

Our business lays its foundation in cre-
ating value for two main categories of
stakeholders. This is why we decided to
customise our vision and mission, cre-
ating two different cutaways that more
properly define our ambitions and how
we intend to achieve them.
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Consumer Vision £

To become the leading Brand Group in the digital de- 5
vice accessories market, recognised for its ability to AN
create effective, simple and sustainable solutions.

Mission

To feed a synergistic offer of Brands that, starting from
people's needs, design and realise functional and su-
stainable solutions in order to make people live the full
potential of the digital experience.
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supply conditions

Production and incoming
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[CELLULARLINEGROUP]

N

Introduction

The Cellularline Group (hereinafter the "Group" or the "Cellularline
Group") is one of the main operators in the smartphone and tablet ac-
cessories sector in the EMEA area, as well as a market leader in Italy;
moreover, the Group ranks, by volume, among the top operators in
Spain, Switzerland, Belgium, Germany and Austria and boasts a strong
competitive position in the other European countries.

The consolidating company (Cellularline S.p.A.) is the result of the mer-
ger (the "Business Combination"), that took place on 28 May 2018, of
Ginetta S.p.A. and Cellular Italia S.p.A. into Crescita S.p.A., a company
listed on AIM ltalia, the Alternative Capital Market organised and mana-
ged by Borsa Italiana S.p.A. until 21 July 2019.

On 22 July 2019, Cellularline was transferred to the Mercato Telemati-
co Azionario - STAR segment - of Borsa Italiana S.p.A..

CORPORATE PRESENTATION AND ANNUAL FINANCIAL REPORT
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Methodological

This Directors' Report provides infor-
mation on the financial position, perfor-
mance and cash flows of the Cellularline
Group relative to the year ended 31 De-
cember 2022, compared with the prior
year figures as at 31 December 2021.
Amounts are expressed in thousands of
euros, unless otherwise indicated.

The amounts and percentages were cal-
culated in thousands of euros and, there-
fore, any differences in certain tables are
due to rounding.

Accounting

This 2022 Director's Report was prepared
in accordance with the provisions of art.
154-ter, paragraph 4 of Legislative De-
cree no. 58/98 of the T.U.F. [Consolidated
Finance Law] - and subsequent amend-
ments and additions - in compliance with
art. 2.2.3 of the Stock Exchange Rules. The
accounting policies and criteria adopted
are consistent with those used for the an-
nual consolidated financial statements as
at and for the year ended 31 December
2021. In order to facilitate an understan-
ding of the Group's economic and finan-
cial performance, a number of Alternative
Performance Indicators ("APIs") were iden-
tified, as defined by the ESMA 2015/1415
guidelines. For a correct interpretation of
these APIs, the following should be noted:
(i) these indicators are based exclusively
on the Group's historical data and are not
indicative of its future performance, (ii) the
APlIs are not required by IFRS and, though
derived from the consolidated financial
statements, are not subject to audit, (iii)
the APIs should not be considered as sub-
stitutes for the indicators provided for in
the IFRS, (iv) these APIs must be read to-
gether with the Group's financial informa-
tion in the annual Consolidated Financial
Statements; (v) the definitions and criteria
adopted to determine the indicators used
by the Group, as they are not provided for
by the IFRS, may not be consistent with
those adopted by other companies or
groups and, therefore, may not be com-
parable with any indicators presented
by such parties, and (vi) the APIs used by
the Group are drawn up according to a
continuous and consistent definition and
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presentation for all the periods for which
financial information is included in the an-
nual Consolidated Financial Statements.
The APIs shown (adjusted EBITDA, adju-
sted EBIT, adjusted consolidated profit
(loss) for the year attributable to owners of
the parent, adjusted cash flow from ope-
rations, adjusted net financial indebted-
ness, adjusted net financial indebtedness/
adjusted LTM EBITDA, cash generation
and cash conversion ratio) are not identi-
fied as indicators under IFRS and, there-
fore, as explained above, should not be
considered as alternative measures to
those provided in the Group's financial
statements for the assessment of the eco-
nomic performance and the related finan-
cial position. Certain indicators defined as
"adjusted" are reported in order to repre-
sent the Group's performance and finan-
cial position, net of non-recurring events,
non-core operations and events linked to
non-recurring transactions, as identified
by the Group. These indicators reflect the
main financial statements items, net of
non-recurring income and expense that
are not strictly correlated with the Group's
core business and operations, and the-
refore allow a more consistent analysis
of the Group's performance in the years
considered in the Directors' Report.
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Main financial and
performance indicators’

(In thousands of Euro) Year ended

Indicatori economici dell’'esercizio 31 December 2022 31 December 2021

Revenue 137.644 110.575
Adjusted EBITDA? 16.636 16.120
Adjusted EBIT? 10.253 10.738
Loss for the year attributable to owners of the (75.166) (3.846)
parent

Adjusted proflt/(loss‘)1 for the year attributable to 5702 7 449
owners of the parent

(In thousands of Euro) Balance at

Financial indicators 31 December 2022 31 December 2021

Cash flows generated by operating activities(*) 4.889 19.072
Net financial indebtedness 40.384 37.351
Net financial indebtednes® 40.384 36.125

Adjusted net financial indebtedness/Adjusted LTM

EBITDA? 2,4x 2,2x

(*) In order to provide better comparability, some items for FY 2021 have been reclassified.

For more details on changes in cash flows generated by operating activities, please re-
fer to paragraph "7. Statement of Financial Position" included in this Directors' Report.

1 Adjusted indicators are not identified as IFRS indicators and, therefore, should not be considered as an alternative measure for the assessment of the Group's results.
Since the composition of these indicators is not regulated by IFRS, the Group's calculation criterion applied may not be consistent with that adopted by other companies
or that may be adopted in the future by the Group, or created by it, and thus not comparable.

2 Adjusted EBITDA is the Consolidated EBITDA adjusted by (i) non-recurring expense/(income), (ii) the effects deriving from non-core events, (iii) the effects of events
associated with non-recurring transactions and (iv) exchange gains/(losses).
3 Adjusted EBIT is the operating profit adjusted by (i) non-recurring expense/(income),) (ii) the effects of non-core events, (iii) the effect of events associated with non-re-

curring transactions and (iv) adjustments of depreciation relating to the purchase price allocation procedure.

4 Adjusted profit for the year attributable to owners of the parent is calculated as the loss for the year adjusted by (i) adjustments in adjusted EBITDA, (i) the adjustments
of depreciation relating to the Purchase Price Allocation, (ii) adjustments of non-recurring financial expense /(income) and (v) the theoretical tax impact of these adjust-
ments.

5 Adjusted net financial indebtedness is adjusted by financial liabilities for warrants.
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Market performance

The market the Group operates in is characterised by seasonal phenomena that are
typical of the market of electronic products and accessories. Sales are higher in the se-
cond half of each year, with a peak in demand near and during the Christmas period.
The EMEA market context of accessories for smartphones below EUR 100 - which is
the one in which the Group mainly operates - showed an upward trend in 2022 com-
pared to the previous year, registering an increase of approximately 12%, despite the
generalised adverse economic situation from the second half of 2022. The trend was
positive in all major European markets, with significant increases in the French (+11%
year-on-year 2021) and German (+15% year-on-year 2021) markets.

6¢|roup performance

The income statement tables presented in this Directors' Report were reclassified in
accordance with the presentation methods that the Directors believe best represent
the trend of the Group's operating profitability.

Reclassified Income Statement

Of which % of Of which % of

(In thousands of Euro) 2022 relat.ed e 2021 relat_ed el
parties parties

Revenue from sales 137.644 5.120 100% 110.575 4.238 100,0%
Cost of sales (84.218) -61% (62.363) -56,4%
Gross profit margin 53.426 38,8% 48.212 43,6%
Sales and distribution costs (30.235) -22,0% (26.334) -23,8%
General and administrative costs (101.272) (12) -73,6% (30.407) (11) -27,5%
Other non-operating revenue 1.787 1,3% 3.372 3,0%

Operating loss (76.294) -55,4% (CALY)]

CORPORATE PRESENTATION AND ANNUAL FINANCIAL REPORT
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* of which PPA amortisation 6.463

* of which impairment losses on the customer
relationship

* of which impairment of goodwill 75.425
* of which non-recurring expense 2.731
* of which exchange gains 1.928

Adjusted operating profit/loss (Adjusted EBIT)

* of which depreciation and amortisation

(excluding PPA amortisation) 6.384

Adjusted EBITDA

Financial income 1.632
Financial expense (2.287)
exchange gains 2.095
Gains on equity investments 38
Loss before taxes (74.816)
* of which PPA amortisation 6.463

* of which impairment losses on the customer
relationship

* of which impairment test on goodwill 75.425

* of which non-recurring expense 2.731

* of which fair value impact on the warrants

and put / call (1.514)

Adjusted profit before taxes 8.289

Current and deferred taxes (349)

Loss for the year attributable to owners of

the parent (75.166)

* of which PPA amortisation 6.463

* of which impairment losses on the customer
relationship

* of which impairment test on goodwill 75.425
* of which non-recurring expense 2.731
. . . .

of which fair value impact on the warrants (1.514)
and put & call
* of which tax effect on the above items (2.237)

Adjusted profit for the year attributable to

owners of the parent

[CELLULARLINEGROUP]

4,7% 6.432 5,8%
0,0% 7.174 6,5%
54,8% - 0,0%
2,0% 1.902 1,7%
1,4% 387 0,3%

4,6% 5.382 4,9%
12,1% 14,6%
1,2% 2 0,0%
-1,7% (2.126) -1,9%
1,5% 603 0,5%
0,0% 122 0,1%
-54,4% (6.556) -5,9%
4,7% 6.432 5,8%
0,0% 7.174 6,5%
54,8% - 0,0%
2,0% 1.902 1,7%
-1,1% 573 0,5%
6,0% 9.525 8,6%
-0,3% 2.710 2,5%

-54,6% (3.846)

4,7% 6.432 5,8%
0,0% 7174 6,5%
54,8% - 0,0%
2,0% 1.902 1,7%
-1.1% 573 0,5%
-1,6% (4.786) -4,3%
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6.1

Consolidated revenue

In 2022, revenue from sales, amounting
to EUR 137,644 thousand (EUR 110,575
thousand in 2021), increased by EUR
27,069 thousand (+24.5%). In this re-
gard, the following events should be
noted: 2022 was the first year in which
Coverlab S.r.l., a company acquired in
mid-2021, contributed the entire year to
consolidated revenue with a net effect
of EUR 1,244 thousand. Net of EUR 179
thousand resulting from the change in
the scope of consolidation due to the
additional contribution of the newly ac-
quired Subliros S.L. (consolidated from
November 2022) - of the newly establi-
shed Cellularline USA (established in
May 2022) - organic revenue therefore
amounted to EUR 136,221 thousand.
Compared to the previous year, the ge-
neral trend in revenue was positive, as
a result of the overperformance of the
Red and Blue product lines compared
to the previous year, while the Black line
recorded a slight downturn. This perfor-
mance, although positive mainly due to
the gradual recovery of the economic

6.1.1

Revenue from sales by
product line

The Group designs, distributes and
markets a wide range of products
divided into the following product
lines:
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environment following the overcoming
of the pandemic situation in Italy, was
affected during the year by the outbre-
ak of the conflict between Russia and
Ukraine, which arose at the end of Fe-
bruary 2022. This event, of an extraordi-
nary nature and magnitude, had direct
and indirect consequences on econo-
mic activity and contributed to creating
a context of general uncertainty, the ef-
fects of which on (i) supply chains, (ii) the
development of demand on internatio-
nal markets and (iii) inflation and interest
rate trends cannot be considered to be
over. Considering the continuous evolu-
tion of the international context, the po-
tential prospective economic and finan-
cial effects of these phenomena cannot
be determined at present and will be
constantly monitored in the near future
by management.

The healthy balance of sales between
ltaly and abroad was confirmed, with
the latter reaching 48% of total revenue
(46% in 2021).

(i) Red line, including accessories for mul-
timedia devices (such as cases, covers, phone
holders for cars, protective glass, power sup-
ply units, portable chargers, data and charging
cables, headphones, earphones, speakers, wea-
rable technology products and travel adapters);
(i) Black line, including all products and
accessories related to the world of motorcycles
and bicycles (such as, for example, intercoms
and supports for smartphones);

(iii) Blue line, which includes all the pro-
ducts marketed in ltaly and abroad, not under

the Group's proprietary trademarks.
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The following table shows revenue, broken down by product, for the years considered:

Revenue from sales by product line

(In thousands of Euro) Year ended Change

2022 % of revenue 2021 % of revenue A %
Red - Italy 49.290 35,8% 46.023 41,6% 3.267 71%
Red - International 60.764 44.1% 43.132 39,0% 17.632 40,9%
Revenue from sales - Red 110.054 80,0% 89.155 80,6% 20.899 23,4%
Black - Italy 4.059 2,9% 3.970 3,6% 89 2,2%
Black - International 3.752 2,7% 4.154 3,8% (402) -9,7%
Revenue from sales - Black 7,3% (313)
Blue - Italy 18.099 13,1% 9.086 8,2% 9.013 99,2%
Blue - International 1.201 0,9% 3.752 3,4% (2.551) -68,0%

Revenue from sales - Blue 19.300 14,0% 12.838 11,6% 6.462 50,3%

Other - ltaly 478 0,3% 458 0,4% 20 4,4%

Revenue from Sales - Others 478 0,3% 458 0,4% 20 4,4%

Total Revenue from sales 137.644 100,0% 110.575 100,0% 27.069 24,5%

the Red Line, which represents the Group's core business, recorded a marked increase over the pre-
vious year of 23.4% (EUR 110,054 thousand in 2022 compared to EUR 89,155 thousand in 2021). In
2022, sales of the Red line accounted for approximately 80.0% of total revenue, in line with the previous
year. Growth was driven by the recovery of demand in international markets (+40.9%) thanks to the
contribution of both Cellularline and SKROSS branded products;

the Black Line recorded sales of EUR 7,811 thousand; a decrease compared to the previous year (Euro
-313 thousand) as a result of the drop in market sales in both the online and offline channels;

the Blue Line grew significantly, by 50.3%, to EUR 19,300 thousand in 2022 from EUR 12,838 thousand

in 2021. The positive trend is mainly attributable to strategic distribution agreements with important
players in the sector.
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6.1.2

Consolidated revenue by geographic area
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The following table shows revenue, broken down by geographic area, for the years considered:

Revenue from sales by geographic area

(In thousands of Euro) Year ended Change
2022 % of revenue 2021 % of revenue A %

Italy 71.926 52,3% 59.537 53,8% 12.389 20,8%
Spain/Portugal 12.013 8,7% 11.003 10,0% 1.010 9.2%
DACH 11.313 8,2% 8.207 7,4% 3.106 37,8%
Eastern Europe 10.874 7,9% 8.298 7,5% 2.576 31,0%
Benelux 6.629 4,8% 6.954 6,3% (325) -4,7%
France 6.492 4,7% 6.092 5,5% 400 6,6%
Northern Europe 5.147 3,7% 5.354 4,8% (207) -3,9%
United Kingdom (*) 5.356 3,9% 597 0,5% 4.759 >100%
Middle East 2.233 1,6% 1.536 1,4% 697 45,4%
North America 966 0,7% 0 0,0% 966 100,0%
Others 4.694 3.4% 2.997 2,7% 1.697 56,6%

Total Revenue from sales 137.644 100% 110.575 100,0% 27.069 24,5%

(*) In 2021, the United Kingdom was classified within the 'Other’ countries.

With regard to the analysis of sales by geographic area, it should be noted that - thanks to the growth in
sales recorded in almost all countries - the share of sales in foreign markets accounted for over 47.7% of

the Group's total sales, with an increase in the incidence of 1.5 percentage points.
Particularly positive performances in the markets of the DACH region, the United Kingdom driven by

WorldConnect sales, and Eastern Europe, among others, are highlighted.
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6.2

Cost of sales

In 2022, the cost of sales came to EUR
84,218 thousand, compared with EUR
62,363 thousand in 2021, equating to
61.2% of revenue, as compared with
56.4% of the previous year.. The incre-
ase of about 5 percentage points is
mainly attributable, in addition to the
mix, to two macro phenomena that oc-

6.3

Sales and distribution
costs

(In thousands of Euro)

2022
Sales and distribution personnel 11415
expense
Commissions to agents 6.088
Transport 8.419
Advertising and advertising consultan- 2340
cy expenses
Other sales and distribution costs 1.972

Total sales and distribution costs

Although this item increased by EUR
3,901 thousand in absolute terms as
compared to the previous year, it decre-
ased by 1.8% as a percentage of reve-
nue to 22.0% as compared to 23.8% in
2021. This efficiency improvement is a
direct consequence of both the higher
absorption of fixed costs due to the
strong growth in revenue in the year,

Year ended

[CELLULARLINEGROUP]

curred in 2022: the appreciation of the
US dollar and the increase in transport
costs (only partially offset by the greater
use of sea transport at the expense of air
transport). The impact of actions to miti-
gate the appreciation of the US dollar is
reported in Section 6.7 Exchange Gains
and Losses.

Change
2021 a %
10.688 727 6,8%
5.405 683 12,6%
7.370 1.049 14,2%
1.561 779 49,9%
1.310 662 50,5%

and the careful cost control policy im-
plemented by management.

The main benefits derive from the re-
duction in the incidence of (i) Personnel
expense (-1.4%); (ii) Commissions to Ita-
lian agents resulting from a lower weight
of domestic sales compared to foreign
markets (-0.5%).
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6.4

General and
administrative costs

General and administrative  costs
amounted to EUR 101,272 thousand in
2022, compared to EUR 30,407 thou-
sand in 2021. The significant increase
is mainly due to the recognition of goo-

(In thousands of Euro)

2022
Amortisation 10.103
Depreciation 2.744
Impairment of customer relationships -
Impairment of goodwill 75.425
Provisions for risks and impairment losses 412
Administrative personnel expense 5.425
Administrative, legal, personnel and manage- 2931
ment consultancy
Commissions and fees 215
Directors' and Statutory Auditors' fees 946
Other general and administrative costs 3.071

Total General and administrative costs 101.272

dwill impairment of EUR 75.4 million, for
more details please refer to the notes to
the consolidated financial statements in
section 4.2.1 Goodwill Impairment Test.

Year ended Change
2021 A %
9.917 186 1,9%
1.897 847 44,5%
7.174 (7.174) -100,0%
- 75.425 100,0%
216 196 90,6%
5.074 351 6,9%
2.369 562 23,7%
114 101 88,6%
947 (1) -0,1%
2.699 372 13,8%
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6.5

Other non-operating
revenue

This item includes non-operating reve-
nue of EUR 1,787 thousand and decre-
ased compared to 2021 by EUR 1,585
thousand due to the lower Hartefall con-
tribution, which was paid to Worldcon-

[CELLULARLINEGROUP]

nect in 2021. This item, which relates to
costs and revenue for which the Group
performs 'non-core' activities, can be
broken down as follows:

(In thousands of Euro) Year ended Change

2022 2021 A %
(SIAE and CONAI contributions) (118) (663) 545 -82,1%
Recoveries of SIAE fees (3) 475 (478) -100,6%
Prior year (costs) and income 145 (68) 213 >100%
Other non-operating revenue 1.764 3.628 (1.867) -51,4%

Total Other non-operating revenue

Adjusted
EBITDA

The main data used to calculate adju-
sted EBITDA is shown below:

(1.585)

(In thousands of Euro) Year ended Change
2022 2021 a %

Operating loss (76.294) (5.157) (71.137) >100%
Amortisation and depreciation 12.847 11.814 1.033 8,7%
Impairment of customer relationships - 7.174 (7.174) -100,0%
Impairment of goodwill 75.425 - 75.425 >100%
Non-recurring costs 2.731 1.902 829 43,6%
exchange gains 1.928 387 1.541 >100%

Adjusted EBITDA
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Adjusted EBITDA amounted to EUR
16,636 thousand, an increase of EUR
516 thousand compared to the previous
year. The adjusted EBITDA margin as
a percentage of sales decreases from
14.6% in 2021 to 12.4% in 2022. This
indicator is affected by the phenomena
commented on above (see par. 6.2 Cost
of sales); in the absence of these phe-
nomena, it is estimated that the EBITDA
margin would have been significantly
higher.

Adjustments made to EBITDA, exclu-

ding depreciation and amortisation,

amounted to EUR 80,084 thousand du-
ring 2022 and mainly consisted of:

* (i) Impairment of goodwill, as a result
of the impairment test, an impairment
loss of EUR 75,425 thousand (of whi-
ch EUR 39,925 thousand already re-
cognised in the consolidated interim
financial report at 30 June 2022) was
recognised in the income statement
during the year; this effect can mainly
be attributed to the increase in the di-
scount rate ("Weighted Average Cost
of Capital" or "WACC"), a parameter
that has a decisive impact on the re-
sults of the test. The significant increa-
se in the WACC rate used for the pur-
pose of the impairment test within the
scope of these consolidated financial
statements is mainly attributable to
the progressive worsening in market
parameters (especially risk free and
cost of debt), which increased signi-
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ficantly especially in the second half
of 2022 compared to the same para-
meters found at 31 December 2021,
on which the determination of this
rate is based, and to the inclusion in
the same WACC of a prudential cor-
rective factor in order to consider the
potential risk of not fully achieving the
economic-financial objectives inclu-
ded in the 2023-2026 Business Plan
(the "Plan"), taking into account the
continuation of an extremely unstable
economic scenario such as the current
one. The write-down, for a residual ef-
fect, is also attributable to the update
of the Business Plan compared to the
one used for the impairment test at
31 December 2021, which, however,
confirms the medium- to long-term
objectives unchanged.

(i) exchange gains (EUR 1,928 thou-
sand) attributable to currency risk
hedging transactions on commercial
transactions in USD (with this adjust-
ment the Group intends to represent
operating performance net of curren-
cy effects);

(iii) non-recurring expense /(revenue)
(EUR 2,731 thousand); these are re-
venue and expense related to non-re-
curring, non-core events or related to
non-recurrent transactions.
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6.7

Financial income
and expense

Net financial expense amounts to EUR
655 thousand (expense of EUR 2,124
thousand in 2021):

(In thousands of Euro) Year ended Change

2022 2021 A %
Fair value gains 1.630 = 1.630 >100%
Interest income 2 2 - 0,0%

Total Financial income

Fair value losses (1.064) (949) (115) 12,1%
Interest expense on medium/long-term

loans (958) (1.091) 133 -12,2%
Other interest expense (265) (86) (179) >100%

Total Financial expense (2.287) (2.126) 7,6%

Total Financial (expense) (655) (2.124) -69,2%

The change in the item is mainly attributable to the fair value measurement of outstan-
ding warrants, which in 2021 had generated a cost of EUR 573 thousand, while in 2022

it had a positive effect on the income statement of EUR 1,226 thousand.
Financial expense for 2022 comes to EUR 2,287 thousand and mainly refers to:

* EUR 958 thousand relative to interest to banks relating to the outstanding loan si-
gned in October 2020 for an original amount of EUR 50,000 thousand (at 31 Decem-

ber 2022 the outstanding portion is EUR 25,000 thousand);

* EUR 1,064 thousand for bank commission costs and premiums paid for currency

exchange rate risk hedging transactions;

* EUR 265 thousand for other interest expense.
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6.8

Exchange
gains

Exchange gains showed a balance of
EUR 2,095 thousand (EUR 603 thousand

in 2021):
(In thousands of Euro) Year ended Change

2022 2021 A %
Exchange gains 1.928 387 1.541 >100%
l;::ltter:i:;?sngiains/(losses) on finan- 168 216 (48) 22.3%
Total exchange gains 2.095 603 1.492 >100%

The increase of EUR 1,492 thousand is mainly due to the hedges implemented on the
EUR/USD exchange rates.

6.9

Adjusted
EBIT

Di seguito si riportano i principali dati di
calcolo dell'EBIT Adjusted:

(In thousands of Euro) Year ended Change
2022 2021 A %

Operating loss (76.294) (CALY)] (71.137) >100%
PPA amortisation 6.463 6.432 31 0,5%
Impairment of customer relationships - 7.174 (7.174) -100,0%
Impairment of goodwill 75.425 - 75.425 >100%
Non-recurring expense 2.731 1.902 829 43,6%
exchange gains 1.928 387 1.541 >100%
Adjusted EBIT 10.253 10.738 (486) -4,5%
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Adjusted EBIT was positive for EUR 10,253 thousand (in 2021, it was EUR 10,738 thou-
sand). The adjustments made to the Group EBIT refer to the factors mentioned in the
section on adjusted EBITDA, and to the depreciation of purchase price allocation of
EUR 6,463 thousand. Adjusted EBIT in 2022, down from the previous year's figure, was
impacted by the aforementioned negative effects related to transport costs and the
appreciation of the US dollar.

6.10

Adjusted profit for the
year attributable to
owners of the parent

The main data used to calculate the
adjusted profit for the year attributable
to owners of the parent is shown below:

(In thousands of Euro) Year ended Change

2022 2021 A %

Loss for the year attributable to (75.166) (3.846) (71.340)

owners of the parent

Non-recurring expense 2.731 1.902 829 43,6%
PPA amortisation 6.463 6.432 31 0,5%
Impairment of customer relationships - 7.174 (7.174) -100,0%
Impairment of goodwiill 75.425 - 75.425 >100%
Fair value warrants and put & call (1.514) 573 (2.087) <100%
Tax effect of the above items (2.237) (4.786) 2.549 -53,3%

Adjusted profit for the year

K o,
attributable to owners of the parent (1.747) 19.6%

The adjusted profit for 2022 attributable to owners of the parent amounted to EUR 5,702
thousand, a decline on 2021 by EUR 1,747 thousand. In addition to the factors mentio-
ned in the section on adjusted EBIT, the adjustments made to this item mainly relate to
the change in the fair value of warrants and the tax effects of the items adjusted.
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7Capital and financial

position

(In thousands of Euro)

ASSETS
Intangible assets
Goodwill

Property, plant and equipment

Equity investments in associates and other
companies

Right-of-use assets
Deferred tax assets
Financial assets

Total non-current assets
Inventories

Trade receivables
Current tax assets
Financial assets

Other assets

Cash and cash equivalents
Total current assets

TOTAL ASSETS

Share capital
Other reserves

Retained earnings

Loss for the year attributable to owners of the
parent

Equity attributable to owners of the parent

Equity attributable to non-controlling interests

Total Equity

31
December
2022

54.826
34.272

7.726

71

4.388

5.122

106.405
41.400
53.291

970
75
3.371
9.916

109.023

215.428
21.343
168.737

15.554

(75.166)

130.468

130.468
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Of which
related
parties

3.707

%

25,4%
15,9%
3,6%
0,0%
2,0%
2,4%

0,0%

49,4%

19.2%
24,7%
0,5%
0,0%
1,6%
4,6%

50,6%

100,0%

9,9%
78,3%
7,2%
-34,9%
60,6%
0,0%

60,6%

31
December
2021

61.355
108.773

7.487

58

1.774

4.748

184.195
30.518
52.117

1.214
60
4.948
8.138
96.995

281.190
21.343
159.174

28.688

(3.846)

205.359

205.359

Of which
related
parties

4.702

%

21,8%
38,7%
2,7%
0,0%
0,6%
1,7%
0,0%
65,5%
10,9%
18,5%
0,4%
0,0%
1,8%
2,9%
34,5%
100,0%
7,6%
56,6%

10,2%

-1,4%

73,0%
0,0%

73,0%

31 Of which
(In thousands of Euro) December related %
2022 parties

LIABILITIES

Eank Igans and borrO\{vmgs‘ and loans and 15.709 7.3%

orrowings from other financial backers

Deferred tax liabilities 2.762 1,3%
Employee benefits 524 0,2%
Provisions for risks and charges 1.356 0,6%
Other financial liabilities 9.457 4,4%

13,8%

Total non-current liabilities
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Bank loans and borrowings and loans and

borrowings from other financial backers R U2
Trade payables 23.580 10,9%
Current tax liabilities 772 0,4%
Provisions for risks and charges - 0,0%
Other liabilities 5.591 2,6%
Other financial liabilities 1.421 0,7%

Total current liabilities 55.152

TOTAL LIABILITIES 84.960

TOTAL EQUITY AND LIABILITIES 215.428

Financial Position

25,6%

39,4%

100,0%

31 Of which
December  related %
2021 parties
25.642 9,1%
2.349 0,8%
772 0,3%
1.616 0,6%
7.494 2,7%
13,5%

10.129 3,6%
19.825 7,1%
1.230 0,4%
- 0,0%
4.489 1,6%
2.285 0,8%

37.958 13,5%

75.831 27,0%

281.190 100,0%

(In thousands of Euro)

Available cash/(Financial liabilities): 31 December 2022

Cash 7

Bank deposits 9.909

Cash and cash equivalents 9.916

Current financial assets 75
Current bank loans and borrowings (23.788)
Other financial liabilities (1.421)

Balance at

31 December 2021
26
8.112

8.138

60

(10.129)
(2.285)
(12.354)

(4.216)

Current financial indebtedness (25.134)
Net current financial indebtedness (15.218)
Non-current bank loans and borrowings (15.709)
Other financial liabilities (9.457)

Non-current financial indebtedness (25.166)

Net financial indebtedness (40.384)

(25.642)
(7.494)
(33.135)

(37.351)

Other financial liabilities - warrants -

(40.384)

Adjusted net financial indebtedness

1.226

(36.125)
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The composition of the Group's net working capital and net invested capital as at 31 De-
cember 2022 and 31 December 2021 is detailed below:

(In thousands of Euro)

31 December 2022

Inventories

Trade receivables

Trade payables

Net trade working capital

Other working capital items

Net working capital

Non-current assets

Non-current provisions and other liabilities
Net invested capital

Net financial indebtedness

Equity

Balance at
31 December 2021

41.400 30.518
53.291 52.117
(23.580) (19.825)
71.111 62.810
(2.022) 443
69.089 63.253
106.405 184.195
(4.642) (4.738)
170.852 242.710
40.384 37.351
130.468 205.359

Total equity and financial liabilities

The Group's net trade working capital
as at 31 December 2022 amounted to
EUR 71,111 thousand with an increase
in absolute value of EUR 8,301 thou-
sand compared to the previous year
end, brought about by several variables.
The main factors that contributed to
the increase in net trade working capi-
tal were, firstly, the increase in volumes
for the year and the encouraging sales
projections for 2023 and, secondly, the
aforementioned appreciation of the
US dollar and a new worsening of frei-
ght rates. Changing market conditions
led to an increasing focus by manage-
ment, which resulted in a reduction of
the incidence on sales for the period
to 52% from 57% in 2021. Non-Current
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170.852 242.710

Assets decreased mainly as a result of
the following changes: (i) Impairment of
goodwill in the amount of EUR 75,425
thousand (ii) decrease in Intangible As-
sets in the amount of about EUR 6,529
thousand mainly due to amortisation
related to Purchase Price Allocation (iii)
increase in Rights of use for EUR 2,614
thousand, mainly due to the effect of the
accounting of a new lease agreement in
accordance with IFRS 16. The Group's
Net Invested Capital amounted to EUR
170,852 thousand at 31 December
2022, a decrease from the previous year
end due to the impairment of goodwill
(EUR 242,710 thousand at 31 December
2021).
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Below is a reconciliation of the net financial indebtedness at 31 December 2022, of EUR
40,384 thousand, and at 31 December 2021, of EUR 37,351 thousand, according to the
scheme envisaged by ESMA Guidance 32-382-1138 dated 4 March 2021 and indicated in
the Consob Note 5/21 dated 29 April 2021:

(In thousands of Euro) Year ended Change
2022 2021 A %

(A) Cash 9.916 8.138 1.778 21,8%
(B) Other cash and cash equivalents - - - 0,0%
(C) Other current financial assets 75 60 15 25,0%
(D) Cash and cash equivalents (A)+(B)+(C) 21,9%
(E) Current financial indebtedness 1.421 2.285 (864) -37,8%
(F) Current portion of non-current indebtedness 23.788 10.129 13.659 >100%

(G) Current financial indebtedness (E) + (F)

- of which guaranteed

- of which not guaranteed 25.209 12.414 12.795 >100%
(H) Net current financial indebtedness

(G) - (D)

(I) Non-current financial indebtedness 25.166 33.135 (7.969) 24,1%
(J) Debt instruments - - - 0,0%

(K) Trade payables and other non-current

liabilities 0,0%

(L) Non-current financial indebtedness

(7.969)

(1)+(J)+(K)

- of which guaranteed

- of which not guaranteed 25.166 33.135 (7.969) -24,1%
(M) NET FINANCIAL INDEBTEDNESS (H) + (L) 40.384 37.351 3.033 8,1%
Other financial liabilities - warrants - (1.226) 1.226 -100,0%

Adjusted net financial indebtedness

Net Financial Indebtedness of EUR 40,384 thousand includes, in addition to cash and
cash equivalents of EUR 9,916 thousand, medium/long-term bank loans (EUR 25,166
thousand), short-term bank loans (EUR 1,421 thousand), a payable related to the va-

luation of put/call options for the purchase of minorities, and lease liabilities in accor-
dance with IFRS 16 (EUR 4,388 thousand).
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The increase in Adjusted Net Financial Indebtedness at 31 December 2022, compared
to 31 December 2021, amounting to EUR 4,259 thousand is mainly attributable to the
increase in bank loans and borrowings (+EUR 3,726 thousand) and the increase in le-
ase liabilities (+EUR 2,664 thousand) following the accounting of a new lease contract
under IFRS16.

Eliminating these accounting effects deriving from the recognition of right-of-use as-
sets (IFRS 16), the Company's Net Financial Debt (M) is substantially unchanged from
the previous year end (EUR 35,882 thousand at 31 December 2022 and EUR 35,512
thousand at 31 December 2021); the Net Financial Position is sufficiently covered by
existing financing sources.

The main factor that influenced cash flow trends in the years considered are summari-
sed below.

Net cash flows generated by operating activities

(In thousands of Euro) Balance at
Cash flows from operating activities 2022 2021
Loss for the year (75.166) (3.846)

Adjustments for:

- Current and deferred taxes 349 (2.710)
- Net accruals and impairment losses 397 124
- Gains on equity investments (38) (122)
- Accrued financial expense 549 2.124
- Amortisation, depreciation and impairment losses 88.070 18.988
- Other non-monetary changes 80 59
Changes in:
- Inventories (11.654) 2.563
- Trade receivables (1.170) 527
- Trade payables 3.755 4.340
- Other changes in operating assets and liabilities 3.474 487
- Payment of employee benefits and change in provisions (136) (186)
Cash flows generated by operating activities 8.511 22.349
Taxes paid/offset (1.334) (2.352)
Interest and other net charges paid (2.287) (925)
Cash flows generated by operating activities 4.889 19.072
Net charges from COVID-19/M&As/Others - 1.902
Adjusted Net cash flow generated by operating activities 4.889 20.974
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Net cash flow generated by operating activities records a decrease of EUR 14,183
thousand, mainly due to the performance of working capital, explained previously.

Cash flows used in investing activities

(In thousands of Euro) Balance at

Cash flows from investing activities 2022 2021

Acquisition of subsidiary, net of cash acquired and (786) (2.365)
other costs

Purchase of property, plant and equipment and intan- (4.609) (4.997)

gible assets

Cash flows used in investing activities (5.395) (7.362)

In 2022, the investing activity mainly
concerned:

° investments in intangible assets of
about EUR 2,880 thousand (including
the effect of converting financial state-
ments carried in foreign currencies),
mainly related to the evolution of the
main company software and R&D on
new products/brands;

* investments in property, plant and
equipment in the amount of about
EUR 1,395 thousand (including the ef-
fect of converting financial statements
carried out in foreign currencies);

* investments in subsidiaries for Euro
341 thousand.
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Cash flows generated by/(used in) financing activities

(In thousands of Euro)

Cash flows from financing activities

Increase/(decrease) in bank loans and borrowings and
loans and borrowings from other financial backers

Decrease in other financial liabilities

(Dividends distributed)

Payment of transaction costs relating to financial liabi-
lities

Other changes in equity

Net cash flows generated by / (used in) financing

activities

The cash flows generated by financing
activities in 2022 mainly reflect:

* The increase of EUR 3,811 thousand
in bank loans and borrowings as a re-
sult of the payment of instalments on
the existing non-current bank loan with
Banco BPM S.p.A. and Intesa Sanpao-
lo S.p.A. for EUR 10,000 thousand and
the utilisation/opening of new current
financing lines for EUR 13,788 thou-
sand;

* the payment of the 2021 dividend, as
resolved by the Shareholders’ Meeting
in April 2022, equal to EUR 0.05 per
eligible share for a total outlay of EUR
1,012 thousand;

* the change in the item Other financial
liabilities for EUR 1,827 thousand is
mainly attributable to the change in le-
ase liabilities recognised in accordance
with IFRS16 and the change in warrants.
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Balance at
2022 2021
3.811 (9.597)
(1.827) (3.447)
(1.012)
106 151
400

(12.893)

8

Investments

and research

and

development

o on ®

activities

During 2022 - as in previous years - the

Group carried out constant research

and development activities, focusing its

efforts on selected projects deemed to

be of particular importance:

* technological product innovation, with
the aim of achieving ecological transition

targets (accessories, cases, packaging
solutions, etc.);

* aesthetic and design innovation of the
main product lines;

* technological process innovation in
the main business areas, including
supply chain, information technology
and e-commerce, the project of which
is developed in-house.
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Information on transactions
with related parties and
non-recurring, atypical or
unusual transactions

Information on transactions with related parties is presented in Note 5 to the Consoli-
dated Financial Statements.

;-\typical and/or unusual
transactions

During the year, there were no atypical and/or unusual transactions, as defined in
CONSOB Communication no. DEM/6064293 of 28 July 2006.

Share-based payments

Information on share-based payment plans is presented in Note 4.13 to the Consoli-
dated Financial Statements.

:zl'reasury shares and shares of
the parent

During 2022, 632,240 treasury shares were assigned on the occasion of the distribu-
tion of the extraordinary dividend resolved by the shareholders’ meeting of 27 April
2022; in the same year, the parent implemented a treasury share purchase program-
me and therefore, due to the combined effect of the two actions, the number of tre-
asury shares held in portfolio at 31 December 2022 was 1,038,174 (1,636,505 at 31
December 2021), or 4.74% of the share capital.

61



ANNUAL FINANCIAL REPORT | 2.1 DIRECTORS' REPORT

Main risks and uncertainties

This section provides information on the Group's exposure to each of the risks and
uncertainties, the objectives, policies and processes for managing these risks and the
methods used to assess them, as well as the Group’s management of capital. The ove-
rall responsibility for creating and supervising a Group risk management system lies
with the parent’s Directors, who are responsible for developing and monitoring the
Group’s risk management policies. The Group’s risk management policies are desi-
gned to identify and analyse the risks to which the Group is exposed, to establish
appropriate limits and controls and to monitor risks and compliance with these limits.
These policies and related systems are reviewed regularly to reflect any changes in
market conditions and the Group’s activities. Through training, standards and mana-
gement procedures, the Group aims to create a disciplined and constructive control
environment in which its employees are aware of their roles and responsibilities. In this
context, the Parent Cellularline S.p.A. has adopted the Code of Ethics and the Organi-
sation and Management Model pursuant to Legislative Decree no. 231 of 8 June 2001,
giving appropriate notice to all the parties concerned, and keeps it updated according
to regulatory developments and corporate activity.

1341

Risks related

The mobile device (smartphones and
tablets) accessories market is characte-
rised by a high level of competitive-
ness, which could also increase further
with the possible entry of potential
new ltalian or foreign competitors. The
Group's current or future competitors
may be able to implement marketing
and commercial development policies
that will enable them to gain market
share to the detriment of those opera-
tors that use multiple sales channels. In
this case, the Group could be forced to
reduce its sales prices without any cor-
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responding reduction in the purchase
costs of its products, thus achieving
a lower margin on the sale of its pro-
ducts. One of the Group's main thre-
ats is the sale of competing products
by producers located in the Far East,
often through the on-line channel and
with low quality and/or non-certified
product offerings. If the Group, in the
event of an increase in the number of
direct and/or indirect competitors, is
not able to maintain its competitive
strength on the market, there could
be negative effects on its business and
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growth prospects as well as on its finan-
cial position and performance. Further
risks are linked to possible changes in
consumer purchasing behaviour in the
light of demographic changes, increa-
sing digitalisation, changing economic
conditions and purchasing power. Any
misinterpretation of developments in

13.2

Risks related

The market the Group operatesin is cha-
racterised by seasonal phenomena that
are typical of the market of electronic
products and accessories. In particular,
sales in the second half of each year ac-
count for more than 60% of total annual
sales on average, with demand peaking
in the last quarter of the year (Black Fri-
day and Christmas). Absolute EBITDA,
in consideration of a far more linear and
uniform distribution of overhead costs
(personnel, rents and general expenses)
throughout the year, is also affected by
this seasonality, showing a significantly
higher average EBITDA incidence in the
second half of the year. Therefore, the
Group is exposed to risks related to the
availability of certain products in the wa-
rehouse as well as the risk that some of
them may become obsolete before they
are put on the market. Considering the
importance of warehouse management
in its business organisation, the Group
may be exposed both to an availabili-
ty risk related to the correct forecast of
the quantity and assortment of products
for the subsequent marketing in a given
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consumer behaviour, trends in terms of
prices and product ranges may resultin
the risk of failed or delayed adoption of
appropriate sales models and in the fai-
led or delayed exploration of new sales
channels, with possible negative effects
on the Group's financial position and
performance.

period of the year and to a risk related
to the obsolescence of inventories due
to delays in marketing or because the
quantities procured exceed sales on the
market in the last quarter with possible
sales difficulties in subsequent quarters.
The Group is exposed to the risk associa-
ted with possible changes in consumer
purchasing behaviour, in light of demo-
graphic changes and increased compe-
titive pressure, further amplified by the
current macroeconomic conditions that
increase price volatility with possible ef-
fects on consumers' purchasing choices
also in relation to their spending capa-
city. The incorrect definition of the pro-
ductrange in terms of variety and availa-
bility during the periods of the year that
are characterised by high sales or the
untimeliness of the change in strategy in
terms of updated sales data and infor-
mation could have a negative impact on
the match between product offer and
customer demand and the valuation of
products held as inventories, with nega-
tive effects on the Group's financial po-
sition and performance.
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13.3

Risks related

The Group is subject to the regulations
applicable to products manufactured
and/or marketed. The evolution of the
regulations or any changes to the re-
gulations in force, also at internatio-
nal level, could require the Group to
bear additional costs to adapt its pro-

13.4

Risks related

As it operates in several international
markets, the Group is affected by chan-
ges in the macroeconomic conditions
of the markets concerned. In addition
to the health emergency - which broke
out in the first quarter of 2020 and has
not yet been fully resolved on a global
level - geopolitical uncertainty has been
added as a result of the start of the war
in Ukraine, with a consequent increase
in unpredictability regarding poten-
tial future repercussions on the global
economy. In particular, if there were to
be additional waves of COVID-19 in-
fections, the various countries' autho-
rities could reinstate all or part of the
restrictive measures, with subsequent
negative effects on global economic
activities and on the Group's business.
The conflict between Russia and Ukrai-
ne, which started on 24 February 2022,
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duction facilities or the characteristics
of its products to the new provisions,
with a consequent negative effect on
the Group's growth prospects as well
as on its financial position and perfor-
mance.

is having major consequences globally,
not only because of the severe humani-
tarian crisis that has ensued, but also be-
cause of the possible economic effects
on global markets, which have been
immediately reflected in the rising costs
of some energy (gas and oil) and food
(wheat) commodities. It should be no-
ted that the Group has no direct or in-
direct operations in Ukraine and Russia,
so the military conflict has had no direct
impact on performance and business at
present. However, it cannot be excluded
that if further deterioration of global ma-
croeconomic conditions were to occur
as a result of the worsening and/or floo-
ding of the conflict, such as a prolonged
recession in Europe and/or worldwide,
the Group could be adversely impacted
by the relative economic, equity and fi-
nancial situation.
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13.5

Risk associated

The Group operates in international mar-
kets, with customers operating mainly
in the EMEA area and with suppliers of
products located mainly in the Far East
(China and the Philippines); as of today,
sales are therefore made almost exclu-
sively in EUR, while the majority of pur-
chases of products are settled in USD,
as is the practice of the reference indu-
stry. The Group is therefore exposed to
exchange rate risk - for the main types of
product supplies - almost exclusively in
USD. However, there are numerous fac-
tors that limit its risk profile, including:
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i) the high rate of product innovation
(about 35% of annual turnover derives
from products launched in the year), ii)
the possibility to carry out, in a relatively
short time (3-6 months), revisions to cu-
stomer price lists and, lastly, iii) the high
contractual flexibility with suppliers in
the Far East (with no commitments to
purchase minimum quantities at pre-
defined prices for periods exceeding 6
months - with rare exceptions).

The performance of foreign exchange
rates during the year was as follows:

Currency A\égngge 31 December 2022 A;%r;?e 31 December 2021
Euro/US Dollar 1,05 1,18 1,13

In 2022, the Group used derivative fi-
nancial instruments to hedge fluctua-
tions in the EUR/USD exchange rate. In
addition, any legislative, political and
economic changes, as well as potential
social instability or the introduction of
restrictions or customs duties on the
export of products, or the introduction
into the European Union of any restri-
ctions on the import of products from
these countries, could have a negative
impact on the production capacity of
suppliers and on the procurement acti-
vities of the Group, with consequent
possible negative effects on the busi-
ness and prospects, as well as on the
financial position and performance of
the Group.

During the latter months of 2022, the
Group saw a gradual generalised in-
crease in prices with world inflation at
record levels for the past decades, whi-
ch has had a direct impact on reducing
demand from end consumers. The cost
increase was mainly driven by rising
energy and transport costs caused by
both the still existing Covid-19 restri-
ctions in the Far East and problems in
the supply chain.

The Group is also suffering from the in-
direct negative effects of supply chain
problems as a result of the semicon-
ductor shortage, with the effect of a
reduced availability of smartphones
on the market and consequently lower
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sales of these accessories. Should the
critical situation in the supply chain
worsen and the price increase continue
for a long time, there could be cases of
both non-delivery and/or delayed de-
livery of products and products whose
cost would no longer be economical,
with possible negative effects on the
Group's business and its prospects, as
well as on its economic, equity and fi-
nancial situation.

Liquidity risk

From an operational point of view, the
Group controls the liquidity risk through
the annual planning of expected cash
flows and payments. Based on the re-

sults of such planning, it identifies finan-
cial requirements and thus the financial
resources to cover them. The average
debt exposure is shown below:

In order to prevent unforeseen cash
outflows from becoming critical, the
Group aims to keep a balance between
maintaining the funding and flexibility,
through the use of available liquidity
and credit lines. With regard to poten-
tial liquidity risks, the Group continues
to show a good equity and financial
structure, considering the limited Leve-

13.7

Credit risks

Credit risk is when a customer or one
of the counterparties to a financial in-
strument might cause a financial loss by
defaulting on an obligation and arises
mainly from the Group's trade recei-
vables and financial investments. The
Group is exposed to the risk that its cu-
stomers may delay or fail to meet their
payment obligations within the agreed
terms and conditions and that the in-
ternal procedures adopted in relation
to the assessment of creditworthiness
and solvency of customers are not suf-
ficient to ensure the successful com-
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rage Ratio (2.2x), the current cash and
cash equivalents (EUR 9,916 thousand),
the committed credit facility for M&As
involved in the medium/long-term loan
contract in place (EUR 20.0 million) and
the unsecured commercial credit lines
made available by various credit insti-
tutions and not used (about EUR 10.5
million).

or bankruptcy of the customer, econo-
mic events or specific situations of the
customer. Specifically, attention must be
paid to the credit policy with regard to
both long-standing and newly acquired
customers, strengthening the policies
of preventive action, by acquiring more
complete credit information (from diffe-
rent sources) for all major and/or new cu-
stomers and by progressively increasing
the systematic way in which credit report
analyses are conducted, including the as-
sessment of the customer portfolio and
the assignment of credit limits.

(In thousands of Euro) within 12 months 1-5years after 5 years Total pletion of collections. Such failed pay-

Employee benefits 524 . 524 ments, late payments or other default The ageing list of trade receivables is
Trade payables 5 T situations may be due to the insolvency shown below:

Deferred tax liabilities 2.762 - 2.762

Bank loans gnd borrowings an.d Ioa_ns

Zr;ccikebgrrowmgs from other financial 23.788 15.709 - 39.497 (1n thousands of Euro) e —— Du:‘:g::isn 6 Dui‘i::ﬂt‘cs) 12 D“;gft?:’s12 Total
g:s"e”t provisions for risks and char- : 1.356 : 1.356 I;jv‘iicree)ce”ab'es (gross of loss al- 44 g7 2.086 690 5.203 52.850
Other liabilities 5.591 - 5.591 Amounts due from associates 2.006 1.197 673 3 3.878
Other financial liabilities 1.421 9.338 119 10.878 Total gross trade receivables 46.877 3.283 1.363 5.206 56.728
Current tax liabilities 772 - - 772 (Loss allowance) - - - (3.437) (3.437)
Total 55.152 29.689 119 84.960 Total net trade receivables 46.877 3.283 1.363 1.769 53.291
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The Group recognises a loss allowance
considering estimated losses on trade
receivables, other assets and non-cur-
rent financial assets. The main compo-
nents of this allowance are the individual
losses on significant exposures and the

13.8

Interest rate

In relation to the risk of changes in in-
terest rates, the Group has not yet en-
tered into interest rate swaps to hedge
the risk of changes in interest rates on
the syndicated loan, started on 26 Octo-
ber 2020 for an original amount of EUR
50 million (reduced to EUR 25 million at
31 December 2022), meaning that inte-

13.9

Risks related

In 2017, the parent adopted the orga-
nisational model and the code of ethics
and appointed the supervisory body as
provided for by Legislative Decree no.
231 of 8 June 2001, in order to ensure
compliance with the set conditions of
fairness and transparency in the execu-
tion of corporate activities, to protect its
position and image, the expectations of
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collective impairment of homogeneous
groups of assets for losses already in-
curred that have not yet been identified;
the collective impairment is determined
on the basis of the historical data on si-
milar credit losses.

rest rates fluctuations could lead to an
increase in financial charges relating to
indebtedness. In order to align foreca-
sts on interest rate trends, the Company
has taken care to receive, with regard to
the syndicated loan, a precise forecast
of the cost of debt itself, projected to
30 June 2023.

shareholders and the work of employe-
es. The model is a valid tool for raising
the awareness of all those who work on
behalf of the parent, so that they behave
correctly and properly while performing
their activities, as well as a means of pre-
vention against the risk of committing
crimes.
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13.10

Risks associated

Risk that a catastrophic event resulting
from acute weather phenomena (storms,
floods, earthquakes, fires or heat waves)
and/or chronic weather phenomena, i.e.
long-term climatic changes (tempera-
ture changes, rising sea levels, reduced
water availability, loss of biodiversity,
etc.), may damage assets or cause a halt
to production for the Group and/or sup-
pliers, and prevent the Group from car-
rying out its operations by interrupting
the value chain or lead to a slowdown in
the supply chain.

The Group also examined the risk asso-
ciated with climate change. At present,
no significant elements have been hi-

Management
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ghlighted such as to identify triggers
that could generate accounting impacts.
In particular, the recoverability of the va-
lue of inventories, the potential impact
on the residual useful life of assets, fol-
lowing the potential need to replace
them in order to comply with new po-
licies or non-compliance with current
regulations, and the potential impact
on the demand for products were exa-
mined without finding any critical is-
sues. Given the ongoing evolution of
the subject, the Group will continue and
expand its monitoring of such possible
risks in the future.

Cellularline S.p.A. is not managed and coordinated by companies or entities and defi-
nes its general and operational strategic guidelines independently.

15

Governance

The Parent's Corporate Governance system complies with the principles contained
in the Corporate Governance Code for Listed Companies and with international best
practice. On 15 March 2023, the Board of Directors approved the Report on corpora-
te governance and ownership structure, pursuant to article 123-bis of the TUF [Con-
solidated Finance Law], relating to 2022. This report is published on the Company's
website www.cellularlinegroup.com in the "Governance" section - subsection "Sha-
reholders' Meeting" - and explicit reference is made to it as required by law. Cellu-
larline S.p.A.'s management and control model is the traditional one provided for by
Italian law, which provides for the presence of a Shareholders' Meeting, a Board of
Directors, a Board of Statutory Auditors and the independent auditors. The corporate
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officers are appointed by the Shareholders' Meeting and remain in office for three ye-
ars. The independent directors, as defined in the Code, and the role played by them
both within the Board and within the parent's committees (Risk and Control Commit-
tee, Committee for Transactions with Related Parties, Appointments and Remuneration
Committee), are appropriate means of ensuring an adequate balance of interests of
all the shareholders and a significant degree of debate in the discussions of the Board
of Directors.

Elasses of financial
instruments

Below is a breakdown of the financial assets and liabilities required by IFRS 7 accor-
ding to the categories envisaged by IFRS 9 at 31 December 2022 and 31 December
2021.

Carrying amount Fair value level
(In thousands of Euro) c:tr:,?,li'/‘,?za;ggzugt Am:;tsitsed FVtoOCl FVtoPL Level1l Level2 Level3
Cash and cash equivalents 9.916 9.916
Trade receivables and other assets 56.662 56.662
Other financial assets 75 75

Total financial assets

Financing 39.497 39.497
Trade payables and other liabilities 29.171 29.171
Other financial liabilities 9.779 - - 9.779 - 9.779

1.226 8.553

Total financial liabilities

Carrying amount Fair value level
(In thousands of Euro) C:trg'/“‘gza/';‘:;;t Am:;tsitsed FVtoOCl FVtoPL Level1l Level2 Level3
Cash and cash equivalents 8.138 8.138
Trade receivables and other assets 57.066 57.066
Other financial assets 60 60

Total financial assets

Financing 35.771 35.771
Trade payables and other liabilities 24.314 24.314
Other financial liabilities 9.778 - 9.778 1.226  8.552

Total financial liabilities
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IFRS 13 establishes a fair value hierarchy that classifies three levels of input for va-

luation techniques adopted to measure fair value. The fair value hierarchy gives the

highest priority to prices (unadjusted) quoted in active markets for identical assets or

liabilities (Level 1 data) and the lowest priority to unobservable inputs (Level 3 data).

In some cases, the data used to measure the fair value of an asset or liability could be

classified into different levels of the fair value hierarchy. In such cases, the fair value

measurement is classified entirely at the same level of the hierarchy in which the lowest

level input is classified, taking into account its importance for the measurement.

The levels used in the hierarchy are:

* Level 1 are quoted prices (unadjusted) in active markets for identical assets or liabili-
ties that the Group can access at the measurement date;

* Level 2 are inputs other than quoted prices included in Level 1 that are observable
for the asset or liability, either directly or indirectly;

* Level 3 are unobservable inputs for the asset or liability.

No financial instrument is measured at fair value. For financial instruments measured
at amortised cost, the carrying amount is also considered to be a reasonable approxi-
mation of their fair value.

Branches

The Company has its registered office in Reggio Emilia, Via Grigoris Lambrakis no. 1/A
and has a branch office in France, in Paris at 91, Rue Du Faubourg Saint Honoré.

Workforce

In 2022, in the belief that people are one of the Group's strategic assets, it was decided
to continue to invest in improving people management practices and policies through
the implementation and continuous maintenance of HR processes and systems. More-
over, the Group continues to carry out training and development activities for its em-
ployees on a regular basis, in the certainty that the professional and working growth of
each individual is a prerequisite for continuous improvement in performance.

The work is carried out in full compliance with the rules and regulations in force regar-
ding safety in the workplace. There have been no specific incidents to be mentioned
in this report, such as deaths, serious accidents at work or occupational diseases for
which the Group has been held liable.

The number of employees at 31 December 2022 was 2594, compared to 254 in the
previous year.
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Information

The Group firmly believes in respecting the environment and the ecosystem in which
it operates; this is why it carries out its business taking into account the protection of
the environment and the need for the sustainable use of natural resources, in accor-
dance with the provisions of current environmental legislation, committing itself to act
responsibly towards the territory and the community. The Group condemns any type
of action or behaviour that is potentially harmful to the environment. Although it does
not have any significant environmental impacts, the Group has adopted specific pro-
cedures for the disposal of Waste Electrical and Electronic Equipment (WEEE).

Significant events

1 February

obtainment of AEO (Authorised Economic Operator) certification from the Customs
and Monopolies Agency. The recognition, conferred to subjects that meet strict stan-
dards of reliability and safety, will allow the Company to benefit from numerous facili-
tations in the relations with national and international customs authorities, simplifying
and speeding up control procedures.

9 February

appointment by co-option of Davide Danieli - currently Group Chief Corporate & Fi-
nancial Officer, Investor Relator and Manager responsible for preparing the financial
information as of 21 April 2021 - as Executive Director of the Company.

30 March

acquisition of the remaining 25% of the share capital of Pegaso S.r.l., the sole sharehol-
der of Systema, a company operating in the market for mobile phone accessories in
the Telco channel. The operation does not change Systema's contribution to the Cellu-
larline Group's consolidated results because it has been fully consolidated since it was
included in the reporting scope in April 2019.

20 April
incorporation of Cellularline USA Inc., a sales company for the development of Cellu-
larline Group products for the USA and Canada;
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27 April
the Shareholders' Meeting approved all the items on the agenda and, in particular:

the separate and consolidated financial statements at 31 December 2021, as propo-
sed by the Board of Directors on 17 March 2022;

the distribution of a dividend partly in cash and partly through the assignment of trea-
sury shares held in portfolio, according to the procedures described below:

for the cash portion: the distribution of an amount equal to Euro 0.05 gross for each
ordinary share in circulation (excluding treasury shares);

as regards the portion in shares: the assignment of treasury shares in portfolio at a
ratio of 1 share for every 32 ordinary shares of Cellularline S.p.A. (rounded down to
the nearest unit), for a total maximum of 632,240 shares (corresponding to 2.9% of
the share capital) that can be entirely withdrawn from the treasury shares held by the
Company, with a consequent reduction in the related Reserve.

8 May

the Board of Directors met to examine the non-binding letter of intent received from
Esprinet S.p.A. on 6 May aimed at promoting a voluntary takeover bid, with a view to
delisting, for all of Cellularline S.p.A.'s ordinary shares.

25 May
payment of dividends;

13 July
publication of preliminary figures for the first half of 2022 in relation to Sales Revenue
and Net Financial Indebtedness, not subject to full or limited audit.

8 August

4 SIDE S.r.l., a company whose share capital is wholly owned by Esprinet S.p.A., an-
nounces that it has filed with CONSOB the offer document, intended for publication,
relating to the voluntary takeover bid for all the ordinary shares of Cellularline S.p.A.

11 August

CONSOB requested to make amendments and additions to the Offer Document fi-
led by 4 SIDE S.r.l. by ordering, pursuant to Article 102, paragraph 4 of the TUF, the
suspension of the term for the approval of the Offer Document until the completion
of the information framework and in any case, for a period not exceeding 15 calendar
days from the date of suspension of the aforesaid term.

26 August
CONSOB ordered the resumption of the terms of the administrative procedure aimed

at approving the Offer Document filed by 4 SIDE S.r.l., whose preliminary terms expi-
red on 7 September 2022.
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6 September
issue of CONSOB authorisation for the publication of the Offer Document relating to
the voluntary takeover bid for the entirety of Cellularline S.p.A.'s ordinary shares.

8 September
publication by 4 SIDE S.r.l. of the Offer Document relating to the voluntary takeover
bid for the entirety of Cellularline S.p.A.'s ordinary shares.

15 September

publication of the press release reporting that Cellularline's board of directors had
approved the issuer's press release, pursuant to Art. 103 of the TUF, in relation to the
voluntary takeover bid promoted by 4 SIDE on all of Cellularline's shares, and consi-
ders the offered consideration of EUR 3.75 per share to be not financially fair.

3 October
publication of the company presentation containing the economic and financial tar-
gets of the 2022-2025 Business Plan.

7 October

notification by certain shareholders of the signing of a shareholders' agreement (the
"Agreement") concerning Cellularline S.p.A. shares. The Agreement binds 15 sha-
reholders - representatives of the founding families Aleotti and Foglio, Mr Tazartes,
Mr Cagnetta, Luchi Fiduciaria S.r.l, two funds managed by Quaero Capital SA, Ms Vi-
neti, Mr Bassi, Mr Montagnani, together holding 8,342,540 Cellularline ordinary sha-
res, equal to 38.1% of the share capital of the Company - not to adhere to the public
takeover bid or in any case to transfer Cellularline shares in the context of the public
takeover bid at a price lower than Euro 5.20.

14 October

conclusion of the acceptance period for the voluntary takeover bid for all Cellularline
S.p.A.'s ordinary shares promoted by 4 SIDE S.r.l.. Non-fulfilment of the threshold con-
dition and ineffectiveness of the offer.

17 October
dissolution of the shareholders' agreement concerning Cellularline S.p.A. shares as

a result of and following the notice of non-completion of the voluntary takeover bid
promoted by 4 SIDE S.r.l..
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20 October

initiation of a share buyback and disposal programme, starting on 24 October 2022 on
the basis of the authorisation resolution approved by the Shareholders' Meeting of 27
April 2022, which provides for a maximum number of Cellularline shares of 526,475

corresponding to approx. 2.4% of the share capital and for a maximum countervalue
of EUR 2.0 million.

12 December

resignation with effect from 8 January 2023 of Davide Danieli from the role of Group
Chief Corporate and Financial Officer, Investor Relator and Manager responsible for
preparing the financial information.
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i(ey events after the
reporting date

9 January 2023
the Board of Directors appointed Marco Cagnetta, Co-CEO of the Cellularline Group,
as interim Investor Relator of the Company;

11 January 2023

signing of the closing for the acquisition of a 60% stake in Peter Jackel GmbH, a major
German player in the consumer electronics industry for over 25 years, in the smartpho-
ne accessories sector, which in 2021 achieved a turnover of EUR 9.4 million with a net
profit of EUR 1.42 million. The preliminary consideration, paid at the closing, for the
acquisition of 60% of the company amounted to EUR 3.05 million and a possible price
adjustment is expected during the first half of 2023, following the approval of the 2022
financial statements of Peter Jackel GmbH. The agreement provides for the right to
exercise put-and-call options on the non- controlling interest of a total of 40% divided
into two tranches, the amount of which for each tranche will be calculated taking into

account economic-financial parameters recorded by Peter Jackel GmbH during the
financial years 2024 and 2025.

12 January 2023
Mauro Borgogno appointed as the new Group Chief Financial Officer and Manager
responsible for preparing the financial information, pursuant to Article 154-bis of the
Consolidated Finance Law, to replace Davide Danieli, who had tendered his resigna-
tion for personal reasons, while maintaining his position as Director in the Company's
Board of Directors.

28 February 2023

formalisation of a three-year agreement with MediaMarktSaturn Germany, the leading
retail distributor of consumer electronics products in Germany, strategically focused
on the shopping experience, with services and a selection of related accessories; the
agreement expands the distribution of Cellularline's range of products dedicated to

charging and protecting smartphones in MediaMarktSaturn Germany's approximately
400 shops.

CORPORATE PRESENTATION AND ANNUAL FINANCIAL REPORT

76

[CELLULARLINEGROUP]

nOutIook

On the basis of the revenue trend in 2022, as well as the expected positive impacts of
the numerous strategic actions taken in particular in the first months of 2023, such as
the acquisition of the German company Peter Jackel and the distribution agreement
with MediaMarktSaturn Germany, which will allow the Cellularline Group to operate
with a more structured and strengthened positioning in Germany, management belie-
ves it can continue the growth path it has started. Therefore, on the basis of the infor-
mation available to date and the observation of certain sector dynamics, the Company
overall confirms the long-term strategic orientations and the soundness of the deve-
lopment activities implemented.

Reggio Emilia, 15 March 2023

The Chairman of the Board of Directors
Antonio Luigi Tazartes
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[ ) o o
31 December Of whichrelated 31 December Of which related
Consolidated financial

LIABILITIES

statements as at and for the Non-current liabilities
Bank loans and borrowings and loans
year en e ecem er and borrowings from other financial 4.14 15.709 25.642

backers
Deferred tax liabilities 4.5 2.762 2.349
Employee benefits 4.15 524 772
(In thousands of Euro) Notes 3 D;(;:;g\ber Ofw:iac:i(r-;lated 31 Dze(;:;llnber Ofwl’:iac:i‘r-;lated Provisions for risks and charges 416 1.356 1.616
ASSETS Other financial liabilities 4.20 9.457 7.494
Non-current assets Total non-current liabilities
Intangible assets 4.1 54.826 61.355 Current liabilities
Goodwill 4.2 34.272 108.773 Bank loans and borrowings and loans
and borrowings from other financial 4.14 23.788 10.129
Property, plant and equipment 4.3 7.726 7.487 backers
Equity investments 71 58 Trade payables 4.17 23.580 19.825
Right-of-use assets 4.4 4.388 1.774 Current tax liabilities 4.18 772 1.230
Deferred tax assets 4.5 5.122 4.748 Provisions for risks and charges 4.16 - -
Financial assets 4.6 R R Other liabilities 419 5.591 4.489
Total non-current assets 106.405 184.195 Other financial liabilities 4.20 1.421 2.285
Current assets Total current liabilities 55.152 37.958
Inventories 4.7 41.400 30.518 TOTAL LIABILITIES 84.960 75.831
Trade receivables 4.8 53.291 3.707 52.117 4.702 TOTAL EQUITY AND LIABILITIES 215.428 281.190
Current tax assets 4.9 970 1.214
Financial assets 4.10 75 60
Other assets 4.11 3.371 4.948
Cash and cash equivalents 4.12 9.916 8.138
Total current assets 109.023 96.995
TOTAL ASSETS 215.428 281.190
EQUITY AND LIABILITIES
Equity
Share capital 4.13 21.343 21.343
Other reserves 4.13 168.737 159.174
Retained earnings 4.13 15.554 28.688

Loss for the year attributable to owners

of the parent (75.166) (3.846)
Equity attributable to owners of 130.468 205.359
the parent

Equity attributable to non-controlling ) )
interests

TOTAL EQUITY 130.468 205.359
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Income statement

(In thousands of Euro) Notes 2022 Ofwhichrelated 3027  Ofwhichrelated
Revenue from sales 5.1 137.644 5.120 110.575 4.238
Cost of sales 5.2 (84.218) (62.363)

Gross operating profit 53.426 48.212

Sales and distribution costs 5.3 (30.235) (26.334)

General and administrative costs 5.4 (101.272) (12) (30.407) (11)
Other non-operating revenue 5.5 1.787 3.372

Operating loss (76.295) (5.157)

Financial income 5.6 1.632 2

Financial expense 5.6 (2.287) (2.126)
Exchangeexchange gains 5.7 2.095 603

Gains on equity investments 5.8 38 122

Lossloss before taxes (74.816) (6.556)

Current and deferred taxes 5.9 (349) 2.710

Loss for the year before non-con-

trolling interests (75.166) (3.846)

Profit (loss) for the year attributable to
non-controlling interests

Loss for the year attributable to

owners of the parent (75.166) (3.846)

Basic earnings per share (Euro per

share) (3,65) (0,19)

Diluted earnings per share (Euro
per share)

(3,65) (0,19)

Statement of comprehensive income

(In thousands of Euro) Notes 2022 2021
::i:::r the year attributable to owners of the (75.166) (3.846)
Other components of comprehensive income that will
not be reclassified to profit or loss
Actuarial gains on defined benefit plans 196 2
Actuarial gains on provisions for risks 359 18
Gains on translation of foreign operations 806 691
Income taxes (155) (6)

Other components of comprehensive income for

the year Ll

Total comprehensive expense for the year (73.960) (3.141)

CORPORATE PRESENTATION AND ANNUAL FINANCIAL REPORT 84

[CELLULARLINEGROUP]

Statement of cash flows

(In thousands of Euro) Notes 2022 2021
Loss for the year (75.166) (3.846)
Amortisation, depreciation and impairment of goodwill 88.070 18.988
Net impairment losses and accruals 397 124
Gains on equity investments (38) (122)
Accrued financial expense 549 2,124
Current and deferred taxes 349 (2.710)
Other non-monetary changes 80 59
(Increase)/decrease in inventories (11.654) 2.563
(Increase)/decrease in trade receivables (1.170) 527
Increase in trade payables 3.755 4.340
Increase in other assets and liabilities 3.474 487
Payrr_we_nt of employee benefits and change in (136) (186)
provisions

Cash flow generated by operating activities 8.510 22.349
Interest paid and other net charges paid (2.287) (925)
Income taxes paid (1.335) (2.352)

Net cash flow generated by operating activities

Acquisition of subsidiaries, net of cash acquired (786) (2.365)

Purchase of property, plant and equipment and
intangible assets

(4.609) (4.997)

Cash flows used in investing activities (5.395) (V2173
(Dividends distributed) (1.012) -
Other financial assets and liabilities (1.827) (3.447)
Other changes in equity 400 -
Increase/(decreasg) in bank Ioans.and borrowings and 3811 (9.597)
loans and borrowings from other financial backers

E:)érs\'\ent of transaction costs relating to financial liabi- 106 151
zlcet:vci:isehsflows generated by (used in) financing (12.893)
Increase/(decrease) in cash and cash equivalents (1.183)
Effect of exchange rate fluctuations 806 692
Total cash flow 1.778 (491)

Opening cash and cash equivalents

Closing cash and cash equivalents
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Statement of changes in equity

Retained
earnings/
Other (losses  Profit (loss) Non-control-
reserves carried  forthe year ling interests
forward)

(In thousands of Euro) Notes  Share Capital Total Equity

Balance at 31 December

2020 21.343 157.761 15.451 13.900 208.455

Profit (loss) for the year (3.846) (3.846)

Other components of the
statement of comprehensive
income

Total statement of com-
prehensive income for the (3.846) (3.141)
year

Allocation of profit (loss) for

; 13.238 (13.900)
previous year

Dividend distribution
Purchase of treasury shares

Other changes 45

Balance at 31 December

2021 21.343 159.174 28.688 (3.846) 205.359

Profit (loss) for the year (75.166) (75.166)

Other components of the
statement of comprehensive 1.206
income

Total statement of com-
prehensive income for the (75.166) (73.960)
year

Allocation of profit (loss) for

: (3.846)
previous year

Dividend distribution 5.868 (6.880)

Other changes 2.395 (2.314) 81

Balance at 31 December

2022 21.343 168.644 15.648 (75.166) 130.468
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introduction

The Cellularline Group (hereinafter the "Group" or the "Cellularline
Group") is one of the main operators in the smartphone and tablet ac-
cessories sector in the EMEA area, as well as a market leader in Italy;
moreover, the Group ranks, by volume, among the top operators in
Spain, Switzerland, Belgium, the Netherlands, Germany and Austria
and boasts a strong competitive position in the other European coun-
tries.

The consolidated financial statements are submitted for approval by
the Shareholders' Meeting convened for 28 April 2023, in line with the
financial calendar approved by the Board of Directors on 9 January
2023.

Since 22 July 2019, the parent’s shares have been listed on the STAR
segment of the Milan Stock Exchange.

At the reporting date of the consolidated financial statements as at and
for the year ended 31 December 2022, the shareholders of Cellularli-
ne holding more than 5% of the share capital with voting rights are as
follows:

e Christian Aleotti 8,81%
e First Capital S.p.A. 7,22%
e Quaero Capital S.A. 6,80%
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Impact of the on-going
effects of COVID-19
and the Russia-Ukraine
conflict on the Group's
performance and
financial position,
measures taken, risks
and areas of uncertainty

[CELLULARLINEGROUP]

As it operates in several international mar-
kets, the Group is affected by changes in
their macroeconomic conditions. In ad-
dition to the health emergency - which
broke out in the first quarter of 2020 and
has not yet been fully resolved on a global
level - geopolitical uncertainty has been
added as a result of the start of the war in
Ukraine, with a consequentincrease in un-
predictability regarding future repercus-
sions on the global economy.

In particular during 2022, the Covid-19
outbreaks in China and the subsequent
restrictive measures adopted by the local
governmentimpacted the Group's supply
chain and contributed to the increase in
transport costs recorded during the year.

The conflict between Russia and Ukraine,
which started in February 2022, is having
negative consequences not only becau-
se of the severe humanitarian crisis that
has ensued, but also because of the eco-
nomic effects on global markets such as
the rising costs of some energy and food
commodities. Although the Group does
not operate in an energy-intensive sector,
these generalised increases have contri-
buted to a global inflationary spiral that
has already had its impact on consump-
tion and which the Group's management
is closely monitoring.

It should also be noted that the increase
in interest rates, implemented by the ECB
and the Federal Reserve to address these
inflationary phenomena, had a significant
impact on certain valuation items in the fi-
nancial statements and that the apprecia-
tion of the US dollar against the Euro cau-
sed a significant increase in transportation
costs during the year 2022, this apprecia-
tion has been reducing in the latter part
of the year and management is confident
that it will be further reduced in 2023.
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Basis of preparation
and accounting policies

The basis of preparation and main accounting policies adopted in the preparation
of the Consolidated Financial Statements as at and for the year ended 31 December
2022 are described below. They have been applied consistently for all the years pre-
sented in this document, taking into account the provisions of note 2.4.1 “Changes in
accounting policies”.

2.1

Basis of preparation of the Consolidated Financial
Statements

The financial statements as at and for
the year ended 31 December 2022 have
been prepared in accordance with the
International Financial Reporting Stan-
dards ("IFRS") issued by the International
Accounting Standards Board ("IASB")
and endorsed by the European Union.
IFRS also include all the International Fi-
nancial Reporting Standards("IFRS"), all
the International Accounting Standards
("IAS") and all the interpretations of the
International Financial Reporting Inter-
pretations Committee ("IFRIC"), previou-
sly known as the Standing Interpretation
Committee ("SIC"), endorsed by the Eu-
ropean Union at the date of approval of
these financial statements by the Board
of Directors of the Parent and contained
in the relative EU regulations published
at that date.

Some of the information contained in
the notes to the consolidated financial
statements, prepared in ESEF format, ex-
tracted from the XHTML formatin an XBRL
instance, may not be reproduced identi-
cally, due to mere technical problems, to
that contained in the consolidated finan-
cial statements in XHTML format.
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2.2

Basis of presentation

The consolidated financial statemen-
ts have been prepared on the basis of
the financial statements at 31 December
2022, drafted by the individual compa-
nies included in the consolidation scope
of Cellularline S.p.A. ("the Company",
and together with its Subsidiaries and
Associates "the Group"). The financial
statements and accounting statements
of the companies included in the sco-
pe of consolidation have been adju-
sted, where necessary, in order to bring
them into line with the accounting po-
licies classification criteria of the parent
in compliance with IFRS. The Group has
applied IFRS for the preparation of con-
solidated financial statements since the
financial statements at 31 December
2018 with transition date 1 February
2017.

The Consolidated Financial Statements
as at and for the year ended 31 Decem-
ber 2022 include the financial statemen-
ts of the parent, Cellularline S.p.A., and
of the companies over which it has the
right to exercise, directly or indirectly,
control. The purpose of the notes is to
illustrate the accounting policies adop-
ted, to provide the information required
by IFRS and not contained in other parts
of the consolidated financial statements,
as well as to provide additional informa-
tion not shown in the consolidated finan-
cial statements but necessary in order to
give a true and fair view of the Group's
operations. With reference to the use
of the going concern assumption in the
preparation of the financial statements,
the joint co-ordination table between
the Bank of Italy, Consob and Isvap on

[CELLULARLINEGROUP]

the application of IAS/IFRS, with docu-
ment no. 2 of 06.02.2009 "Information
to be provided in financial reports on
the going concern assumption, financial
risks, impairment testing of assets and
uncertainties in the use of estimates", as
well as with the subsequent document
no.4 of 04.03.2010, requires directors to
make particularly accurate assessments
on the existence of the going concern
assumption. In addition, paragraphs 25-
26 of IAS 1 state that: "When preparing
financial statements, management shall
make an assessment of the entity's abi-
lity to continue as a going concern. An
entity shall prepare financial statements
on a going concern basis unless mana-
gement either intends to liquidate the
entity or to cease trading, or has no rea-
listic alternative but to do so”.

Therefore, when preparing the finan-
cial statements at 31 December 2022,
the Directors carried out a prospecti-
ve evaluation of the company's ability
to continue to constitute a functioning
economic complex intended for the
production of income for a foreseeable
future, relating to a period of at least
twelve months from the date of the fi-
nancial statements. This assessment was
also made taking into account:

* the positive evolution of the reference
market recorded in the last few years,
which was associated with a significant
increase in sales revenue of the Parent
and the Group, as well as forecasts re-
garding future trends in revenue and
core business;
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the positive economic and financial
development forecasts contained in
the 2023-26 Business Plan of the Pa-
rent and the Group, approved by the
Parent's Board of Directors on 15 Mar-
ch 2023;

the (past and expected) ability of the
Parent and the Group to continue to
generate positive cash flows that, to-
gether with available credit lines,
enable them to meet expected pay-
ment commitments;

the high level of capitalisation of the
Parent and the Group.

Consequently, the consolidated finan-
cial statements as at and for the year en-
ded 31 December 2022 have been pre-
pared on a going concern basis, as the
Directors have verified that there is no
income, financial, managerial or other
indicators that could indicate critical is-
sues or uncertainties regarding the Pa-
rent’s and Group's ability to continue to
operate as a going concern for the fore-
seeable future and in particular over the
next 12 months.

The consolidated financial statemen-
ts are expressed in Euro, the functional
currency of the Group and the Parent,
and all amounts are rounded to the nea-
rest thousand Euro. For the sake of clari-
ty, the mandatory items under IAS 1 that
show nil balances in both comparative
periods, have been omitted from the
schedules and tables.

The consolidated financial statements
consist of the following statements and
these notes:
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Statement of financial position: it
presents current and non-current
assets separately from current and
non-current liabilities, with a descrip-
tion in the notes, for each asset and
liability item, of the amounts that are
expected to be settled or recovered
within or after 12 months from the re-
porting date.

Income statement: the classification
of costs is based on their function,
showing the intermediate results re-
lating to gross operating profit/(loss),
net operating profit/(loss) and profit/
(loss) before taxes.

Statement of comprehensive inco-
me: this statement includes the profit/
(loss) for the year and the expense and
income recognised directly in equity
for transactions other than those car-
ried out with the owners.

Statement of cash flows: this state-
ment shows cash flows from operating,
investing and financing activities. Cash
flows from operating activities are re-
presented using the indirect method,
through which the profit for the year
is adjusted by the effects of non-mo-
netary transactions, any deferral or ac-
crual of previous or future collections
or payments and revenue connected
with the cash flows deriving from inve-
sting or financing activities.

Statement of changes in equity: this
statement includes, in addition to the
result of the consolidated statement of
comprehensive income, also the tran-
sactions that took place directly with the
shareholders who acted in this capacity
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and the details of each individual com-
ponent. Where applicable, it also inclu-
des the effects of changes in accounting
policies for each item of equity.

Notes to the consolidated financial
statements.

2.3

Basis of consolidation

Basis of consolidation

The consolidated financial statements
include the financial statements or ac-
counting statements at 31 December
each year of the subsidiaries included in
the scope of consolidation. An investor
controls an investee when it is exposed,
or has rights, to variable returns from its
involvement with the investee and has
the ability to affect those returns through
its power over the investee. An investor
has power over an investee entity when
the investor has existing rights that give
it the current ability to direct the relevant
operations, i.e. the operations that affect
significantly the returns of that investee.
The results of subsidiaries acquired, in-
cluding through mergers, or sold during
the year are included in the income sta-
tement from the effective date of acqui-
sition until the effective date of dispo-
sal. When necessary, adjustments were
made to the financial statements of sub-
sidiaries to align the accounting policies
used with those adopted by the Group
and in compliance with IFRS.

All transactions between Group compa-
nies and the related amounts are dereco-
gnised on consolidation.
Non-controlling interests in the net assets

[CELLULARLINEGROUP]

The consolidated financial statements
are presented in comparative form.

These consolidated financial statements
were authorised for publication by the
Board of Directors on 15 March 2023.

of consolidated subsidiaries are identi-
fied separately from the Group's equity.
This interest is determined on the basis
of the percentage held in the fair values
of the assets and liabilities recognised
as at the date of the original acquisition
and in the changes in net equity after that
date.

Subsequently, the losses attributable
to non-controlling interests in excess of
their equity are allocated to equity attri-
butable to owners of the parent, with the
exception of cases in which the non-con-
trolling owners have a binding obligation
and are able to provide additional invest-
ments to cover the losses.
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Business combinations

The acquisition of subsidiaries is accoun-
ted for using the acquisition method. The
cost of the acquisition is determined by
the aggregate acquisition-date fair va-
lues of the assets given, liabilities incur-
red or assumed and equity instrumen-
ts issued by the Group in exchange for
control of the acquiree. Any goodwill de-
riving from the acquisition is only deter-
mined at acquisition, and is recognised
as an assets and measured as the excess
of the acquisition cost over the Group's
interest in the fair values of the acquiree's
identifiable assets, liabilities and contin-
gent liabilities recognised. Non-control-
ling interests in the acquiree are initially
measured in proportion to their interest
in the fair values of the assets, liabilities
and contingent liabilities recognised.
The identifiable assets, liabilities and
contingent liabilities of the acquiree that
meet the conditions for recognition in ac-
cordance with IFRS 3 are recognised at
their acquisition-date fair values, with the
exception of non-current assets (or dispo-
sal groups), which are classified as held
for sale in accordance with IFRS 5. These
are recognised and measured at their fair
values less selling costs. Goodwill arising
from the acquisition of control of an inve-
stee or a business unit reflects the excess
of the acquisition cost (defined as the ag-
gregate considerations transferred in the
business combination), plus the fair value
of any previously held interests in the ac-
quiree, over the acquisition-date fair va-
lues of the acquiree's identifiable assets,
liabilities and contingent liabilities. In an
acquisition that does not entail control,
goodwill can be determined at the ac-
quisition date either in proportion to the
percentage of control acquired or by me-
asuring the fair value of non- controlling
interests (i.e. "full goodwill"). The choice
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of the valuation method can be made on
a case-by-case basis for each transaction.
To determine goodwill, the consideration
transferred in a business combination is
calculated as the sum of the fair values
of the assets transferred and liabilities
assumed by the Group at the acquisition
date and the equity instruments issued in
exchange for control of the acquiree, in-
cluding the fair value of any consideration
subject to the conditions set out in the
acquisition contract. Any adjustments to
goodwill may be recognised in the mea-
surement period (which may not exceed
one year from the acquisition date) as a
result of subsequent changes in the fair
value of payments subject to conditions
or in the determination of the fair values
of the acquired assets and assumed lia-
bilities, if provisionally recognised at the
acquisition date and if such changes are
determined to reflect new information
about facts and circumstances existing at
the combination date. In the event of the
sale of interests in subsidiaries, the resi-
dual amount of goodwill attributable to
them is included in the determination of
the gain or loss on the sale.
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Scope of consolidation

The consolidated financial statements as at and for the year ended 31 December 2022
include the financial and performance figures of Cellularline S.p.A. (Parent) and opera-
ting companies in which the Parent holds, directly or indirectly, an interest of more than
50%, or controls according to the definition in IFRS 10.

The method used for consolidation is that of full consolidation for the following compa-
nies:

Profit (loss) .
Type of for the year Percenta?‘e of Camying

ownership  (inforeign  ownership . amount
currency/000 (in Euro/000)

Share Capital Equity
Office (in foreign (in foreign
currency /000) currency /000)

‘

Subsidiaries

Cellular Spain S.L.U. ES 3 956 Direct 181 100% 1.103
Cellular Inmobiliaria ES 3 86 Direct 5 100% 3
Cellular Immobiliare CH 100 268 Direct 14 100% 71
Helvetica S.A.

Pegaso S.r.l. IT 70 1.269 Direct (10) 100% 3.665
Systema S.r.l. IT 100 2.167 Indirect (150) 100% n.a.
Worldconnect AG CH 100 3.767 Direct 595 80% 14.757
Cellularline USA Inc. us 50 500 Direct 32 100% 474
Coverlab S.r.l. IT 69 286 Direct 94 55% 295
Subliros S.L. [Note 1] ES 11 46 Direct (10) 80% 177

Total subsidiaries

Associates

Cellular Swiss S.A. (*) CH 100 460 Direct 37 50% 33

Total associates

[1] The result shown for Subliros relates to the two months of 2022; it was acquired by Cellularline S.p.A. at the end of October.
(*) Figures refer to the latest available financial statements at 31 December 2021.

It is specified that the companies Worldconnect AG, Coverlab S.r.l. and Subliros S.L. are
consolidated 100% by virtue of the put/call contracts signed by the parent, which regu-
late the acquisition of the remaining shares in the subsidiaries.

During the second half of 2022 the Parent completed the purchase of 80% of Subliros
S.L...The Company was fully consolidated by Cellularline starting 1 November 2022. The
associate Cellular Swiss S.A. is measured using the equity method, as shown in the table
below:

Company Office Currency Share Capital ownership %
Direct Indirect

Cellular Swiss S.A.  Switzerland (Aigle) CHF 100.000 50%
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USE OF ESTIMATES AND JUDGEMEN-
TS IN THE PREPARATION OF THE CON-
SOLIDATED FINANCIAL STATEMENTS
In preparing the consolidated financial
statements, management had to make
judgements, estimates and assumptions
that influence the application of the ac-
counting policies and the amounts of
assets, liabilities, costs and revenue re-
cognised. However, since these are esti-
mates, actual results will not necessarily
be the same as those represented here;
these estimates and assumptions are
regularly reviewed. Significant subjecti-
ve judgements by management in ap-
plying the Group's accounting policies
and the main sources of uncertainty in
estimates are listed below.

FAIR VALUE
When measuring the fair value of an as-
set or liability, the Group makes use of
observable market data where possible.
The Group applies a fair value hierarchy
that categorises into three levels the in-
puts valuesto the valuation techniques
used to measure fair value, as follows:
Level 1 inputs are quoted prices (una-
djusted) in active markets for identical
assets or liabilities that the Group can
access at the measurement date;
Level 2 inputs are inputs other than
quoted prices included in Level 1 that
are observable for the asset or liability,
either directly or indirectly;
Level 3 inputs are unobservable inputs
for the asset or liability.

If the inputs used to measure the fair
value of an asset or a liability might be
categorised within different levels of the
fair value hierarchy, the fair value mea-
surement is categorised in its entirety in
the same level as the fair value hierarchy
as the lowest level of input that is signifi-
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cant to the entire measurement.
IMPAIRMENT TEST ON GOODW/ILL

The Group test goodwill for impairment
annually and whenever there is any indi-
cation of impairment. For the purposes
of impairment testing, the recoverable
amount of each cash generating units
was determined as value in use using
the discounted cash flow method. In
applying this method, the Group uses
various assumptions, including the esti-
mate of future increases in sales, ope-
rating costs, the growth rate of terminal
values, investments, changes in working
capital and the weighted average cost
of capital (discount rate). For the purpo-
se of preparing the interim condensed
consolidated financial statements at 30
June 2022, the parent performed an
analysis on the possible presence of in-
dicators of impairment of goodwill and,
as a result of this analysis, deemed it ap-
propriate to perform an impairment test,
since firstly, the net equity of the Group
referring to the Parent was higher than
the value of the Stock Exchange capi-
talisation at the same date. The Group,
therefore, with the support of an Advi-
sor (Deloitte & Touche), performed an
impairment test, whose criteria were ap-
proved by the Board of Directors of the
Parent on 28 July 2022 and the results
of which were approved on 8 Septem-
ber 2022. As a result of this test, it was
necessary to record an impairment loss
on Goodwill of EUR 39.9 million. At 31
December 2022, the Parent performed
an additional impairment test whose ap-
proach was consistent with that adopted
for the interim condensed consolidated
financial statements at 30 June 2022,
and updated all relevant parameters
based on information available from
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external sources, starting in particular
with the determination of the discount
rate (WACC) and the perpetual growth
rate subsequent to the explicit forecast
(g-rate). At the end of the test, an impair-
ment loss on Goodwill of EUR 75.4 mil-
lion (of which EUR 39.9 million already
noted in the interm condensed conso-
lidated financial statements at 30 June
2022) was recognised in the income
statement, which is mainly attributable
to the effect of the significant increase
in the discount rate used for the purpo-
ses of the test, which firstly reflects the
significant increase progressively seen
during the year as a result of the actions
to counter inflationary phenomena by
central banks described above. Refer to
note "4.2 Goodwill" for more detailed
information.

MEASUREMENT OF CUSTOMER RE-
LATIONSHIP AND TRADEMARKS
WITH A FINITE USEFUL LIFE

The Directors have carried out an analy-
sis to verify the possible need to subject
these intangible assets with a defined
useful life to an impairment test, consi-
dering - as provided for by IAS 36 - the
possible presence of internal and exter-
nal indicators. At 31 December 2022,
the Group did not carry out the impair-
ment test, as it did not detect any spe-
cific impairment indicators on the asset,
in consideration of the fact that several
multi-year renewals were carried out
with strategic customers during 2022
and, therefore, the core of the most rele-
vant customers from the 2018 business
combination perimeter does not appe-
ar to be at risk. The Group has also not
identified impairment indicators related
to the customer relationship that emer-
ged during the Purchase Price allocation
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of Worldconnect, considering: (i) the
economic-financial performance (reve-
nue and EBITDA) above budget in 2022
(ii) the key economic-financial indicators
for the company that were included in
the plan prepared by management. The
Group has notidentified any impairment
indicators related to the commercial
agreement that arose during the Purcha-
se Price Allocation of Systema conside-
ring that: (i) the commercial relationship
with the main customer is still in place;
(ii) the main economic and financial in-
dicators relating to this type of sale are
growing over the plan period.

Following the formalisation of internal
analyses, the Directors did not identify
any specific impairment indicators rela-
ting to these assets, considering: (i) the
main economic and financial indicators
of the plan prepared by management
and (ii) the maintenance of a significant
market share in the relevant markets.

The loss allowance reflects the Direc-
tors' estimate of credit losses on trade
receivables. It is estimated based on the
Group's expected credit losses, taking
into account expected future changes
in the counterparties' credit ratings, cur-
rentand previous past due amounts, los-
ses and collections, monitoring of credit
quality and projections of economic and
market conditions. The Group has adop-
ted a specific credit assessment and al-
lowance determination procedure.

The allowance for inventory write-down
reflects the Group companies' estima-
te of losses in the value of inventories
that have already occurred or that are
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expected to occur, determined on the
basis of past experience, and historical
and expected sales trends. The allowan-
ce for inventory write-down takes into
account the commercial obsolescence
for each category of products on the ba-
sis of inventory turnover rates, market va-
lues and specific technical assessments
related to technological developments.

Stock Grant plan

The measurement of the stock grant
plans, granted during 2021 and 2022,
was carried out based on the guidance
contained in International Financial Re-
porting Standard 2 (IFRS 2) - "Share-ba-
sed payments".

Deferred tax assets

The Group's consolidated financial sta-
tements include deferred tax assets.
These deferred taxes have been recor-
ded taking into consideration their re-
coverability, on the basis of the future
income expectations of the Group com-
panies.

Provisions for risks

As it operates globally, the Group is
subject to legal and tax risks deriving
from the normal operations. The Group
recognises and measures contingent
liabilities on the basis of assumptions
mainly relating to the probability and
extent of the financial outlay.
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24

Most significant accounting policies used in
the preparation of the Consolidated Financial
Statements

The consolidated financial statements are presented in Euro, the Parent's functional
and presentation currency. Transactions in foreign currencies are translated into the
functional currency of each Group company at the exchange rate in force at the date of
the transaction. Monetary items in foreign currency at the reporting date are translated
into the functional currency using the exchange rate at that date. Non-monetary items
that are measured at fair value in a foreign currency are translated into the functional
currency using the exchange rates in force on the date on which the fair value was
determined. Non-monetary items that are measured at historical cost in a foreign cur-
rency are translated using the exchange rate in force at the transaction date. Exchange
gains and losses arising from the translation are generally recognised in profit or loss
for the year under financial income and expense.

The exchange rates used to translate into Euro the financial statements of Worldcon-
nect and Immobiliare Helvetica as at and for the year ended 31 December 2022 were
as follows:

Currency 2022 average 31 December 2022 2021 average 31 December 2021

Euro / CHF 1,005 0,985 1,081 1,033

The exchange rates used to translate the financial statements of Cellularline USA as at
and for the year ended 31 December 2022 into Euro were as follows:

Currency 2022 average 31 December 2022 2021 average 31 December 2021

Euro /USD 1,053 1,067 Not applicable Not applicable
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INTANGIBLE ASSETS

Intangible assets acquired or generated internally are recognised as assets, in accor-
dance with IAS 38, when it is probable that the use of the asset will generate future
economic benefits and when the cost of the asset can be reliably determined. Intan-
gible assets with finite useful lives are measured at the costs incurred to acquire or
internally generate the asset, net of accumulated amortisation and impairment losses.
Intangible assets are amortised on a straight-line basis over their estimated useful life,
which is the estimated period over which the assets will be used by the Group. The
amortisation rates used are summarised below, by category of intangible assets:

Category
Development costs
Cellularline customer relationships
Software
Licenses
Cellularline trademark
Interphone trademark
Systema trade agreement
Skross trademark
Q2Power trademark
Worldconnect customer relationships
Worldconnect patents

Other

If the licences refer to specific service
contracts, they are amortised over the
term of the relevant contract. Some of
the above items are detailed below.

DEVELOPMENT COSTS

Costs incurred for research and deve-
lopment projects are those incurred
with the aim of studying and acquiring
knowledge for new or improved pro-
ducts, processes and services. If these
costs reflect a multi-year utility, i.e., if
they have benefits that manifest them-
selves over several years, they may be
capitalised, otherwise they are taken to
profit or loss for the year in which they
are incurred.

Advertising expenses, which do not
meet the requirements of IAS 38, are ta-
ken to profit or loss for the year.
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Amortisation rate
50%
7,7%
33%

33-50%
5,5%
10%
14%
10%
10%
7%
10%
33%

CUSTOMER RELATIONSHIPS

The purchase price allocation procedu-
re entailed the appraisal of the Group's
customer relationships as the sum of its
customer relationships relating to the
Red, Blue and Black lines, in addition
to the customer relationship deriving
from the acquisition of Worldconnect
in 2020. Customer relationships refer to
the existing contracts entered into with
key customers, enabling the Group to
limit access by third parties through the
consolidated relationship it has establi-
shed with the customers. The fair value
of customer relationships can be reliably
measured as it is possible to identify the
economic benefits attributable to this
asset by monitoring the revenue gene-
rated by individual customers for each
product line. The residual useful life,
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also considering the customer attrition
rate, i.e. the percentage of customers
who historically interrupt their trade re-
lationships with the Group after a given
period of time, can be estimated at 13
years. At 31 December 2022, the Group
decided that there was no need to test
the Cellularline's customer relationships
resulting from the 2018 business combi-
nations, recognised as assets with finite
useful lives for impairment. Finally, the
original useful life of the customer rela-
tionship resulting from the acquisition of
Worldconnect is estimated at 14 years.

SOFTWARE, LICENSE AND TRADE-
MARKS

This item mainly includes the effect of
the purchase price allocation procedure
for the fair value of the Cellularline and
Interphone trademarks, in addition to
the trademarks deriving from the recent
acquisition of Worldconnect (in 2020).
For the purpose of estimating the fair
value, a royalty rate was considered, ba-
sed on the analysis of comparable mar-
ket transactions, and applied to the cash
flows attributable to each asset. These
flows were expressed net of marketing
costs aimed at maintaining the intan-
gible asset at the conditions in which it
was at the measurement date and net of
the related tax burden. The value of the
asset is the sum of the present values of
the cash flows. The trademarks in que-
stion may be separated from the Parent/
Group? and transferred, sold or licensed
for use to a third party and the Group
has the option of limiting access by third
parties as they are registered trademar-
ks. In addition, the Group receives the
economic benefits attributable to them,
reflected in the revenue of the Red line
for the Cellularline brand, recognised in
Europe for smartphone and tablet ac-
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cessories for over 25 years, and in the
revenue of the Black line for the Inter-
phone brand. The estimated useful lives
of these trademarks are 18 and 10 years,
respectively. The Skross trademark - ac-
quired in 2020 following the acquisition
of the Worldconnect subsidiary - has
an estimated useful life of 10 years. The
Group did not deem it necessary to test
trademarks recognised as assets with a
finite useful life for impairment, given
that no impairment indicators were de-
tected on specific assets and the resul-
ts of previous impairment tests showed
significant coverage. Software costs,
including ancillary expense, relate to
software acquired for the Group's use.
Licenses refer to software licenses dedi-
cated to specific service contracts.

PATENTS

This item mainly includes the effect of
the purchase price allocation procedure
for the fair value of the patents acquired
with the recent acquisition of Worldcon-
nect (in 2020). The Dual Excess Earnings
Model (DEEM) had been used for the
measurement at the time of initial regi-
stration of the Patents. The useful life is
ten years based on an estimate of the
competitive positioning to which the pa-
tented products refer. The obsolescen-
ce factor considered is the "linear" type,
in line with practice and consistent with
the useful life identified by the Directors.
The original estimated useful life of the-
se patents was 10 years. The Group did
not deem it necessary to test these pa-
tents recognised as assets with a finite
useful life for impairment, given that no
impairment indicators were detected.

TRADE AGREEMENT
The Purchase Price Allocation process,
carried out following the acquisition of
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the company Systema S.r.l., entailed the
appraisal of a trade agreement with a
leading international telephone ope-
rator. In 2006, Systema S.r.|. started the
production and marketing of accesso-
ries for a leading international telepho-
ne operator, establishing a long-term
strategic partnership. The asset qualifies
as a trade agreement of a contractual
nature for the supply of goods and/or
services to third parties and meets the
following conditions:
it guarantees future sales, with no fixed
expiry and despite both parties having
the right to withdraw; the relationship
remained continuously in place from
2006 to the date of the Business Com-
bination on 3 April 2019;
sales are regulated at conditions which
guarantee a normal return on invest-
ment and an extra income.

The trade agreement meets the requi-
rements identified by IFRS 3 (Business
Combination) and IAS 38 (Intangible As-
sets) for the identification and measure-
ment of intangible assets.

The trade agreement was measured
using the Multi-period Excess Earnings
Method (MEEM); this method works on
the assumption that the income gene-
rated by the asset identified as the do-
minant income-generating asset can be
determined as the difference between
comprehensive income and the normal
remuneration of all other assets (intangi-
ble assets and PPE). The fair value of the
primary asset is obtained by discounting
the expected residual excess earnings
over the residual useful life of the asset
(multi-period). The Group did not deem
it necessary to test the above commer-
cial agreement recorded as an asset
with a defined useful life for impairment
were identified.
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GOODWILL

Goodwill acquired in business com-
binations is initially recognised at cost
and represents the excess of the acqui-
sition cost over the Group's interest in
the fair value of the identifiable assets,
liabilities and contingent liabilities of
the acquirees. Any negative difference,
"negative goodwill", is recognised in
profit or loss at the time of acquisition.
When a subsidiary is acquired in a bu-
siness combination achieved in stages,
the individual assets and liabilities of the
subsidiary are not measured at fair value
in each subsequent stage and goodwill
is only determined in the first acquisition
stage. After initial recognition, goodwill
is shown net of impairment losses, de-
termined as described below. At the ac-
quisition date, any emerging goodwill is
allocated to each of the cash generating
units expected to benefit from the syner-
gies achieved as a result of the acquisi-
tion. Any impairment losses are identi-
fied through assessments of the ability
of each cash-generating unit to genera-
te cash flows capable of recovering the
portion of goodwill allocated to it, in the
manner indicated in the section on pro-
perty, plant and equipment. If the reco-
verable amount of the cash-generating
unit is lower than the carrying amount,
an impairment loss is recognised. This
impairment loss is not reversed if the re-
asons for it no longer exist. When part
or all of an acquiree whose acquisition
generated goodwill is sold, the residual
carrying amount of goodwill is conside-
red when calculating the gain or loss on
the sale.

IMPAIRMENT

The Group tests for goodwill at least
once a year and whenever indicators of
impairment are identified, the recove-
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rability of the carrying amount of pro-
perty, plant and equipment, financial
assets and intangible assets other than
goodwill to determine whether there is
any indication that those assets may be
impaired. If such an indication exists, the
asset's recoverable amount must be esti-
mated to determine the amount of any
impairment loss. When it is not possible
to estimate the recoverable amount of
a single asset, the Group estimates this
amount at the individual company level,
which represents the smallest indepen-
dent cash-generating unit to which the
asset belongs. The recoverable amount
of an asset is the higher of its fair value
less costs of disposal and its value in use
(discounting the asset’s estimated futu-
re cash flows, given the specific risks of
the asset). If the recoverable amount is
estimated to be less than the carrying
amount, it is reduced to the lower reco-
verable amount. When an impairment
loss on assets other than goodwill sub-
sequently ceases to exist or decreases,
the carrying amount of the cash-genera-
ting unit or asset is increased up to the
new estimate of its recoverable amount
and may not exceed the amount that
would have been determined had no
impairment loss been recognised. The
reversal of an impairment loss is imme-
diately recognised in profit or loss.
Please refer to Section 4.2.1 for the test
results at 31 December 2022.

PROPERTY, PLANT AND EQUIPMENT
Property, plant, machinery and industrial
equipment used for the production or
supply of goods and services are reco-
gnised at historical cost, net of accumu-
lated depreciation and any impairment
losses; the cost also includes any costs
directly incurred to prepare the assets for
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use. Interest expense incurred on loans
obtained to purchase or construct pro-
perty, plant and equipment is recognised
as an increase in the assets only in the
case of assets that meet the requirements
for recognition as such, i.e. they require a
significant period of time to be ready for
use or marketable. Ordinary maintenan-
ce and repair costs are taken directly to
profit or loss for the year in which they are
incurred, while maintenance costs that
increase the value of assets are allocated
to such assets and depreciated with the
asset on the basis of its residual possibi-
lity of use. Assets under construction and
payments on account are recognised as
assets based on the cost incurred and/or
the advance paid, including directly attri-
butable expenses.

Depreciation is calculated on a straight-li-
ne basis to the cost of the assets, net of
their residual values (when reasonably
estimable), over their estimated useful
lives, applying the following rates (main
categories):

Category Depreciation rate
Buildings 3%
Plants and machinery 12-30%

Industrial and commercial o
: 15%
equipment

Other assets 12-15-20-25%
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Assets intended for specific service con-
tracts are an exception and are depre-
ciated according to the duration of the
contract. Depreciation begins when the
assets are available for use and is calcu-
lated at half the normal rate in the year
when the assets are places in service,
with the exception of property, plant and
equipment allocated for instrumental use
on specific service contracts, which are
depreciated in proportion to the remai-
ning days of the service contract. Gains
and losses on the sale or disposal of as-
sets are determined as the difference
between the revenue from sale and the
asset's carrying amount, and are recogni-
sed in profit or loss for the year.

RIGHT-OF-USE ASSETS

IFRS 16 introduced a single model of ac-
counting for leases in the financial state-
ments of lessees whereby the Group, as
lessee, recognised an asset that repre-
sents the right to use the underlying asset
and a liability that reflects the obligation
to pay the lease payments. The accoun-
ting methods for the lessor, on the other
hand, remain similar to those provided
for by the previously applicable standard.
The Group has used the option to adopt
IFRS 16 with the modified retrospective
method, which provided for the possibi-
lity of recognising the right-of-use asset
at 1 January 2019 for an amount equal to
the lease liability remaining at that date,
without recalculating the figures for the
previous year.

DEFINITION OF LEASING

In accordance with IFRS 16, the Group as-
sesses whether the contract is a lease or
contains a lease on the basis of the new
definition of a lease. Under IFRS 16, a
contract is, or contains, a lease if the con-
tract conveys the right to control the use
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of an identified asset for a period of time
in exchange for consideration. At the
date of initial application of IFRS 16, the
Group decided to adopt an operating
procedure that allows it not to re-exami-
ne which transactions constitute a lease.
IFRS 16 was applied only to contracts that
had previously been identified as leases.
Contracts that were not identified as lea-
ses by applying IAS 17 and IFRIC 4 were
not reassessed to determine whether
they were leases. Therefore, the defini-
tion of a lease in IFRS 16 has been ap-
plied only to contracts entered into or
amended on or after 1 January 2019.

LESSEE ACCOUNTING MODEL

The Group leases assets such as buil-
dings and motor vehicles. As a lessee,
the Group previously classified leases as
operating or financial, assessing whether
the lease transferred substantially all the
risks and rewards of ownership. In accor-
dance with IFRS 16, the Group recogni-
ses the right-of-use assets and the lease
liabilities in the statement of financial
position. However, the Group has deci-
ded not to recognise right-of-use assets
and lease liabilities of low value assets
(less than USD 5,000). Therefore, the
Group recognises the lease payments
as a cost on a straight-line basis over the
lease term. The Group recognises the
right-of-use assets that do not meet the
definition of investment property under
Right-of-use assets, which is the same
item it uses to present the same kind of
assets that it holds. Right-of-use assets
that meet the definition of investment
property are presented under Invest-
ment property. The Group classifies lease
liabilities under 'Other financial liabilities'
in the statement of financial position. At
the commencement date of the lease,
the Group recognises a right-of-use as-
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set and a lease liability. The right-of-use
asset is initially measured at cost, then at
cost less any accumulated depreciation
and any accumulated impairment losses,
and adjusted for any measurement of
the lease liability. The right-of-use asset
that meets the definition of investment
property is recognised under the item of
the same name and is initially measured
at cost and subsequently at fair value, in
accordance with the Group's accounting
policies.

The Group measures the lease liability at
the present value of the lease payments
that are not paid at the commencement
date, discounting them using the inte-
rest rate implicit in the lease. If that rate
cannot be readily determined, the Group
uses the incremental borrowing rate.
Generally, the Group uses the incremen-
tal borrowing rate as the discount rate.
The lease liability is subsequently increa-
sed to reflect interest accrued on the lea-
se liability and reduced to reflect the lea-
se payments made and is remeasured if
there is a change in future lease paymen-
ts resulting from a change in the index or
rate, if there is a change in the amounts
that the Group expects to pay under a re-
sidual value guarantee or when there is a
change in the assessment of an option to
purchase the underlying asset, extend or
terminate a lease.

The Group has estimated the lease term
of certain contracts in which it acts as a
lessee and which provide for renewal op-
tions. The Group's assessment of whether
or not there is a reasonable certainty of
exercising the option influences the esti-
mated lease term, significantly impacting
the carrying amount of the lease liabili-
ties and right-of-use assets recognised.
The Group used the following practical
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expedients when applying IFRS 16 to
leases previously classified as operating
leases under IAS 17:
it applied the exemption not to reco-
gnise right-of-use assets and liabilities
for leases with a term of less than 12
months
it excluded initial direct costs from me-
asuring the right-of-use assets at the
date of initial application;
it used hindsight when determining the
lease term if the contract contains op-
tions to extend or terminate the lease.

ASSOCIATES

The Group's equity investments in as-
sociates are measured using the equity
method. An associate is a company over
which the Group exercises significant in-
fluence and which cannot be classified
as a subsidiary or joint venture. Therefo-
re, the equity investment in an associate
is recognised in the statement of finan-
cial position at cost, subsequently adju-
sted for the post-acquisition change in
the Group's interest in the associate’s
equity. Goodwill relating to the asso-
ciate is included in the carrying amount
of the investment and is not subject to
amortisation. After application of the
equity method, the Group determines
whether there is any objective evidence
that its net investment in the associate is
impaired. The income statement reflects
the Group's share of the associate's pro-
fit (loss) for the year. If an associate reco-
gnises adjustments directly in equity, the
Group recognises its share and presents
it, where applicable, in the statement of
changes in equity.

EQUITY INVESTMENTS IN OTHER
COMPANIES

Investments in other companies that
are not subsidiaries or associates are
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measured at cost, including incidental
expenses.

FINANCIAL ASSETS AND LIABILITIES
Financial assets and liabilities are accoun-
ted for and measured in accordance with
IFRS 9.

The standard introduces a new model of
hedge accounting in order to update the
requirements of the current IAS 39. The
main updates concern:

changes to the effectiveness test by re-
placing the current 80-125% parame-
ter-based approach, with the principle
of the "economic relationship" betwe-
en the hedged item and the hedging
instrument; moreover, an assessment
of the retrospective effectiveness of the
hedging relationship is no longer re-
quired,;

the increase in the types of transactions
eligible for hedge accounting, also in-
cluding the risks of non-financial assets/
liabilities eligible for hedge accounting;

the change in the accounting treatment
of forward contracts and options when
they are included in a hedging relation-
ship in order to reduce the volatility in
the income statement.

RECOGNITION AND MEASUREMENT
Trade receivables and debt instruments
issued are recognised when they origi-
nate. All other financial assets and liabi-
lities are initially recognised at the trade
date, i.e. when the Group becomes a
contractual party to the financial instru-
ment. With the exception of trade recei-
vables that do not contain a significant
financing component, financial assets
are initially measured at fair value plus
or minus - in the case of financial assets
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or liabilities not at Fair Value Through
Profit or Loss (FVTPL) - transaction costs
directly attributable to the acquisition or
issue of the financial asset. At initial re-
cognition, trade receivables that do not
have a significant financing component
are measured at their transaction price.

CLASSIFICATION AND SUBSEQUENT
MEASUREMENT

Upon initial recognition, a financial as-
set is classified as either at amortised
cost or fair value through profit or loss
(FVTPL). Financial assets are not reclas-
sified after initial recognition, unless the
Group changes its business model for
managing financial assets. In this case,
all the financial assets concerned are
reclassified on the first day of the first
reporting period following the change
in the business model. A financial asset
shall be measured at amortised cost if it
is not designated as at FVTPL and both
of the following conditions are met:

the financial asset is held as part of a bu-
siness model whose objective is to hold
assets to collect contractual cash flows;
and

the contractual terms of the financial
asset provide for cash flows at cer-
tain dates that are solely payments of
principal and interest on the principal
amount outstanding.

All financial assets not classified as me-
asured at amortised cost or Fair Value
Through Other Comprehensive Income
(FVOCI), as indicated above, are measu-
red at FVTPL. Upon initial recognition,
the Group may irrevocably designate
the financial asset as measured at FVTPL
if, by doing so, it eliminates or signifi-
cantly reduces an accounting mismatch
that would otherwise result from measu-
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ring the financial asset at amortised cost
or at FVOCI.

FINANCIAL ASSETS: SUBSEQUENT
MEASUREMENT AND GAINS AND
LOSSES

Financial assets are classified according
to the FVTPL or amortised cost measure-
ment method:

Financial assets measured at FVTPL are
subsequently measured at fair value.
Net gains and losses, including divi-
dends or interest received, are reco-
gnised in profit or loss for the year.

Financial assets measured at amorti-
sed cost are subsequently measured
at amortised cost in accordance with
the effective interest method. The
amortised cost is reduced by impair-
ment losses. Interest income, exchan-
ge gains and losses and impairment
losses are recognised in profit or loss
for the year as are any gains or losses
from derecognition.

FINANCIAL LIABILITIES: CLASSIFICA-
TION, SUBSEQUENT MEASUREMENT
AND GAINS AND LOSSES

Financial liabilities are classified as me-
asured at amortised cost using the ef-
fective interest method. Interest expen-
se and exchange gains and losses are
recognised in profit or loss, along with
any gains or losses on derecognition.

DERECOGNITION

The following are the main requiremen-
ts for the derecognition of items reco-
gnised in the financial statements:

Financial assets are derecognised when
the contractual rights to cash flows from
the financial asset expire, when the con-
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tractual rights to receive cash flows are
transferred in a transaction in which
substantially all the risks and rewards
of ownership of the financial asset are
transferred or when the Group does not
transfer nor substantially retain all the
risks and rewards of ownership of the fi-
nancial asset and has not retained con-
trol of the financial asset.

Financial liabilities are derecognised
when the obligation specified in the
contract is discharged or cancelled or
expires. The Group also derecognises
a financial liability in the event of a
change in the related contractual ter-
ms when the cash flows of the modi-
fied liability are substantially different.
In this case, a new financial liability is
recognised at fair value on the basis
of the modified contractual terms.
The difference between the carrying
amount of the financial liability settled
and the consideration paid (including
assets not represented by transferred
cash and cash equivalents or assumed
liabilities) is recognised in profit or
loss for the year.

OFFSETTING

Financial assets and financial liabilities
can be offset and the amount resulting
from the offset presented in the state-
ment of financial position if, and only if,
the Group has both the legal right to of-
fset the amounts and intends either to
settle on a net basis or to realise the fi-
nancial asset and settle the financial lia-
bility simultaneously.

IMPAIRMENT LOSSES

The Group recognises loss allowances
considering lifetime credit losses. Loss

109



allowances for trade receivables and
contract assets are always recognised
considering lifetime credit losses. To de-
termine whether the creditrisk of a finan-
cial asset has increased significantly after
initial recognition, in order to estimate
the expected credit losses, the Group
considers information that reflect reaso-
nable and supportable assumptions that
are relevant and available. This includes
quantitative and qualitative information
and analyses, based on the Group's hi-
storical credit losses, on credit asses-
sments and information on expected
developments. Lifetime expected credit
losses are expected credit losses that re-
sult from all possible default events over
the expected life of a financial instru-
ment. 12-month expected credit losses
are the expected credit losses that result
from default events on a financial instru-
ment that are possible within 12 mon-
ths after the reporting date (or a shorter
period of time if the expected life of a
financial instrument is less than 12 mon-
ths). The maximum period to consider
when assessing expected credit losses
is the maximum contractual period du-
ring which the Group is exposed to cre-
dit risk.

IMPAIRED FINANCIAL ASSETS
At each reporting date, the Group asses-
ses whether financial assets measured at
amortised cost are credit-impaired. A fi-
nancial asset is "credit-impaired” when
one or more events that have a detri-
mental impact on the estimated future
cash flows of that financial asset have
occurred.
Evidence that a financial asset is cre-
dit-impaired includes observable data
about the following events:
significant financial difficulty of the
Group or of the debtor;
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a breach of contract, such as a default
or past-due event(more than 90 days);
the restructuring of a debt or an advan-
ce by the Group under conditions that
the Group would not otherwise consi-
der;

sit is becoming probable that the
debtor will enter bankruptcy or
another financial reorganisation;

the disappearance of an active market
for that financial asset because of fi-
nancial difficulties.

WRITE-OFF

The gross carrying amount of a financial
asset is written off (either partially or in
full) to the extent that there is no realistic
prospect of recovery. The Group's policy
is to write off the gross carrying amount
when the financial asset is more than 90
days past due, based on its historical
credit losses of similar assets. Financial
assets that have been written off could
still be claimed in accordance with the
Group's credit recovery procedures.

NON-FINANCIAL ASSETS

At each reporting date, the Group veri-
fies whether there is objective evidence
of impairment based on the carrying
amounts of its non-financial assets, in-
vestment property, inventories and de-
ferred tax assets; if, on the basis of this
verification, there is indication that the
assets are impaired, the Group estima-
tes their recoverable amount. The reco-
verable amount of goodwill is estimated
annually.

INVENTORIES

Inventories are measured at the lower of
purchase or production cost, determi-
ned using a method similar to weighted
average cost,includingincidental expen-
ses, direct and indirect costs reasonably
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attributable to them and the estimated
realisable value based on market trends.
If the net realisable value is lower than
cost, the inventories are written down
by the difference calculated separately
for each item. The write-down is deter-
mined following a specific recoverability
analysis and is reversed in subsequent
years if the reasons for the write-down
no longer exist, by reinstating the origi-
nal value. Goods in transit are measured
by specifically identifying the purchase
cost.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash
balances and demand deposits with a
maturity of three months or less from
the original acquisition date, which are
subjectto aninsignificant risk of changes
in fair value and are used by the Group
to manage short-term commitments.

EMPLOYEE BENEFITS
Post-employment benefits were accoun-
ted for in accordance with IAS 19.

The post-employment benefits of Ita-
lian companies until 31 December 2006
were considered a defined benefits plan;
the regulation of this provision has been
amended by Law no. 296 of 27/12/2006.
This institute is now to be considered
a defined-benefit plan exclusively for
the amounts accrued before 1 January
2007 (and not yet paid as at the repor-
ting date), while after that date they are
treated as a defined-contribution plan,
since the amounts of post-employment
benefits accrued after 1 January 2007
are transferred to the specific "Treasury
Fund" established by INPS (the Italian
social security institution) or to another
equivalent pension fund, in compliance
with the provisions of the aforementio-
ned legislation. Due to the legislative
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context, the composition of the com-
pany's workforce and its seniority, the
effects deriving from the use of actuarial
techniques and the discounting of fu-
ture liabilities at the reporting date are
considered to be immaterial, conside-
ring the nominal amount of the assets as
a reliable approximation of the fair value
of their expected settlement amount.

PROVISIONS FOR RISKS AND
CHARGES

Provisions for risks and charges are re-
cognised when the Group has a present
obligation (legal or constructive) as a
result of a past event and it is probable
that an outflow of resources embodying
economic benefits will be required to
settle the obligation and a reliable esti-
mate can be made of the amount of the
obligation. When the Group expects
that some or all of the expenditure co-
vered by a provision for risks and char-
ges will be reimbursed by another party
(for example, through insurance con-
tracts), it recognises a provision for the
full amount of the liability and a separate
asset for the expected reimbursement
when it is virtually certain that reimbur-
sement will be received.

In this case, the cost of any related pro-
vision is taken to profit or loss, net of
the amount recognised for the reimbur-
sement. If the effect of the time value
of money is material, the amount of a
provision is discounted using a pre-tax
discount rate that reflects, where appro-
priate, the risks specific to the liability.
When provisions are discounted, the in-
crease in the provision due to the pas-
sing of time is recognised as a financial
expense. The agents' severance indem-
nity provision (FISC) includes the annual
accruals for the payment of indemnities
to agents following termination. In fact,



in accordance with Italian legislation (art.
1751 of the Italian Civil Code), upon ter-
mination of the agency contract for no
fault of the agent, the principal must pay
an agent severance indemnity calcula-
ted in proportion to the total amount of
commissions the agent earned during
the contract, even if they were not en-
tirely paid when the contract was termi-
nated.

Under IFRS, and considered the gui-
dance provided by the International
Accounting Standard Board (IASB) and
the International Financial Reporting
Interpretation Committee (IFRIC), the
FISC has been considered a post-em-
ployment benefit, specifically a defi-
ned-benefit plan, which must therefore
be accounted for using actuarial techni-
ques. The actuarial valuation of the FISC
was carried out using the "Projected
Unit Credit Method" (PUM) as provi-
ded for by paragraphs 64-66 of IAS 19.
This method consists of valuations that
express the average present value of
the defined benefit obligations and past
service cost up to the date of the actua-
rial valuation, projecting, however, the
agent's commissions until the anticipa-
ted end date of continuing the agency
contract.

TRADE PAYABLES

The Cellularline Group holds contracts
for the supply of goods that include the
provision of bonuses, discounts and, in
certain circumstances, grants classified
as a reduction of trade payables. These
premiums, discounts and contributions
are recognised either as a percentage
of the quantities purchased, as a fixed
amount onthe quantities boughtorsold,
or as a defined contribution. Mainly with
reference to agreements with a maturity
date later than the end of the financial
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year, which represent a minority share
of the premiums and contributions for
the financial year, the determination of
their amount represents a complex ac-
counting estimate that requires a high
degree of judgement as it is influenced
by multiple factors. The parameters and
information that are used for the estima-
te are based on the amount purchased
or sold and on assessments that take
into account historical data regarding
the actual recognition of premiums and
contributions by suppliers.

WARRANT DEBT

The capital increase through the exerci-
se of warrants falls within the scope of
the accounting standard IAS 32 'Finan-
cial Instruments: Presentation'.
Paragraph 15 of IAS 32 states that 'the
issuer of a financial instrument shall clas-
sify the instrument, or its components,
on initial recognition as a financial liabi-
lity, financial asset or equity instrument
in accordance with the substance of the
contractual arrangements and the defi-
nitions of financial liability, financial as-
set and equity instrument.

In particular, paragraph 16 states that
'when an issuer applies the definitions
in paragraph 11 ("Rights, options or war-
rants that give the right to acquire a fixed
number of equity instruments of the en-
tity for a fixed amount of any currency
are to be treated as equity instruments
if the entity offers the rights the rights,
options or warrants pro rata to all hol-
ders of the same class of its own equity
instruments") to determine whether a
financial instrument is an equity instru-
ment rather than a financial liability, the
instrument is an equity instrument if, and
only if, both conditions (a) and (b) below
are met:
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a) The instrument does not include any
contractual obligations:

i) to deliver cash or another financial
asset to another entity; or

ii) to exchange financial assets or fi-
nancial liabilities with another entity
on terms that are potentially unfa-
vourable to the issuer.

b) If the instrument will or may be sett-
led in the form of equity instruments
of the issuer, it is:

i) a non-derivative that entails no con-
tractual obligation for the issuer to
deliver a number.

FOREIGN CURRENCY TRANSLATION
The functional and presentation curren-
cy adopted by the Group is the Euro. As-
sets and liabilities, with the exception of
property, plant and equipment, intangi-
ble assets and financial assets, originally
expressed in the currencies of non-EU
countries, are translated into Euro at
the closing rate and the exchange gains
and/or losses are taken to profit or loss.
Revenue and income, costs and expense
relating to foreign currency transactions
are recognised at the transaction date
exchange rate.

RECOGNITION OF REVENUE

Revenue is recognised when control
of goods or services is transferred to
the customer and to the extent that the
Group will receive the economic bene-
fits and the amount can be measured
reliably. In addition, they are recognised
net of returns, discounts, rebates and
premiums.

RECOGNITION OF COSTS

Costs and other operating expenses
are recognised in the income statement
when they are incurred on an accrual
basis and related to revenues, when
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they do not produce future economic
benefits or when they do not qualify for
recognition as assets.

INTEREST AND FINANCIAL INCOME
Financial income and expense are reco-
gnised on an accruals basis using the ef-
fective interest rate and include exchan-
ge gains and losses and hedging gains
and losses recognised in profit or loss.

GOVERNMENT GRANTS

Government grants are recognised
when there is a reasonable assurance
that they will be received and the Group
will comply with the conditions relating
to them. When grants are related to cost
components, they are recognised as re-
venue, but are systematically allocated
over the years so as to match the costs
they are intended to offset.

FINANCIAL EXPENSE

Financial expense is recognised in profit
or loss when incurred. Financial expense
is capitalised when it refers to an item of
property, plant and equipment or an in-
tangible asset that requires a significant
period of time to be available for its in-
tended use or for sale.

INCOME TAXES

Current tax assets and liabilities for the
current and previous years are measu-
red on the basis of the amount expected
to be recovered or paid to the tax autho-
rities. The tax rates and rules used to cal-
culate the amount are those issued and
in force at the reporting date.

Deferred taxes are calculated using the
liability method on the temporary diffe-
rences at the reporting date between
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the tax values of assets and liabilities and
their corresponding carrying amounts.
Deferred tax liabilities are recognised
for all taxable temporary differences,
except:

° to the extent that the deferred tax lia-
bility arises from the initial recognition
of goodwill or the initial recognition
of an asset or liability in a transaction
thatis not a business combination and
that, at the time of the transaction, af-
fects neither accounting profit nor ta-
xable profit (tax loss);

¢ for the taxable temporary differences
associated with investments in subsi-
diaries, associates and joint ventures,
if the reversal of the temporary diffe-
rences can be controlled and itis likely
that it will not occur in the foreseeable
future.

Deferred tax assets are recognised for all
deductible temporary differences and
for the carry forward of unused tax los-
ses and unused tax credits, to the extent
that it is probable that taxable profit will
be available against which the deducti-
ble temporary differences and the unu-
sed tax losses and unused tax credits can
be utilised, unless the deferred tax asset
arises from the initial recognition of an
asset or liability in a transaction that is
not a business combination and that, at
the time of the transaction, affects nei-
ther accounting profit nor taxable pro-
fit (tax loss). With reference to taxable
temporary differences associated with
investments in subsidiaries, associates
and joint ventures, a deferred tax asset
is recognised only to the extent that it is
probable that the temporary differences
will reverse in the foreseeable future and
taxable profit will be available against
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which the temporary difference can be
utilised. The carrying amount of defer-
red tax assets is reassessed at the end of
each reporting period and reduced to
the extent that it is no longer probable
that sufficient taxable profit will be avai-
lable to allow the benefit of part or all of
that deferred tax asset to be utilised.

Unrecognised deferred tax assets are
reassessed annually at the end of each
reporting period and a previously unre-
cognised deferred tax asset is recogni-
sed to the extent that it has become pro-
bable that future taxable profit will allow
the deferred tax assets to be recovered.

Deferred tax assets and liabilities are me-
asured at the tax rates that are expected
to apply to the period when the asset is
realised or the liability is settled, based
on tax rates that have been enacted by
the end of the reporting period. Income
taxes relating to items recognised di-
rectly in equity are recognised directly in
equity and not in profit or loss. Deferred
tax assets and liabilities are offset if, and
only if, the Group/Parent? has a legally
enforceable right to set off current tax
assets against current tax liabilities and
the deferred tax assets and liabilities re-
late to income taxes levied by the same
taxation authority.

EARNINGS PER SHARE

Basic and diluted earnings per share are
shown at the bottom of the income sta-
tement. Basic earnings per share are cal-
culated by dividing the profit for the year
attributed to owners of the parent by the
weighted average of ordinary shares
outstanding during the year, excluding
treasury shares. To calculate diluted ear-
nings per share, the weighted average
of outstanding shares is adjusted by as-
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suming the conversion of all potential
dilutive shares.

RISKS, COMMITMENTS, GUARANTEES
Commitments and guarantees are indi-
cated at their contractual value, as along
with the risks for which a liability is only
possible, without allocating provisions
for risks. Risks for which a liability is pro-
bable are described in the notes and
the amount is accrued, in accordance
with the principle of fairness, in the pro-
visions for risks. Risks of a remote nature
are not taken into account.
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2.4.1

New accounting standards, amendments and interpretations endorsed by
the European Union that became effective as of the year beginning 1 January
2022

With Regulation (EU) no. 2021/1080 of 28 June 2021, published in the Official Journal of the European
Union on 02 July 2021, the following documents published by the IASB Board on 14 May 2020 were
adopted:

- Property, plant and equipment - Proceeds before intended use (Amendments to IAS 16)
- Onerous contracts - Costs of fulfilling a contract (Amendments to IAS 37)

- Reference to the Conceptual Framework (Amendments to IFRS 3)

- Improvements to IFRSs - 2018-2020 cycle (Amendments to IFRS 1, IFRS 9 and IAS 41).

Amendments to IAS 16 - Property, plant and equipment: proceeds before intended use

The aim was to outline the accounting treatment of proceeds from selling goods produced with the use
of an asset before bringing it to the location and condition necessary for it to be capable of operating in
the manner intended by management (the "testing phase"). The IASB Board has clarified that the pro-
ceeds from selling goods produced by an asset during the period prior to the date on which the asset
is in the location and condition necessary for it to be capable of operating in the manner intended by
management must be recognised in profit/(loss) for the year. As a result of the above amendment, it will
no longer be permitted to recognise as a direct reduction of the cost of the asset proceeds from selling
goods produced before the asset is available for its intended use, for example, from selling samples
produced when testing whether the asset is functioning properly. Goods produced pending sale are
recognised as inventories in accordance with IAS 2 Inventories; the cost of production does not include
the depreciation of the asset from which they were produced, as the latter is not yet subject to deprecia-
tion. The notes must disclose the amount of revenue and expense relating to goods produced, which
are not outputs of ordinary activities, and the line items in which such revenue and expense are included
(if they are not presented separately in the financial statements). Retroactive application is permitted
only for assets that are brought to the location and condition necessary for them to be capable of ope-
rating in the manner intended by management, on or after the earliest comparative annual reporting
period presented. The effect of first-time application is recognised in the opening equity of the earliest
comparative annual reporting period presented.

Amendments to IAS 37 - Onerous Contracts - Cost of Fulfilling a Contract

The IASB Board clarified that the cost of fulfilling a contract comprises the costs that relate directly to a
contract and therefore include:

the incremental cost of fulfilling a contract, i.e., costs that would not have been incurred in the absence
of the contract (e.g. raw materials, direct labour costs, etc.)

an allocation of other costs that relate directly to fulfilling contracts, although not incremental, (e.g. allo-
cation of depreciation of assets used in fulfilling the contract).

The IASB Board, moreover, confirmed that, before a separate provision for an onerous contract is
established, the entity recognises any impairment loss that has occurred on non-current assets and
clarified that impairment losses must be determined with reference not only to assets fully dedicated to
the contract, but also to other assets that are partially used in fulfilling the contract.

Retrospective application is permitted for contracts for which an entity has not yet fulfilled all its obliga-
tions at the beginning of the annual reporting period in which the amendments to IAS 37 are applied.
The effect of first-time application is recognised in the opening equity without restatement of compa-
rative figures.
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Amendments to IFRS 3 - Reference to the Conceptual Framework

In March 2018, the IASB Board published the new "Conceptual Framework for Financial Reporting" ("Con-
ceptual Framework"), which replaced the previous document "Systematic Framework for the Preparation
and Presentation of Financial Statements", published in 2001 and partially revised in 2010. Not being an
accounting standard, the Conceptual Framework is not subject to endorsement by the European Union.
Following the publication of the new Conceptual Framework, the IASB Board initiated a two-phase project
to update references to the new Conceptual Framework in the various international accounting standards
and interpretations. The amendments update the reference in IFRS 3 to the Conceptual Framework in the
revised version, without entailing any changes to the provisions of the standard. IFRS 3 requires compliance
with the definitions included in the Conceptual Framework as a general condition for recognising the assets
and liabilities of the acquiree. With the amendment to IFRS 3, the new definitions of assets and liabilities in
the new Conceptual Framework published in March 2018 will have to be used to identify the assets and
liabilities of the acquiree, with the exception of liabilities assumed in the acquiree, which after the acquisition
date are accounted for in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent Assets
or IFRIC 21 Taxes. The purpose of this exception is to prevent an acquirer from recognising a liability or con-
tingent liability based on the new Conceptual Framework definition and then derecognising it by applying
the recognition criteria of IAS 37 and IFRIC 21. Applying the new Conceptual Framework's definition of a
liability, an acquirer would, for example, have had to recognise a liability at the date of acquisition of the bu-
siness with respect to the acquiree's obligation to pay a tax other than income tax, as it represents a "present
obligation to transfer economic resources arising from past events and which the entity does not have the
ability to avoid"; if the obligating event giving rise to the liability has not yet occurred, the liability should be
derecognised after the business combination in accordance with IFRIC 21.

Early application is permitted if all other amendments to the references to the new Conceptual Framework
published in March 2018 are applied.

Improvements to IFRSs - 2018-2020 cycle (Amendments to IFRS 1, IFRS 9 and IAS 41)

The Improvements to IFRS Standards are the result of the annual improvement process aimed at resol-
ving non-urgent issues related to inconsistencies or unclear terminology identified in the International
Financial Reporting Standards.

¢ |FRS 1 First-time Adoption of IFRS Accounting Standards - Controlled Entities as First-time Adopters
Subsidiaries, associates or joint ventures that apply IFRS Accounting Standards for the first time after
their parent/participant have the option, at the date of transition, to measure their assets and liabi-
lities at the same carrying amounts in the consolidated financial statements of the parent/partici-
pant, net of any effects arising from consolidation procedures or equity method measurement. If the
exemption described above is applied, the entity has the option, at the date of transition, to recogni-
se the translation reserve at the same value as in the consolidated financial statements of the parent/
participant.

e IFRS 9 Financial Instruments - Fees in the '10% test’ for derecognition of financial liabilities
A modification of the contractual terms of a financial liability is material if the modified cash flows,
including any fees paid net of any fees received, discounted using the original effective interest rate,
differ by at least 10% from the present value of the cash flows before the modification. Only fees paid
or received between the borrower and the lender and fees paid or received by the borrower or by
the lender on behalf of the other party are to be included in the 10% test.

e lllustrative examples of IFRS 16 Leases - Lease Incentives

The amendment removes from lllustrative Example 13 of IFRS 16 the accounting treatment in the les-
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see's financial statements of a reimbursement received from the lessor for leasehold improvements,
as the conclusion of the example was not supported by an adequate explanation.

In the illustrative example, the reimbursement was not considered a lease incentive but had to be
accounted for in accordance with other Standards, although IFRS 16 defines "lease incentives" as
"payments made by the lessor to the lessee associated with a lease, or reimbursement or assumption
by the lessor of costs of the lessee ".

The amendment has not been endorsed by the EU because the illustrative examples are not an inte-
gral part of IFRS 16.

* |AS 41 Agriculture - Taxation in Fair Value Measurements
It has been clarified that tax-related cash flows need not be excluded when measuring the fair value
of biological assets. This change stems from the fact that in practice, the discount rate used by market
participants is usually a post-tax rate, and consequently the discounted cash flows must also be post-
tax.

The following is a list of documents applicable beginning with the financial statements for financial years
beginning 1 January 2022 described above:

Date of EU endorsement regulation

Document title Issue date (publication date in the EUOJ)

Date of entry into force

(EU) 2021/1080 of
28 June 2021
(2 July 2021)

Reference to the Conceptual
Framework 14 May 2020 1°gen 2022
(Amendments to IFRS 3)

Onerous contracts - Costs of

S EU) 2021/1080 of
fulfilling a contract

14 May 2020 1°gen 2022 28 June 2021
(Amendments to IAS 37) (2 July 2021)
Property, plant and equipment - (EU) 2021/1080 of
Proceeds before intended use 14 May 2020 1° gen 2022 28 June 2021
(Amendments to IAS 16) (2 July 2021)

Annual improvements to IFRS

Accounting Standards (2018-

2020 cycle) 14 May 2020
(Amendments to IFRS 1, IFRS 9,

IFRS 16 (*) and IAS 41)

(EU) 2021/1080 of
1° gen 2022 28 June 2021
(2 July 2021)

(*) The amendment to IFRS 16 has not been endorsed by the European Union insofar as it refers to an illustrative example that is not
an integral part of the Standard.
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2.4.2

New accounting standards, amendments and interpretations endorsed by the Eu-
ropean Union and effective from 1 January 2023

With Regulation (EU) no. 2022/357 of 02 March 2022, published in the Official Journal of the European
Union on 03 March 2022, the following documents published by the IASB Board on 12 February 2021
were adopted:

- Disclosure of Accounting Policies (Amendments to IAS 1 Presentation of Financial Statements)
- Definition of Accounting Estimates (Amendments to IAS 8 Accounting Policies, Changes in Accoun-
ting Estimates and Errors).

Disclosure of Accounting Policy information (Amendments to IAS 1 Presentation of Financial Statements).
With the Amendments to IAS 1, the IASB Board set out some guidelines for selecting accounting poli-
cies to be described in the notes to the financial statements. IAS 1, prior to the amendments, required
entities to disclose information on adopted accounting policies that were significant, leading to difficul-
ties and confusion among preparers and primary users of financial statements as IFRS Standards lacked
a definition of "significant". However, IAS 1 provides the definition of "material" and, therefore, the IASB
amended IAS 1 to clarify that an entity shall disclose in the notes to the financial statements the material
accounting policy information and not describe all significant accounting policies. The Amendments to
IAS 1 describe certain circumstances in which an entity might normally conclude that information about
an accounting policy is material to its financial statements. The "specific" obligation to describe the
measurement basis adopted for the preparation of the financial statements has been eliminated, as this
information requirement is already included in the "general" obligation to provide material accounting
policy information.

As a result of the Amendments to IAS 1, the following accounting standards were also adjusted to align
the disclosure requirements on accounting policies with the provisions of IAS 1 described above:

— IFRS 7 Financial Instruments: Disclosures

—|AS 26 Accounting and Reporting by Retirement Benefit Plans

— |AS 34 Interim Financial Reporting.

The Amendments to IAS 1 will become effective for financial statements of financial years beginning on
or after 1 January 2023 and early application is permitted.

Definition of Accounting Estimates (Amendments to IAS 8 Accounting Policies, Changes in Accounting

Estimates and Errors).

The purpose of the Amendments to IAS 8 is to resolve the interpretative difficulties, encountered in

practice, in distinguishing a change in accounting estimates from a change in accounting policies, for

which different accounting treatments are provided:

¢ the effects of a change in accounting estimates are generally recognised prospectively in the finan-
cial statements;

¢ the effects of a change in accounting policies are generally recognised retrospectively.

The current IAS 8 provides an insufficiently clear definition of "change in accounting estimates", as it
lacks a specific definition of "accounting estimates". For this reason, the Amendments to IAS 8 focused,
on the one hand, on developing a new definition of "accounting estimates" and, on the other hand,
on clarifying the relationship between "accounting estimates" and "accounting policies". The Amend-
ments to IAS 8 will become effective for financial statements for financial years beginning on or after
1 January 2023 and must be applied prospectively. Early application is permitted. Regulation (EU) no.
2022/1392 of 11 August 20221 endorsed "Deferred Tax Related to Assets and Liabilities Arising from a
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Single Transaction (Amendments to IAS 12 Income Taxes)", published by the IASB Board on 7 May 2021.
The Amendments to IAS 12 clarify the accounting treatment of deferred taxes ("DTA/DTL") relating to
assets and liabilities recognised in the financial statements as a result of an individual transaction, the

carrying amounts of which differ from the tax bases.

The IASB Board has clarified the following:

* the exceptions to the initial recognition of deferred tax assets and liabilities do not apply if a single
transaction results in a taxable and deductible temporary difference of equal value in the financial
statements;

¢ deductible and taxable temporary differences must be calculated by considering separately the asset
and liability recognised in the financial statements as a result of a single transaction and not on their
net value. Deferred tax assets related to deductible temporary differences, determined as indicated
above, are recognised in the financial statements only if deemed recoverable.

Finally, the IASB Board has clarified that if taxable and deductible temporary differences relating to the
initial recognition of an asset and a liability in the financial statements as a result of a single transaction
have a different value, the entity should not recognise the assets and liabilities for deferred taxes, as
their initial recognition would result in an initial adjustment to the carrying amount of the asset or lia-
bility to which they relate, making the financial statements less transparent. The Amendments to IAS
12 are effective for financial statements for financial years beginning on or after 1 January 2023. Early
application is permitted by providing adequate disclosure in the notes to the financial statements. The
transitional provisions for the first application of the Amendments to IAS 12 provide as follows:
* the Amendments to IAS 12 are to be applied to all transactions entered into since the opening date
of the first comparative period presented
e at the opening date of the earliest comparative period presented, the entity shall recognise as an
adjustment to the opening balance of retained earnings (or, based on the specific circumstances,
other component of equity) deferred tax assets, if deemed recoverable, and deferred tax liabilities
with respect to all associated deductible and taxable temporary differences:
* right-of-use assets and lease liabilities; and
® provisions for decommissioning, restoration and similar liabilities and the corresponding amounts
recognised as part of the cost of the related asset.

The above transitional provisions are also applicable to entities that prepare their financial statements
in accordance with IFRS Standards for the first time ("first-time adopters"). In this case, the opening date
of the first comparative period presented coincides with the date of transition to IFRS ("transition date").
First-time Application of IFRS 17 and IFRS 9 - Comparative Information (Amendments to IFRS 17 Insu-
rance Contracts). Effective for financial statements for annual periods beginning on or after 1 January
2023, IFRS 17 Insurance Contracts, which is the new accounting standard, replacing IFRS 4, applicable
to the recognition, measurement, presentation and disclosure of insurance contracts issued by an entity
and/or reinsurance contracts held by an entity, will become effective. Entities principally engaged in the
business of insurance and which, as of 1 January 2018, had exercised the option to defer the application
of IFRS 9 Financial Instruments, while continuing to apply the requirements of IAS 39 Financial Instru-
ments: Recognition and Measurement for the recognition, measurement and presentation of financial
instruments, will be required to apply both IFRS 17 and IFRS @ for the first time from 1 January 2023.
The Amendments to IFRS 17 are intended to eliminate accounting mismatches that may arise in compa-
rative financial statement data as a result of the first-time application of IFRS 17 and IFRS 9.

The transitional provisions of IFRS 17, in fact, stipulate that the new standard must be applied retro-

spectively for the first time with restatement of comparative data, unlike the transitional provisions of
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IFRS 9, which do not require the restatement of comparative data and, in particular, do not require
the application of the new provisions of IFRS 9 with regard to the classification and measurement of
financial assets, if such financial assets have been derecognised under IAS 39 during the comparative
period. In particular, with the Amendments to IFRS 17, the IASB Board included among the transitional
provisions of IFRS 17 a new option, called "classification overlay", which allows insurance entities ap-
plying IFRS 17 and IFRS 9 at the same time to classify and measure financial assets related to insurance
business in the comparative financial statements under the provisions of IFRS 9. By Regulation (EU) no.
2021/2036 of 19 November 2021, the European Commission endorsed IFRS 17 Insurance Contracts,
in the version published by the International Accounting Standards Board on 18 May 2017 and sub-
sequently amended on 25 June 2020. IFRS 17, which replaces IFRS 4 Insurance Contracts, is effective
for annual periods beginning on or after 1 January 2023. Early application is permitted for entities that
already apply IFRS 9 Financial Instruments or that begin to apply this standard from the date of first-time
application of IFRS 17.

The main changes introduced by the new standard include, in particular:

¢ valuation of technical provisions at, essentially, current values

¢ transformation of the estimate of the expected profit of insurance contracts into an accounting mea-
sure; IFRS 17 introduces the concept of the expected profit of insurance contracts to be recognised
in the profit/(loss) for the year over the life of the contract

¢ introduction of the concept of a "portfolio of insurance contracts", which in turn is subdivided into
"groups of insurance contracts"

® new presentation in the statement of profit/(loss) for the year significantly different from the past and
more aligned to a "by margin" logic.

The following is a list of documents applicable beginning with the financial statements for financial ye-
ars beginning 1 January 2023 described above:

: Date of entry into Date of EU endorsement regulation
Document title Issue date force (publication date in the EUOJ)
Disclosure of accounting policies o (EU) 2022/357 of 2 Mar 2022
(Amendments to 1AS 1)(* 12 Feb 2021 17 Jan. 2023 (3 March 2022)
Definition of Accounting Estimates o (EU) 2022/357 of 2 Mar 2022
(Amendments to IAS 8) 12 Feb 2021 1% Jan. 2023 (3 March 2022)
Deferred Tax Related to
Assets and Liabilities Arising from a Single 7 Mav 2021 1° Jan. 2023 (EU) 2022/1392 of 11 Aug. 2022
Transaction M ’ 12 August 2022

(Amendmentsto IAS 12)

IFRS 17 Insurance Contracts (**) 18 May 2017 1° Jan. 2023 (EU) 2021/2036 of 19 Nov 2021
(including amendments of 25 June 2020) 25 June 2020 : (23 November 2021)
First-time Application of IFRS 17 and IFRS

9- Comparative 9 Dec 2021 1° Jan. 2023 (EU) 2022/1491 of 8 Sep. 2022

Information

(9 September 2022)
(Amendments to IFRS 17)

(*) The document published by the IASB Board includes amendments to "IFRS Practice Statements 2 - Making Materiality Judgements", which is not subject to EU endorsement
as it is not an accounting standard or interpretation.

(**) The EU endorsed IFRS 17 with a change from the version published by the IASB Board. In particular, the EU has provided entities with an option and not an obligation to group
contracts characterised by intergenerational mutualisation and cash flow matching into annual cohorts.
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Accounting standards, amendments and interpretations not yet endorsed by

the European Union

Document title Issue date
Standards
IFRS 14 - Regulatory deferral accounts 30Jan. 2014

Amendments

Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture

11 Sept. 2014

(Amendments to IFRS 10 and IAS 28) 17 Dec. 2015
Classification of liabilities as 23 Jan. 2020
current or non-current (Amendments to I1AS

rent v ' 15 Jul. 2020
1) + Non-current liabilities with covenants
(Amendments to IAS 1) 31 Oct. 2022
Lease liabilities in a sale
and leaseback (Amendments to IFRS 16) 22 Sep. 2022

Dateofentry  Date of EU endorsement regulation
into force (publication date in the EUOJ)

1 January 2016 (*) Unplanned
Indefinite (**) Unplanned
1 January 2024 TBD
1 January 2024 TBD

(*) IFRS 14 came into force starting 1 January 2016, but the European Commission decided to suspend the endorsement process
pending the new accounting standard on "rate-regulated activities".
(**) In December 2015, the IASB Board published the document "Effective date of amendments to IFRS 10 and IAS 28" by which it
removed the mandatory effective date (which was scheduled for 1 January 2016) pending completion of the equity method project.

2.5

Segment

The Group has identified one operating
segment, which includes all the services
and products provided to customers, and
it coincides with the entire Group. The
Group's vision of a single business me-
ans that it has identified one single Stra-
tegic Business Unit (“SBU"). The Group's
activities develop through one operating
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segment, which can be divided into three
main product lines:
Red line (accessories for multimedia
devices);
Black line (accessories for motorcycles
and cycling);
Blue line (third party products marke-
ted under distribution agreements).
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Within the framework of business risks, the main risks identified, monitored and, to the
extent specified below, actively managed by the Group are the following:
credit risk (both in relation to normal business relations with customers and financing

activities);

liquidity risk (with reference to the availability of financial resources and access to the
credit market and financial instruments in general);
market risk (defined as exchange rate and interest rate risk).

The aim is to maintain a balanced management of its financial exposure over time,
ensuring a liability structure that is in balance with the composition of the assets on
the balance sheet and capable of ensuring the necessary operational flexibility throu-
gh the use of liquidity generated by current operating activities and recourse to bank

loans.

The following section provides qualitative and quantitative benchmarks on the inci-

dence of these risks

Credit

Credit risk is the risk that a customer
or one of the counterparties to a finan-
cial instrument may cause a financial
loss by defaulting on an obligation and
arises mainly from the Group's trade
receivables and financial investments.
The Group is exposed to the risk that
its customers may delay or fail to meet
their payment obligations within the
agreed terms and conditions and that
the internal procedures adopted in re-
lation to the assessment of creditwor-
thiness and solvency of customers are
not sufficient to ensure the successful
completion of collections. Such failed
payments, late payments or other de-
fault situations may be due to the insol-
vency or bankruptcy of the customer,

economic events or specific situations
of the customer. Specifically, attention
must be paid to the credit policy with
regard to both long-standing and newly
acquired customers, strengthening the
policies of preventive action, by acqui-
ring more complete commercial infor-
mation (from different sources) for all
major and/or new customers and by
progressively increasing the systematic
way in which credit report analyses are
conducted, including the assessment
of the customer portfolio and the assi-
gnment of credit limits.

The Group recognises a loss allowance
considering estimated losses on trade
receivables, other assets and non-cur-
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rent financial assets. The main compo-
nents of this allowance are the indivi-
dual losses on significant exposures
and the collective impairment of ho-
mogeneous groups of assets for losses
already incurred that have not yet been
identified; the collective impairment is
determined on the basis of the histori-

Liquidity risk

From an operational point of view, the
Group controls the liquidity risk through
the annual planning of expected cash
flows and payments. Based on the resul-
ts of such planning, it identifies financial
requirements and thus the financial re-
sources to cover them. In order to pre-

3.3

Interest rate risks

In relation to the risk of changes in inte-
rest rates, the Group has not yet entered
into interest rate swaps to hedge the in-
terest-rate risk on the syndicated loan,
started on 26 October 2020 for an origi-
nal amount of EUR 50 million (reduced to
EUR 25 million as at 31 December 2022),
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cal data on similar credit losses.

To date, credit risk on trade receivables
has not increased as a result of CO-
VID-19, thanks to both the high quality
of the customer portfolio and the care-
ful credit monitoring strategy managed
at Group level.

vent unforeseen cash outflows from be-
coming critical, the Group aims to keep
a balance between maintaining the fun-
ding and flexibility, through the use of
available liquidity and credit lines.

given also the current limited level of
net indebtedness, if any, recognised in
order to align forecasts on interest rate
trends, the Company has taken care to
receive, with regard to the pooled loan, a
precise forecast of the cost of debt itself,
projected to 30 June 2023.
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4Notes to the Statement of
Financial Position

The following are notes to the main assets and liabilities in the consolidated financial
statements at 31 December 2022 and 31 December 2021.

Assets
Non-current assets

4.1

Intangible assets

The specific table below shows changes in this item, indicating the historical cost, accu-
mulated amortisation, changes in the year and the closing balance of each asset. Amor-
tisation was calculated using the rates that reflect the assets’ residual useful lives.

The balance of intangible assets, broken down by category at 31 December 2022 and
31 December 2021, is shown below:

Carrying ( ; Carrying
amount Decreases, amount
(In thousands of Euro) 31 Increases (Amortisation) Imrairment Reclassifications Us‘z ?f = Eﬁzhazge 31
December osses) RIOVISIO erence pecember
2021 2022
Development costs 1.080 1.386 (1.375) - 6 - 15 1.111
Industrial patents and
intellectual property 4.526 1.321 (1.838) - 418 - 154 4.582
rights
Concessions, licenses,
trademarks and similar  19.085 59 (1.514) - - - 134 17.765
rights
Customer relationships ~ 36.233 - (5.123) - - - 146 31.256

Assets under
development and 431 114 - (7) (424) - - 114
payments on account

Other

Total intangible (9.851)

assets
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The changes in intangible assets between 31 December 2021 and 31 December 2022,
are shown below:

(In thousands of Euro)

Opening balance 61.355

Increases 2.880
Business combinations

(Decreases) (7)
Use of provision

Exchange difference 449
(Amortisation and impairment losses) (9.851)

Impairment test

Closing balance 54.826

With reference to the consolidated financial statements at 31 December 2022, it should
be noted that the Group made investments of EUR 2,880 thousand, mainly for the imple-
mentation of IT systems for the development of the E-Commerce platform and for R&D
of product and brand.

In particular, investments are mainly attributable to:

* development costs of approximately EUR 1,386 thousand; this item includes the costs
incurred for investments in specific product innovation projects. These are considered
to generate long-term benefits, as they relate to projects under development, whose
products are clearly identified, are intended for a market with sufficient profit margins
to cover the amortisation of capitalised costs, which is normally two years;

* industrial patents and intellectual property rights, equal to EUR 1,321 thousand: this
item mainly includes software, i.e. the costs incurred for the implementation and deve-
lopment of the main management programme and other specific applications, which
are normally amortised over three years. The investments are mainly related to upda-
tes to the SAP management software and further innovations/IT projects, aimed at ha-
ving increasingly effective and efficient information tools to support the organisational
structure.
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4.1.1
Measurement of Customer Relationships and Trademarks

At 31 December 2022, Cellularline's Customer Relationship with a defined useful life recognised in the
consolidated financial statements amounted to EUR 31,256 thousand, net of accumulated amortisation
and impairment losses; the Group did not carry out the impairment test, as, following internal analyses
performed by the management, it did not detect any specific impairment indicators on the asset, in
consideration of the fact that several long-term renewals were carried out with strategic customers du-
ring 2022 and, therefore, the core of the most relevant customers from the 2018 business combination
perimeter does not appear to be at risk. Similarly, the value of Trademarks, net of amortisation, amoun-
ted to EUR 17,765 thousand and, as previously reported, following internal analyses carried out by the
management, no impairment indicators were identified on this item.

Goodwill

The details of Goodwill at 31 December 2022 and 31 December 2021 are shown be-
low:

(In thousands of Euro) Balance at
31 December 2022 31 December 2021
Goodwill 34.272 108.773

Total Goodwill 34.272 108.773

Changes in Goodwill in the year are shown below:

(In thousands of Euro) Goodwill

Opening balance 108.773

Acquisitions

Exchange difference 583
Increases 341
(Impairment losses) (75.425)

Closing balance 34.272

The carrying amount of goodwill at 31 December 2022, equal to EUR 34,272 thousand,
decreased compared to the year ended 31 December 2021 by EUR 75,425 thousand
for impairment.
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IFRS 3

On 28 October 2022, Cellularline finalised the acquisition of 80% of the share capital of
Subliros S.L., amounting to EUR 177 thousand. In accordance with the investment agre-
ement, Cellularline and the non-controlling shareholders of Subliros S.L. will have the
power to exercise, in multiple tranches, their respective put & call options over the re-
maining non-controlling interest, respectively equal to 14% to 6% (up until the approval
of the financial statements for the year ending 31 December 2026), of its share capital.
At the reporting date, the liability for the purchase of each tranche comes to EUR 119
thousand. As required by IFRS 3, the difference between the price paid and the provi-
sional fair value (corresponding to the carrying amount) of the net assets acquired was
preliminarily attributed for EUR 341 thousand to goodwill.

Below is the fair value of the net assets acquired:

(In thousands of Euro) 30 October 2022
Property, plant and equipment 18
Inventories 54
Deferred tax assets and other assets 29
Cash and cash equivalents 41
Total assets acquired 142
E_>ank Ipans and borrowings and loans and borrowings from other (117)
financial backers

Other financial liabilities (19)
Deferred tax liabilities and other liabilities (43)
Trade payables (8)

Total liabilities assumed

Total acquired equity

Goodwill 341

Price paid 296
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Accounting effects of the business combination

It should be noted that, at the time of the acquisition of Subliros S.L., Cellularline, as
provided for by IFRS 3, opted for making a provisional allocation to goodwill of the cost
of the business combinations to the fair value of the assets acquired, the liabilities and
potential liabilities assumed. If any new information should be obtained within one year
from the acquisition date relating to facts and circumstances existing at the acquisition
date leads to adjustments to the amounts disclosed or to any further provisions existing
at the acquisition date, the accounting for the acquisition will be revised. The accounting
standard for business combinations is IFRS 3, which requires that all business combina-

tions be accounted for by applying the "acquisition method".

Goodwill arising from the acquisition was recognised as shown in the table below:

(In thousands of Euro)

Total consideration transferred

Fair value of net identifiable assets

Goodwill

4.2.1
Impairment test on goodwill

AtAs 31 December 2022, goodwill recognised
in the Group's consolidated financial statemen-
ts amounted to EUR 34,272 thousand and was
allocated to the sole cash-generating unit (he-
reinafter also referred to as the "CGU"), which
coincides with the entire Cellularline Group. For
the purpose of the impairment test, the Direc-
tors deemed it appropriate to maintain a single
CGU. This approach is consistent with what was
done when the Group's CGU was first defined
in 2018 and following the previous acquisition
of Systema and Worldconnect in previous years.
The main factors considered by the Directors for
this assessment were: (i) the identification of a
single "decision making process", integrated at
Group level and strongly centralised on the ba-
sis of the Group's development plans, also in the
area of financial planning; (ii) the current and/
prospective synergies between procurement
activities, thanks also to the current supply chain

30 October 2022

296

45

specialised in the Far East; (iii) a monitoring of
company performance in line with the Group's
current logic (Red, Black, Blue lines). Once a year
and each time there is an indication of impair-
ment, the Group tests the recoverable amount
of intangible assets, property, plant and equip-
ment and financial assets, in order to determine
whether there is any indication that these assets
are impaired. If such an indication exists, the as-
set's recoverable amount must be estimated to
determine the amount of any impairment loss.
The recoverable amount of an asset is the hi-
gher of its fair value less costs of disposal and its
value in use (discounting the asset’s estimated
future cash flows, given the specific risks of the
asset). If the recoverable amount is estimated
to be less than the carrying amount, it is redu-
ced to the lower recoverable amount. When an
impairment loss on assets other than goodwill
subsequently ceases to exist or decreases, the
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carrying amount of the cash-generating unit or
asset is increased up to the new estimate of its
recoverable amount and may not exceed the
amount that would have been determined had
no impairment loss been recognised. The rever-
sal of an impairment loss is immediately recogni-
sed in profit or loss. In accordance with the ap-
plicable standards (IAS 36), to test goodwill for
impairment at 31 December 2022, the Directors
carried out a specific impairment test, with the
support of an independent advisor. In particular,
the impairment test was carried out on the enti-
re Group, which represents the cash generating
unit to which the goodwill was allocated, on the
basis of the performance and financial foreca-
sts contained in the Business Plan approved by
the Directors on 15 March 2023, for the period
2023-2026, and using the discounted cash flow
model.

This criterion is based on the general concept
that the Enterprise Value of an entity is equal to
the present value of the following two elements:
e the cash flows it will be able to generate wi-

thin the forecast period;
¢ the residual value, i.e., the value of the busi-

ness as a whole, after the forecast period.

The discount rate used was the weighted avera-
ge cost of capital ("Weighted Average Cost of
Capital" or "WACC") of approximately 11.76%
and an estimated sustainable growth rate ("g")
of 1.91%.

The WACC is the average of the cost of equity
and the cost of debt capital weighted on the
basis of the financial structure of comparable
companies. and incorporates the physiological
updating of the market parameters underlying
the calculation of this parameter (risk free rate
and cost of debt) with respect to 31 December
2021, giving significant relevance to the market
parameters observable in the second part of
2022, consistent with the recent pronouncemen-
ts of valuation practice on the subject, showed
significant deviations, leading to a significant
increase in the discount rate used. Moreover, it
is noted that the WACC used for the 2022 im-
pairment test also includes a component (the

“execution risk”, with an impact on the calcula-
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tion of the finished rate of 1.47%, representing
the estimated risk due to the current degree of
volatility and uncertainty reflected by the contin-
gent macroeconomic environment. As regards
forecasts, the estimates and data relating to the
performance and financial forecasts to which the
above parameters are applied are determined
by the Directors on the basis of past experience
and expectations of developments in the mar-
kets in which the Group operates. The analyses
carried out have led to an estimate of the reco-
verable amount, in the form of the Enterprise
Value, of about EUR 170.8 million; this amount
is lower than the carrying amount at the repor-
ting date, meaning that there is an impairment
loss of EUR 75.4 million, of which EUR 39.9 mil-
lion already booked at 30 June 2022. This im-
pairment loss is mainly related to the increase in
the official discount rates applied by the Federal
Reserve and the ECB in 2022 and the prudentin-
troduction of the above-specified execution risk,
whilst, residually, it is related to the update of the
Business Plan, which nevertheless confirms the

Group's medium- to long-term objectives.

Impairment testing is characterised by a high le-
vel of judgement, in addition to the uncertainty
inherent in any forecast, especially in relation to:
¢ the expected operating cash flows, calculated
by taking into account the general economic
performance (including expected inflation ra-
tes and exchange rates) and that of the com-
pany's sector and the actual cash flows genera-
ted by the CGU in previous years;
¢ the financial parameters to be used to discount
the above cash flows.
The results obtained were subjected to a sen-
sitivity analysis considering that it is reasonably
possible that a change in the assumptions un-
derlying the test could significantly alter the re-
sults. This analysis showed that alternatively (i) a
further 5% reduction in EBITDA, with respect to
what has already been reflected in WACC throu-
gh the aforementioned correction factor, leads
to a higher impairment of Goodwill of EUR 11.6
million, (ii) an increase in WACC of +1% leads
to a higher impairment of Goodwill of EUR 16.8

million, and (iii) a zero-growth rate (g-rate) leads
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to a higher impairment of Goodwill of EUR 13.8
million.

As a result of the economic-financial results
reflected in the 2022 consolidated financial sta-
tements, there remains a significant difference
between the Stock Market capitalisation and the
net carrying amount of equity at 31 December
2022, with the clarification that the value confi-
guration chosen to determine the recoverable
amount for impairment testing purposes is that
of 'value in use', used in accordance with the
dictates of international accounting standards,
which define the recoverable amount that can
be used for impairment testing as the greater
of value in use and fair value (approximated by
market capitalisation and analysts' target price).
With reference to the trend in the market capi-
talisation of Cellularline's stock, it should be no-
ted that the significant reduction in the value per
share occurred in conjunction with the outbre-
ak of the COVID-19 pandemic in the first half of
2020, which, as is known, had a strong impact
on the Group's results, and that subsequently
the stock has not regained levels comparable to
those recorded before the pandemic. Over the
same time horizon, analysts covering the stock
have progressively adjusted their expectations
in line with the stock's trend, although the tar-
get prices of the most recent reports available
remain on average higher than the market price
as of 31 December 2022.

The differences between value in use and mar-
ket capitalisation/target price of analysts hed-
ging the stock are generally attributable to the
following factors:

¢ different inputs used to calculate value in use,
in terms of cash flows, discount rates (WACC)
and any other key variables in the valuation
(e.g. g-rate);

¢ presence of information asymmetries betwe-
en the market and Management (e.g. in the
case of forecast data not disclosed to the mar-
ket and used by Management for its own in-
ternal evaluations);

o different relevant time horizons, i.e. the mar-
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ket generally has an investment horizon that
implies a shorter-term view than the more
long-term-oriented logic typically reflected by
the DCF applied to a medium- to long-term
business plan drawn up by management;

e different value configuration in measurement
(value in use and fair value).

In particular, the difference in the estimated pri-
ce per share between what can be found in the
Group's impairment test and what is expected
by analysts appears reasonably attributable
to the different forecast data used. In fact, the
Business Plan, from which the cash flows used
for impairment testing originate, differs in both

operating flows and time horizon.



4.3

Property, plant and equipment

The specific table below shows changes in this item, indicating the historical cost, ac-
cumulated depreciation, changes in the year and the closing balance of each asset.
Depreciation was calculated using the rates that reflect the property, plant and equip-
ment's residual useful lives.

The balance of Property, plant and equipment, broken down by category at 31 De-
cember 2022 and 31 December 2021, is shown below:

Carrying

Carrying

amount (Decreases/

(Inthousands of Euro) Dec:rl o Increases (Depreciation) Im oasisre":)mt 5:‘;2;’:‘9; Reclassifications prlisveis?:n 31 ?)n;::;tber
2021 2022

Land and

buildings 5.051 8 (175) - 56 : - 4.940

Plant and

machinery 308 162 (124) - 2 48 : 396

Industrial and

commercial 1959 1.459 (1.162) (267) 29 47 219 2.284

equipment ’

Assets under g

construction an

payments on 169 36 . (4) - (95) = 106

account

Total property,

ENET 7.487 (1.461)
equipment

The changes in Property, plant and equipment between 31 December 2021 and 31
December 2022 are shown below:

(In thousands of Euro)

Opening balance 7.487

Increases 1.665

Acquisitions of business units

(Decreases) (271)
(Depreciation and impairment losses)/revaluations (1.461)
Exchange difference 87
Decreases in accumulated depreciation 219

Closing balance
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At 31 December 2022 the item consisted mainly of buildings used as the operating
offices of Group companies for EUR 4,940 thousand and industrial and commercial
equipment for EUR 2,284 thousand (mainly furniture, furnishings, office equipment
and moulds). The Group made investments of EUR 1,665 thousand, mainly relating to
industrial and commercial equipment.

4.4

Right-of-use assets

This item, amounting to EUR 4,388 thousand (EUR 1,774 thousand at 31 December
2021), refers exclusively to the recognition of right-of-use assets due to the initial ap-
plication of IFRS 16 - Leases.

The changes in the year were as follows:

(In thousands of Euro) Right-of-use assets
Increases 4.592
Exchange difference 7
(Decreases) (432)
(Depreciation) (1.553)

Closing balance 4.388

The increases recognised in the year, equal to EUR 4,592 thousand, mainly refer to the
signing of the new contract with Transmec, relative to the logistics service provided in
the local unit of Campogalliano (MO) and certain contracts to lease cars and commer-
cial vehicles.
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4.5

Deferred tax assets and liabilities

Changes in Deferred tax assets and liabilities between 31 December 2021 and 31 De-
cember 2022 are shown below.

Deferred tax assets

(In thousands of Euro)

Opening balance 4.748

Accruals/(releases) in profit or loss 400
Increase from acquisition 29
(Releases) in comprehensive income (56)

Closing balance 5.122

The balance at 31 December 2022, amounting to EUR 5,122 thousand, comprises
deferred tax assets originating mainly from accruals to taxed provisions, temporarily
non-deductible amortisation/depreciation and impairment losses and the impact of
the application of IFRS, though not for taxation purposes. Compared to the previous
year, the Parent has recognised deferred IRES and IRAP tax assets calculated, mainly,
on partially deductible amortisation and depreciation such as those of the Cellularline
and Interphone trademarks and on the allocation to the allowance for inventory (di-
rect) write-down, amounting to EUR 476 thousand. This item also includes deferred
tax assets recognised by the subsidiary Cellular Spain mainly on temporarily non-de-
ductible costs, for a total of EUR 223 thousand, as well as deferred tax assets arising
from the change in the scope of consolidation due to the acquisition of Subliros S.L.
(consolidated since November 2022).

The 2022 Budget Law (no. 234/2021, Art. 1, paragraphs 622-624) has retroactively
modified the regime for revaluations and realignments of trademarks and goodwill
carried out on the basis of Art. 110 of Decree Law no. 104/2020, increasing the time
span of deductions from 18 to 50 years (2% per annum from 2021).

The rule also provided the following two additional alternatives:

1. maintenance of the deduction over 18 years against payment of the ordinary sub-
stitute tax on the franking of extraordinary transactions (12%, 14% and 16% for re-
valuations of up to 5 million, between 5 million and 10 million and over 10 million,
respectively);

revocation of the realignment for tax purposes, with repayment or right to offset
the substitute tax already paid, in accordance with procedures to be defined by a
future measure.

N
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Considering that:

* the dilution of the benefit over 50 years shifts the cost-benefit balancing point from
the second to the seventh year, while still maintaining a significant overall tax saving;
the outlay for the "ordinary" substitute tax, necessary to maintain deductibility over
18 years, is very costly and close in time, considerably reducing the advantage of the
operation;

revocation of the realignment would entail cancellation of the income from the rele-
ase of the deferred tax provision, with an inevitable impact on the company's equity;
it was deemed reasonable to maintain the realignment carried out with the 50-year
deduction and to recognise deferred tax assets on temporarily non-deductible amorti-
sation/depreciation and impairment losses, with annual monitoring of the reasonable
certainty of their recovery.

The following aspects were taken into account in the calculation of deferred tax assets:
¢ lthe tax regulations of the country in which the Group operates and their impact on
temporary differences, and any tax benefits deriving from the use of tax losses car-
ried forward, considering their potential recoverability over a period of three years;
the Group's forecast profits in the medium and long term.

On the basis of the above, the Group expects that it can recover with reasonable cer-
tainty the deferred tax assets recognised.

Deferred tax liabilities

(In thousands of Euro)

Opening balance 2.349
Accruals/(releases) in profit or loss 309
Change in the scope of consolidation 4
Accruals/(releases) in comprehensive income (income tax) 100

Closing balance 2.762

Deferred tax liabilities at 31 December 2022 are primarily attributable to the deferred
taxation arising from the fair value of the warrant and the PPA of Worldconnect and
Systema; these liabilities relate to differences that are estimated to be reabsorbed in
the medium to long term.

The change for the year, amounting to EUR 413 thousand, is mainly attributable to the
provision for deferred taxes on the fair value of the warrant, amounting to EUR 294
thousand, and the provision for deferred taxes arising from the main temporary diffe-
rences, amounting to EUR 118 thousand.
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4.6

Financial assets

At 31 December 2022, there were no financial assets.

CURRENT ASSETS

4.7

Inventories

Inventories at 31 December 2022 amounted to EUR 41,400 thousand (EUR 30,518
thousand at 31 December 2021), net of the allowance for inventory write-down of EUR
2,214 thousand. Inventories include those at the Group's warehouses and goods in
transit, for which the Group has already acquired ownership, for EUR 3,202 thousand
(EUR 3,493 thousand at 31 December 2021).

Inventories are made up as follows:

(In thousands of Euro) Balance at

31 December 2022 31 December 2021

Finished products and goods 38.806 26.715
Goods in transit 3.202 3.493
Advances 1.606 1.752
Gross inventories 43.614 31.960
(Allowance for inventory write-down) (2.214) (1.442)
Total Inventories 41.400 30.518

The increase in gross inventories of EUR 11,654 thousand compared to 31 Decem-
ber 2021 is mainly attributable to the changed product procurement methods, which
led to an anticipation of inventories in order to reduce transport costs. The carrying
amount of inventories is adjusted by the allowance for inventory write-down, which
includes the write-down of goods at risk of potential obsolescence.
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Changes in allowance for inventory write-down between 31 December 2021 and 31
December 2022 are shown below:
(In thousands of Euro)

Allowance for inventory write-down

Opening balance (1.442)

(Accruals) (1.960)

Releases to profit or loss

Exchange difference (12)

Utilisations 1.200

Closing balance (2.214)

Accruals made relate to the analysis of slow-moving products faced with problems
(typical of the sector) related to the obsolescence/slow movement of inventories, in
order to align their carrying amount to the estimated realisable value. The use of the

allowance for EUR 1,200 thousand refers to partial scrapping of obsolete materials
during 2022.

4.8

Trade receivables

At 31 December 2022 this item amounted to EUR 53,291 thousand, net of the loss
allowance of EUR 3,437 thousand (EUR 52,117 thousand at 31 December 2021). Trade
receivables at 31 December 2022 and 31 December 2021 are shown in detail below:

(In thousands of Euro) Balance at
31 December 2022 31 December 2021
Trade receivables from third parties 53.022 50.557

gr)ade receivables from related parties (Note 3.707 4,996

Gross trade receivables 56.728 55.553
(Loss allowance) (3.437) (3.436)
Total trade receivables 53.291 52.117

The value of gross trade receivables is substantially in line with the previous year,
confirming the improved management of collections and the solvency of the Group's
customers.
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Changes in the loss allowance at 31 December 2022 are shown below:

(In thousands of Euro) Loss allowance

Opening balance (3.436)
(Accruals) (412)
Releases to profit or loss 0

Exchange difference

Utilisations 411

Closing balance (3.437)

Impaired assets refer mainly to disputed amounts or customers subject to bankruptcy
proceedings. The utilisations reflectamounts that, based on certain, precise information
or pending bankruptcy procedures were impaired in full. As shown in the tables above,
the loss allowance amounted to EUR 3,437 thousand at 31 December 2022 and to EUR
3,436 thousand as at 31 December 2021. Credit risk is the exposure to potential losses
arising from non-performance of the obligations taken on by the counterparty. The
Group has credit control processes in place that include customer creditworthiness
analyses and credit exposure controls based on reports with a breakdown of due
dates and average collection times. The change in the loss allowance is the result of
an analytical assessment of non-performing assets and assets that have been proven
to be of uncertain recoverability as well as a general assessment based on the asset's
historical credit loss. As at the date of the assessment, there were no significant effects
that could be attributed to the consequences of the pandemic. The carrying amounts
of trade receivables are deemed to approximate their fair value.
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4.9

Current tax assets

The breakdown of current tax assets at 31 December 2022 and 31 December 2021 is
shown below:

(In thousands of Euro) Balance at
31 December 2022 31 December 2021

Amounts due from tax authorities for current

970 1.214
taxes

Credit for withholding taxes on interest
income

Total current tax assets 970 1.214

Current tax assets mainly include the following items recognised in the Parent's
financial statements: (i) the tax credit for greater advances paid with respect to the
amount due for 2022, amounting to EUR 404 thousand, (ii) the credit for research,
development, innovation and design, amounting to EUR 353 thousand, (iii) the credit
for taxes requested for rebate, amounting to EUR 115 thousand.

4.10

Financial assets

Financial assets amount to EUR 75 thousand (60 thousand at 31 December 2021) and
mainly refer to guarantee deposits.

4.11

Other assets

The breakdown of other current assets at 31 December 2022 and 31 December 2021
is shown below:

(In thousands of Euro) Balance at

31 December 2022 31 December 2021

Prepaid expenses 2.891 3.971
Others 480 977
Total Other current assets 3.371 4.948

This item mainly includes prepaid expenses referring to the advance payment of
contributions to customers following long-term trade contracts and the amount due
from the tax authority for the VAT of the period, entered by the Parent.
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412

Cash and cash equivalents

Cash and cash equivalents include cash balances and demand deposits with a maturi-
ty of three months or less from the original date of acquisition, which are subject to an
insignificant risk of changes in fair value and are used by the Group to manage short-
term commitments.

The breakdown of cash and cash equivalents at 31 December 2022 and 31 December
2021 is shown below:

(In thousands of Euro) Balance at

31 December 2022 31 December 2021

Bank accounts 9.909 8.112
Cash on hand 7 26
Total Cash and cash equivalents 9.916 8.138

Cash and cash equivalents amount to EUR 9,916 thousand at 31 December 2022 (EUR
8,138 thousand at 31 December 2021). The item consists of cash on hand, securities
and demand deposits or short-term deposits with banks that are currently available
and readily usable.

For further details regarding the dynamics that influenced cash and cash equivalents,
reference should be made to the Statement of Cash Flows.
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EQUITY AND LIABILITIES

4.13

Equity

Equity amounts to EUR 130,468 thousand (EUR 205,359 thousand at 31 December
2021), having decreased mainly as a result of the loss for the year. During the year,
there were no assets allocated for specific deals.

Share capital

The share capital at 31 December 2022 amountsto EUR 21,343, divided into 21,868,189
ordinary shares. There are also 6,130,954 warrants outstanding.

On 22 July 2019, Borsa ltaliana S.p.A. commenced trading of the Parent's ordinary
shares and warrants on the Mercato Telematico Azionario (MTA), including them in the
STAR segment.

Other reserves

At 31 December 2022, other reserves amount to EUR 168,737 thousand (EUR 159,174

thousand at 31 December 2021) and were mainly broken down as follows:

* The share premium reserve, which amounts to EUR 140,662 thousand, including
EUR 59,253 in suspended taxation following the realignment of trademarks and
customer relationships.

* Other reserves amounting to EUR 31,498 thousand which mainly originated as a
result of the effects of the application of the IFRS and the Business Combination
which took place in 2018;

* Treasury shares of EUR 9,425 thousand.

Retained earnings
At 31 December 2022, retained earnings from consolidation amount to EUR 15,554
thousand.

Loss for the year attributable to owners of the parent
2022 ended with a loss for the year attributable to the owners of the parent of EUR
75,166 thousand.

Share-based payment arrangements
In 2022, the Group approved a Stock Grant Plan, which envisages the award of rights
to certain employees to receive Company shares free of charge.

The free award of such rights to receive shares comes under the scope of the "Cellu-
larline S.p.A. 2021-2023 Incentive Plan", submitted for approval by the ordinary sha-
reholders' meeting on 28 April 2021.
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The following table summarises the main conditions of the stock grant plan:

Maximum number Contractual duration

Date of assignment e e Vesting conditions of options
30% Relative Total Shareholder
09 June 2021 90.000 * Return Three years
’ 70% Consolidated Adjusted
EBITDA

Contractual duration of
options

Maximum number

Date of assignment of instruments

Vesting conditions

30% Relative Total Shareholder
Return
70% Consolidated Adjusted
EBITDA

17 March 2022 90,000 * Three years

(*) The number of instruments reported refers to the first tranche of awards of the three-year cycle, of which 55,000 assigned to CEOs
and key managers. At the date of this Report, two award cycles have been activated

The Plan envisages three cycles of annual awards of rights to Beneficiaries (2021, 2022
and 2023), each of which with a three-year performance period and a two-year lock-up
on the shares assigned by virtue of the rights awarded for each cycle, where conditions
are met and in accordance with the terms and conditions set forth in the Plan and its
Regulation. The rights assigned to the beneficiaries will accrue, and accordingly give
entitlement to their holders to receive shares of the Parent, according to the degree to
which measurable long-term performance objectives, pre-determined by the Parent,
are achieved. These performance objectives contribute with a different percentage
weighting towards the accrual of the rights and attribution of the shares, all as indica-
ted:

(i) the Relative Total Shareholder Return (or Relative TSR) is the share performance
objective and contributes towards the incentive variable remuneration envisaged by
the Plan (in the form of shares), weighing for 70%,

(ii)the Consolidated Three-Year Adjusted EBITDA is the corporate performance objecti-
ve and contributes towards the incentive variable remuneration envisaged by the Plan
(in the form of shares), weighing for 30%.

At 30 June 2021, in accordance with IFRS 2, the measurement regarded the total fair
value of the approved plan.

The “market based” component (Relative Total Shareholder Return) has been estima-
ted using a stochastic simulation with the Monte Carlo Method, which, on the basis
of suitable hypotheses, made it possible to define a significant number of alternative
scenarios over the time frame considered.

The non-market-based component was measured at the reporting date to account for
expectations regarding the number of rights that may vest.
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Reconciliation of the Parent's equity and profit (loss) for the year with consolida-
ted equity and profit (loss) for the year.

The following table shows the reconciliation between the equity reported in the finan-
cial statements of the Parent at 31 December 2022 and those reported in the consoli-
dated financial statements at the same date (in Euro thousands).

Other

RECONCILIATION OF PARENT'S . i ) i variation on .
EQUITY WITH CONSOLIDATED equity at Profit for equity at Profitfor g reholders' . equityat
EQuTY 31/12/2020 2021 31/12/2021 2022 ghareholders’ 31/12/2022

company
Cellularline S.p.A. 208.935 (4.862) 204.125 (75.893) 128.232
IS effieas 10.652 (511) 10.695 628 (36) 11.323
Dividends i - - (1.012) 1.012 (1.012)

Differences between the adjusted

equity of consolidated companies
and their carrying amount in the (10.488) 1113 (9.230) 952 0 (8.003)

Parent's financial statements

Measurement of Cellular Swiss at

. (97) 122 25 13 0 38
equity

Derecognition of intra-group gains (547) 292 (256) 146 0 (110)

Cellularline Group 208.455 (3.846) 205.359 (75.166) 130.468

4.14

Bank loans and borrowings and loans and bor-
rowings from other financial backers
(current and non-current)

The breakdown of this item (current and non-current) at 31 December 2022 is shown below:

(In thousands of Euro) Balance at

31 December 2022 31 December 2021

Current bank loans and borrowings and loans

and borrowings from other financial backers 23.788 10129
Non-current bank loans and borrowings and
loans and borrowings from other financial 15.709 25.642

backers

Total bank loans and borrowings and

loans and borrowings from other financial

backers
Other current financial liabilities 1.421 2.285
Other non-current financial liabilities 9.457 7.493

Total other financial liabilities

Total financial liabilities
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At 31 December 2022, Bank loans and borrowings and loans and borrowings from

other financial backers come to EUR 39,497 thousand (EUR 35,711 thousand at 31

December 2021) and mainly include:

* the bank loan of the Parent, agreed in October 2020 in the re-financing transaction
for EUR 25,000 thousand, net of the amortised cost;

¢ the Parent's short-term hot money bank loan in the amount of EUR 10,100 thousand;

¢ the loan agreed by the subsidiary Worldconnect, in connection with the Covid-19
emergency for EUR 973 thousand.

The Parent's bank loan, gross of bank fees, is shown below:

(In thousands of Euro) Inception Maturity g;g::':: 31 December 2022
Outstanding current non-current
ebt portion portion
26 October 20 June
Banco BPM S.p.A. 2020 2025 25.000 12.500 5.000 7.500
Intesa Sanpaolo S.p.A. 26 October 20 June 25.000 12.500 5.000 7.500

2020 2025

Bank loans and borrowings and

loans and borrowings from other 25.000 10.000 15.000
financial backers

The bank loan to the above institutions is subject to economic and financial covenants.
These covenants have been complied with at 31 December 2022. The agreement also
provides for a credit line for M&A operations, amounting to EUR 20 million, aimed at
supporting the growth strategy by external lines. This line was partially activated in
December 2022 and utilised for approximately EUR 3 million in January 2023 in con-
nection with the extraordinary acquisition of the German company Peter Jackel.

Loans are measured at amortised cost in accordance with IFRS 9 and therefore their
carrying amount of EUR 39,497 thousand at 31 December 2022 (EUR 35,771 thousand
at 31 December 2021), is reduced by transaction costs.

For details regarding the item Other financial liabilities (current and non-current), ple-
ase refer to Note 4.20.
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Below is a reconciliation of the net financial indebtedness (also adjusted) at 31 De-
cember 2022, of EUR 40,384 thousand, and at 31 December 2021, of EUR 37,351
thousand, according to the scheme envisaged by ESMA Guidance 32-382-1138 dated
4 March 2021 and indicated in the Consob Note 5/21 dated 29 April 2021:

Balance at Changes
(In thousands of Euro) 31 D;(;:gglber 31 |32e6:§‘rlnber A %
(A) Cash 9.916 8.138 1.778 21,8%
(B) Other cash and cash equivalents
(C) Other current financial assets 75 60 15 25,0%

(D) Cash and cash equivalents (A)+(B)+(C) 21,9%

(E) Current financial indebtedness 1.421 2.285 (864) -37,8%

(F) Current portion of non-current indebted-

23.788 10.129 13.659 >100%
ness

(G) Current financial indebtedness (E) + (F)

- of which guaranteed

- of which not guaranteed 25.209 12.414 12.795 >100%

(H) Net current financial indebtedness (G)

-(D)

(I) Non-current financial indebtedness 25.166 33.135 (7.969) 24,1%

(J) Debt instruments

(K) Trade payables and other non-current
liabilities

(L) Non-current financial indebtedness (7.969)

(1+(J)+(K)

- of which guaranteed

- of which not guaranteed 25.166 33.135 (7.969) -24,1%

(M) NET FINANCIAL INDEBTEDNESS (H) +

(L)

Other financial liabilities - warrants - (1.226) 1.226 -100%

Adjusted net financial indebtedness 11,8%

The increase in the NFP, net of the reduction in debt related to the warrant, is mainly
related to the increase in net working capital, the growth of which, compared to last
year, is largely linked to the changed transportation methods of purchased products
(increasing those by sea to the detriment of air transport) in order to contain their
sharp increase during the year.
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A breakdown of the financial liabilities is shown below based on their maturity:

(In thousands of Euro) Balance at

31 December 2022 31 December 2021

Within 1 year 25.030 12.639
From 1 to 5 years 25.226 32.845
After 5 years 119 65
Total 50.375 45.549
4.15

Employee benefits

At 31 December 2022, the item amounts to EUR 524 thousand (EUR 772 thousand as

at 31 December 2021) and derives from the actuarial valuations of the Italian compa-

nies' post-employment benefits (TFR). These valuations were made on the basis of the

accrued benefits method using the "Project Unit Credit" criterion, as required by IAS

19.

The actuarial model is based on:

* discount rate of 3.77%, which was derived from the lboxx Corporate AA index with
a duration of 10+;

* annual inflation rate of 2.30%;

* annual rate of increase in the post-employment benefits of 3.23%, which is equal to
75% of inflation plus 1.5 percentage points.

In addition, sensitivity analyses were carried out for each actuarial assumption, consi-

dering the effects that would have occurred as a result of reasonably possible changes

in the actuarial assumptions at the reporting date; the results of these analyses do not

give rise to significant effects.
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4.16

Provisions for risks and charges

Changes in the Provisions for risks and charges, broken down for the period between
31 December 2021 and 31 December 2022 are shown below:

i housoncso o) i
Opening balance - 1.616 1.616
- of which current portion

- of which non-current portion - 1.616 1.616
Accruals - 165 165
Utilisations/Releases - (426) (426)
Closing balance - 1.356 1.356
- of which current portion

- of which non-current portion - 1.356 1.356

The Agents' severance indemnity provision (FISC) refers to the measurement of the
agents' severance indemnity of the Parent and of Systema for the amount to be paid
to agents for the termination of the agency relationship through no fault of the agent.
The actuarial valuation, consistent with IAS 37, was carried out by quantifying future
payments through the projection of the indemnity accrued at the reporting date by the
agents operating until the presumed (random) termination of the contractual relation-
ship. For actuarial valuations, demographic and economic-financial assumptions were
adopted; specifically, the discount rate was set with reference to the IBoxx Eurozone
AA index in relation to the duration of the collective at 3.77%. The provision to cover
investee losses has been zeroed following the positive results obtained by the associa-
te Cellular Swiss, in application of the equity method.

4.17

Trade payables

The breakdown of Trade payables at 31 December 2022 and 31 December 2021 is
shown below:

(In thousands of Euro) Balance at

31 December 2022 31 December 2021

Trade payables to third parties 23.580 19.825

Total trade payables 23.580 19.825
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At 31 December 2022, trade payables amount to EUR 23,580 thousand (EUR 19,825
thousand at 31 December 2021) and refer to the acquisition of goods and services, all
due within the year.

4.18

Current tax liabilities

The item, equal to EUR 772 thousand, mainly includes: (i) the residual amount due
for the substitute tax on the realignment of the civil and tax values of the Cellularli-
ne and Interphone trademarks and Cellularline's customer relationship, amounting to
EUR 611 thousand, the third and final instalment of which will be paid in June 2023, in
addition to minor amounts related to other Group companies.

4.19

Other liabilities

The breakdown of Other liabilities at 31 December 2022 and 31 December 2021 is
shown below:

(In thousands of Euro) Balance at

31 December 2022 31 December 2021

Due to employees 1.892 1.849
Tax liabilities 1.507 1.031
Social security liabilities 909 949
Other liabilities 1.283 660

Total Other liabilities

At 31 December 2022, the item amounts to EUR 5,591 thousand (EUR 4,489 thousand

as at 31 December 2021) and mainly consists of:

* EUR 1,892 thousand due to employees for wages to be settled and bonuses;

tax liabilities of EUR 1,507 thousand (withholdings VAT);

* EUR 909 thousand due to social security institutions for contributions to be settled,;

* EUR 1,283 thousand for other liabilities (advances to customers and accrued expen-
ses and deferred income).
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4.20

Other financial liabilities
(current and non-current)

The breakdown of Other financial liabilities at 31 December 2022 and 31 December
2021 is shown below:

(In thousands of Euro) Balance at
31 December 2022 31 December 2021

Other current financial liabilities 1.421 2.285

Other non-current financial liabilities 9.457 7.494

Total other financial liabilities

At 31 December 2022, Other financial liabilities come to EUR 10,878 thousand (EUR

9,779 thousand at 31 December 2021) and mainly include:

¢ the financial liabilities relative to the put/call options and the agreements for the
purchase of the remaining shares in the subsidiaries for EUR 6,376 thousand, of
which EUR 4,253 thousand relative to Worldconnect, EUR 1,778 thousand relative to
Coverlab and EUR 119 thousand relative to Subliros;

* the lease liability deriving from the application of IFRS 16 for EUR 4,503 thousand
(EUR 1,839 at 31 December 2021).

149



Notes to the consolidated
income statement

The notes to the consolidated income statement for 2022 and 2021 are provided be-
low.

5.1

Revenue from sales

In 2022, revenue from sales amounts to EUR 137,644 thousand (EUR 110,575 thou-
sand in 2021). As mentioned earlier, the Group's business is developed in a single
operating segment and can be divided into three main product lines:

* Red line (accessories for multimedia devices);

* Black line (accessories for motorcycles and bicycles);

* Blue line (third party products marketed under distribution agreements).

The following tables show revenue, broken down by product line and geographic area.

Revenue from sales by product line

Year ended Change
(In thousands of Euro) 2022 % of revenue 2021 % of revenue A %
Red - Italy 49.290 35,8% 46.023 41,6% 3.267 71%
Red - International 60.764 44.14% 43.132 39,0% 17.632 40,9%
Revenue from sales - Red 110.054 80,0% 80,6%
Black - Italy 4.059 2,9% 3.970 3,6% 89 2,2%
Black - International 3.752 2,7% 4.154 3,8% (402) -9,7%

Revenue from sales - Black

Blue - Italy 18.099 13,1% 9.086 8,2% 9.013 99,2%
Blue - International 1.201 0,9% 3.752 3,4% (2.551) -68,0%

Revenue from sales - Blue 19.272 14,0% 12.838 11,6% 6.434 50,3%

Other - ltaly 478 0,3% 458 0,4% 20 4,4%

Revenue from Sales - Others 478 0,3% 458 0,4% 20 4,4%

Total Revenue from sales 137.644 100,0% 110.575 100,0% 27.069 24,5%
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* the Red Line recognised a year-on-year increase of 23.4% (EUR 20,889 thousand),
accounting for approximately 80,0% of the overall performance for the year; this
is in line with the previous year. Growth was driven by the recovery of demand in
international markets (+40.9%) thanks to the contribution of both Cellularline and
Worldconnect branded products as described above;

* the Black Line recognised sales of EUR 7,811 thousand; a decrease compared to the
previous year (Euro -313 thousand) as a result of the drop in market sales in both the

online and offline channels;

* the Blue Line recognised growth of EUR 6,462 thousand (+50.3%), mainly due to
increased demand for products of non-Group owned brands distributed in Italy.

Revenue from sales by geographic area

Year ended Change

(In thousands of Euro) 2022 % of revenue 2021 % of revenue A %
ltaly 71.926 52,3% 59.537 53,8% 12.389 20,8%
Spain/Portugal 12.013 8,7% 11.003 10,0% 1.010 9.2%
DACH 11.313 8,2% 8.207 7,4% 3.106 37,8%
Eastern Europe 10.874 7.9% 8.298 7.5% 2.576 31,0%
Benelux 6.629 4,8% 6.954 6,3% (325) -4,7%
France 6.492 4,7% 6.092 5,5% 400 6,6%
Northern Europe 5.147 3,7% 5.354 4,8% (207) -3,9%
United Kingdom (*) 5.356 3,9% 597 0,5% 4.759 >100%
Middle East 2.233 1,6% 1.536 1,4% 697 45,4%
North America 966 0,7% 0 0,0% 966 100,0%
Others 4.694 3,4% 2.997 2,7% 1.697 56,6%

Total Revenue from sales 137.644 100% 110.575 100,0% 27.069

(*) In 2021, the United Kingdom was classified within the 'Other' countries.

With regard to the analysis of sales by geographic area, it should be noted that - than-
ks to the growth in sales recorded in almost all countries - the share of sales in foreign
markets accounted for over 47.7% of the Group's total sales, with an increase in the in-
cidence of 1.5 p.p.

Particularly positive performances in the markets of the DACH region, the United King-
dom driven by WorldConnect sales, and Eastern Europe, among others, are highlighted.
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5.2

Cost of sales

In 2022, the cost of sales amounts to EUR 84,218 thousand (EUR 62,363 in 2021) and
mainly includes the costs of purchasing and processing raw materials (EUR 79,769
thousand), personnel expense (EUR 2,504 thousand), logistics costs (EUR 1,273 thou-
sand) and related costs (EUR 654 thousand).

5.3

Sales and distribution costs

The following table shows details of sale and distribution costs:

(In thousands of Euro) Year ended

2022 % of revenue 2021 % of revenue
Sales and distribution personnel 11415 8,3% 10.688 9,7%
expense
Commissions to agents 6.088 4,4% 5.405 4,9%
Transport 8.419 6,1% 8.026 7,3%
Advertising and commercial consultan- 2340 1.7% 1561 1.4%
cy expenses
Other sales and distribution costs 1.972 1,4% 654 0,6%

Total sales and distribution costs

In 2022, sales and distribution costs amount to EUR 30,235 thousand, compared to
EUR 26,334 thousand in 2021.
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General and administrative costs

The following table shows the breakdown of other general and administrative costs:

(In thousands of Euro) Year ended
2022 % of revenue 2021 % of revenue

Amortisation 10.103 7,3% 9.917 9,0%
Depreciation 2.741 2,0% 1.897 1,7%
Impairment of customer relationships = 0,0% 7174 6,5%
Impairment of goodwill 75.425 54,8% - 0,0%
Provisions for risks and impairment losses 412 0,3% 216 0,2%
Administrative personnel expense 5.425 3,9% 5.074 4,6%
,SAuollgri]rli;trative, legal and management con- 2931 2.1% 2369 2.1%
Commissions and fees 215 0,2% 114 0,1%
Directors' and Statutory Auditors' fees 946 0,7% 947 0,9%
Other general and administrative costs 3.071 2.2% 2.699 2,4%

Total general and administrative costs 101.272 73,6% 27,5%

General and administrative costs amounted to EUR 101,272 thousand in 2022, com-
pared to EUR 30,407 thousand in 2021. General and administrative costs increased
compared to the previous year, due to the effect of the Goodwill impairment of EUR
75,425 thousand.
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5.5

Other non-operating revenue

The following table shows details of Other non-operating revenue.

(In thousands of Euro) Year ended

2022 % of revenue 2021 % of revenue
Prior year income (expense) 145 0,1% (68) -0,1%
Recoveries of SIAE fees (3) 0,0% 475 0,4%
(SIAE and CONAI contributions) (118) -0,1% (663) -0,6%
Other non-operating revenue 1.764 1,3% 3.628 3,3%

Total other non-operating revenue

Total Other non-operating revenue is EUR 1,787 thousand and decreased by EUR
1,585 thousand compared to 2021, mainly due to the extraordinary disbursement of
the Hartefall contribution, which was paid to Worldconnect in H1 2021.

5.6

Financial expense

Net financial expense amounts to EUR 655 thousand (EUR 2,124 thousand in 2021).
The following table shows details of financial expense:

(In thousands of Euro) Year ended

2022 % of revenue 2021 % of revenue
Fair value gains 1.630 1,2% - 0,0%
Interest income 2 0,0% 2 0,0%

Total Financial income

Commissions and other financial

: (1.064) -0,8% (949) -0,9%
expense from fair value
:nterest expense on medium/long-term (958) 0,7% (1.091) 1,0%
oans
Other interest expense (265) -0,2% (86) -0,1%

Total Financial expense (2.287) - (2.126)

Total Net Financial expense (655) - (2.124)
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The change in the item is mainly attributable to the fair value measurement of outstan-
ding warrants, which in 2021 had generated a cost of EUR 573 thousand, while in 2022
it had a positive effect on the income statement of EUR 1,226 thousand.

Financial expense for 2022 comes to EUR 2,287 thousand and mainly refers to:

* EUR 958 thousand relative to interest to banks for the loan agreed in October 2020
for an original amount of EUR 50,000 thousand (the residual amount due at 31 De-
cember 2022 is EUR 25,000 thousand);

* EUR 1,251 thousand for other interest expense, various financial expense and com-
missions.

5.7

Exchange gains and losses

Exchange gains show a balance of EUR 2,095 thousand (EUR 603 thousand in 2021).

(In thousands of Euro) Year ended

2022 % of revenue 2021 % of revenue
Net exchange gains on trading 1.928 1,4% 387 0,3%
L\laeciidixncshange gains on Financial tran- 168 01% 216 0,2%
Total exchange gains 2.095 1,5% 603 0,5%

In 2022, the item Exchange gains is mainly influenced by hedging transactions of US
Dollar/Euro exchange rate differences.

5.8

Gains and losses on equity investments

Gains on equity investments amount to EUR 38 thousand in 2022 (EUR 122 thousand
in 2021) and refer exclusively to the write-back of the investment in the associate Cel-
lular Swiss, consolidated using the equity method.
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5.9 5.10
Income taxes Basic and diluted earnings per share
The breakdown of Income taxes for 2022 and 2021 is shown below: Basic earnings per share were calculated by dividing the loss for the year by the ave-

rage number of ordinary shares. The table below shows the details of the calculation:

(In thousands of Euro) Year ended
2022 2021 (In thousands of Euro) Year ended
Current taxes of the year (460) (769) 2022 2021
Current taxes of previous years (4) 267 g?iiéop:;b:n?clear atributableto owners (75.16¢) (3.846)
Deferred taxes 114 3.211 Average number of ordinary shares 20.608 20.232
Total income taxes (349) 2.710 Basic earnings per share (3,65) (0,19)
(In thousands of Euro) Year ended
2022 2021

The item includes the charge for current taxes pertaining to the year, amounting to EUR
460 thousand, and for taxes relating to previous years, amounting to EUR 4 thousand. g?ii;ogatt’:n{faratt”b”tab'e fo owners (75.166) (3.846)
Deferred taxes of EUR 114 thousand mainly refer to:

Average number of outstanding shares 20.608 20.232
* income due to the recognition of deferred tax assets of the Parent amounting to EUR Nl of s ieres vt & elvive siize: ; :
476 thousand on partially-deductible amortisation, like that of the Cellularline and Average number of shares to calculate 20.608 20232
.. . the diluted earnings : :
Interphone trademarks, and on the provision made for the allowance for inventory
. . . . . Diluted earnings per share 3,65 0,19
(direct) write-down, as described in the section on deferred tax assets; b (3.65) (0.19)

* expense arising from the provision for deferred taxes on the fair value of the warrant,
amounting to approximately EUR 294 thousand, as detailed in the section on defer-
red tax liabilities;

¢ other minor changes for EUR 68 thousand.
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5.11
Statement of cash flows Cash flows generated by (used in) financing activities
The main factor that influenced cash flow trends in the years considered are summari-
sed below (In thousands of Euro) Balance at
2022 2021

Net cash flows generated by operating activities Bl Em TS T R

Acquisition of subsidiary, net of cash acquired and other costs (786) (2.365)
(In thousands of Euro) Notes 2022 2021

Purchase of property, plant and equipment and intangible assets (4.609) (4.997)
Loss for the year (75,166) (3,846)

Cash flows used in investing activities (5.395) (7.362)
Amortisation, depreciation and impairment of goodwill 88,070 18,988
Net impairment losses and accruals 397 124
Gains on equity investments (38) (122)
Accrued financial expense 549 2,124
Current and deferred taxes 349 (2,710)
Other non-monetary changes 80 59

14,241 14,617
(Increase)/decrease in inventories (11,654) 2,563
(Increase)/decrease in trade receivables (1,170) 527
Increase in trade payables 3,755 4,340
Increase in other assets and liabilities 3,474 487
Payment of employee benefits and change in provisions (136) (186)

Cash flow generated by operating activities 8,510 22,349

Interest paid and other net charges paid (2,287) (925)

Income taxes paid (1,334) (2,352)
Net cash flow generated by operating activities 4,889 19,072
Acquisition of subsidiaries, net of cash acquired (786) (2,365)
Purchase of property, plant and equipment and intangible assets (4,609) (4,997)

Cash flows used in investing activities (5,395) (V21.7))
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Cash flows generated by (used in) financing activities The table below shows the equity balances of Cellularline's transactions with related
parties for 2022:

(In thousands of Euro) Balance at

Current trade Other non-current
(In thousands of Euro) e vallas eats (Trade payables)
2022 2021

Cellular Swiss S.A. 3.707 - -

Cash flows from financing activities

Increase/(decrease) in bank loans and borrowings and loans and el IR . .

) ) - 3.811 (9.597)

borrowings from other financial backers
Impact on the financial statements item 7,0% - -

Decrease in other financial liabilities (1.827) (3.447)

(Dividends distributed) (1.012) ] It should be noted that trade receivables are presented net of the related trade
payables.

Payment of transaction costs relating to financial liabilities 106 151

Other changes in equity 400 - The table below shows the balances the transactions with related parties carried out

by Cellularline in the income statement for 2022:

Net cash flows generated by (used in) financing activities (12.893)

(Sales and (General and Other non-
(In thousands of Euro) Revenue from sales distribution costs) adm‘l:r;lssttsr?tlve ope(::i‘:;:g ::)StSI
Transactions with related parties Collular Swiss SA. 5 120 ) ) )
Transactions with related parties are neither atypical nor unusual and are part of the Christian Aleotti - . (10) -
ordinary course of business of the Group's companies. These transactions mainly con- - - o
ota o - -

cern (i) the supply of products and accessories for mobile telephony, (ii) the provision
of services that are functional to the performance of the business and (iii) the granting Impact on the financial statements item 3.7% - 0,0% -
of loans to the above-mentioned related parties. Transactions with related parties, as
defined by IAS 24 and governed by Article 4 of Consob Regulation 17221 of 12 March
2010 (and subsequent amendments), implemented by the Group up to 31 Decem-
ber 2022 concern mainly commercial transactions relating to the supply of goods and
the provision of services. The following is a list of the related parties with which tran-
sactions took place in 2022, indicating the type of relationship:

The main related parties with which Cellularline carried out transactions in 2022 are as

follows:

¢ Cellular Swiss S.A.: commercial relationship involving the transfer of goods held for
sale by Cellularline to Cellular Swiss S.A., with the latter recharging a portion of the
commercial contributions incurred for the acquisition of new customers and/or the
development of existing customers, in line with the Group's commercial policies;

* Christian Aleotti: two leases to which Cellularline is a party, as tenant, entered into on
1 September 2017 and 16 October 2017.

Related parties Type and main relationship

Associate of Cellularline S.p.A. with a 50% investment (consolidated using the
Cellular Swiss S.A. equity method); the remaining shareholders are: Maria Luisa Urso (25%) and
Antonio Miscioscia (25%)

Christian Aleotti Shareholder of Cellularline S.p.A.
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Other information

Contingent liabilities

On the basis of the information available to date, the Parent's Directors believe that,
at the date of approval of these consolidated financial statements, the accrued provi-
sions are sufficient to ensure the correct presentation of financial information.

Risks
The Group is exposed to the various risks already illustrated in Paragraph 13 of the
Directors' Report.

Guarantees granted in favour of third parties
Guarantees in favour of third parties are outstanding, in particular EUR 600 thousand for
a customer, EUR 11 thousand for a rent liability, EUR 10 thousand for prize competition.

Number of employees

The average number of employees of the Group for the year, broken down by category,
was as follows:

AVERAGE NUMBER OF EMPLOYEES

HEADCOUNT Average 2022 Average 2021
Managers 17 17
Junior managers 46 44
Clerical staff 177 165
Blue collar workers 1 2
Apprentices 12 10
TOTAL 253 238

Remuneration of Chief Executive Officers and Key Managers
The following table shows the fees:

Category 2022 2021

(In thousands of Euro)

Chief Executive Officers 1.000 1.069
Other key managers 184 152
Total remuneration 1.184 1.221

The remuneration of the Chief Executive Officers includes both the emolument for this
office and the remuneration as executives.
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Directors' and Statutory Auditors' fees
The Directors' fees for 2022 amount to approximately EUR 336 thousand.
The Board of Auditors' fees for 2022 amount to approximately EUR 77 thousand.

Independent Auditors' fees

The Parent is required to prepare consolidated financial statements and, by resolution
of the Shareholders' Meeting of 16 April 2019, appointed KPMG S.p.A. as indepen-
dent auditor until the approval of the 2027 financial statements. Fees for the statutory
audit of the separate and consolidated financial statements (annual and half-yearly)
amount to a total of approximately EUR 137 thousand, in addition to EUR 37 thousand
for other appointments for the issue of a certificate and EUR 3 thousand for other ac-
counting services as shown in the following table:

(In thousands of Euro)

Type of services Recipient 2022 2021
A) Audit services Parent 137 119
B) Attestation services Parent 37 13
C) Other services Parent 3 3
Total - Parent 177 135
A) Audit services Subsidiaries 42 29
B) Attestation services Subsidiaries

C) Other services Subsidiaries 4 4
Total - Subsidiaries 46 33
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Key events

9 January 2023
the Board of Directors appointed Marco Cagnetta, Co-CEO of the Cellularline Group,
as interim Investor Relator of the Company;

11 January 2023

signing of the closing for the acquisition of a 60% stake in Peter Jackel GmbH, a major
German player in the consumer electronics industry for over 25 years, in the smartpho-
ne accessories sector, which in 2021 achieved a turnover of EUR 9.4 million with a net
profit of EUR 1.42 million. The preliminary consideration, paid at the closing, for the
acquisition of 60% of the company amounted to EUR 3.05 million and a possible price
adjustment is expected during the first half of 2023, following the approval of the 2022
financial statements of Peter Jackel GmbH. The agreement provides for the right to
exercise put-and-call options on the non-controlling interests of a total of 40% divided
into two tranches, the amount of which for each tranche will be calculated taking into
account economic-financial parameters that Peter Jackel GmbH will recognise in 2024
and 2025.

12 January 2023

Mauro Borgogno was appointed as the new Group Chief Financial Officer and Mana-
ger responsible for preparing the financial information, pursuant to Article 154-bis of
the Consolidated Law on Financial Intermediation, to replace Davide Danieli, who had
tendered his resignation for personal reasons, while maintaining his position as Direc-
tor in the Parent’s Board of Directors.

28 February 2023

stipulation of a three-year agreement with MediaMarktSaturn Germany, the leading
retail distributor of consumer electronics products in Germany, strategically focused
on the shopping experience, with services and a selection of related accessories; the
agreement expands the distribution of Cellularline's range of products dedicated to
charging and protecting smartphones in MediaMarktSaturn Germany's approximately
400 shops.

Reggio Emilia, 15 March 2023

The Chairman of the Board of Directors
Antonio Luigi Tazartes
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Attestation of the
consolidated financial
statements as at and for the
year ended 31 december 2022

pursuant to art. 81-ter of consob regulation
no. 11971 of 14 may 1999, as amended and

supplemented

1. We, the undersigned Christian Aleotti and Marco Cagnetta, in our capacity as Chief
Executive Officers, and Mauro Borgogno, in his capacity as Manager responsible for
preparing the financial information of the Cellularline Group, attest, also considering
the provisions of Article 154-bis, paragraphs 3 and 4, of Legislative Decree 58 of 24
February 1998:

* that the consolidated financial statements are consistent with the characteristics of
the business;

* that the administrative and accounting procedures for the preparation of the con-
solidated financial statements as at and for the year ended 31 December 2022

have been effectively applied.
2. In this regard, we note that no significant issues have emerged

3. We also attest that:

3.1.The Consolidated Financial Statements as at and for the year ended 31 December
2022 of the Cellularline Group:

* have been prepared in accordance with the applicable International Financial Re-
porting Standards endorsed by the European Union pursuant to Regulation (EC)
No 1606/2002 of the European Parliament and of the Council of 19 July 2002;

¢ correspond with the entries in the ledgers and the accounting records;

* give a true and fair view of the performance and financial position of the issuer and
of all the companies included in the consolidation.

3.2. The directors' report includes a reliable analysis of the performance and results
of operations as well as of the issuer's position and of all the companies included in
the consolidation, together with a description of the main risks and uncertainties to
which they are exposed.

Reggio Emilia, 15 March 2023

Christian Aleotti Marco Cagnetta
Chief Executive Officer Chief Executive Officer

Mauro Borgogno
Manager responsible for preparing the financial information
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31/12/2022 Of which related 31/12/2021 Of which related

(thousands of Euro) Notes parties parties

Financial statements as at

and for the year ended 31
december 2022

(thousands of Euro)
ASSETS
Non-current assets
Intangible assets
Goodwill

Property, plant and equipment

Equity investments in subsidiaries
and associates

Right-of-use assets
Deferred tax assets
Financial assets

Total non-current assets
Current assets
Inventories

Trade receivables
Current tax assets
Financial assets

Other assets

Cash and cash equivalents

Total current assets

TOTAL ASSETS

Notes

6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8

6.9

6.10

6.11

6.12

31/12/2022

45.102

18.432

5.411

20.578

3.626

4.788

6.391

104.328

35.008

48.961

939

34

2.581

4.818

92.341

196.669

Of which related
parties

6.391

12.794

31/12/2021 Of which related

parties

50.907
93.857

5.102
19.317

1.109
4.327
6.103 6.103

180.772

26.451
51.018 16.166
1.209
37
3.581
3.827
86.123

266.845

EQUITY AND LIABILITIES
Equity

Share capital

Other reserves

Retained earnings

Profit for the year

TOTAL EQUITY

6.13

6.13

6.13
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21.343
166.260

15.821
(75.893)

127.531

21.343
157.767
29.877
(4.862)

204.125

LIABILITIES

Non-current liabilities
Bank loans and borrowings and

loans and borrowings from other
financial backers

Deferred tax liabilities
Employee benefits

Provisions for risks and charges

Other financial liabilities

Total non-current liabilities

Current liabilities

Bank loans and borrowings and
loans and borrowings from other
financial backers

Trade payables

Current tax liabilities

Provisions for risks and charges
Other liabilities

Other financial liabilities

Total current liabilities

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

6.14

6.6

6.15

6.17

6.21

6.14

6.18

6.19

6.17

6.20

6.21

14.821

1.673

209

1.249

2.796

23.697

18.881

612

4.040

1.160

48.390

69.138
196.669

24.714

1.152

323

1.495

713

10.088
254 17.965

1.231
39 3.372

1.667

34.323

62.720
266.845

182

38
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Income statement

(thousands of Euro) Notes 31/12/2022 mw:‘::ig'a‘ed 31/12/2021 mwgfkig'a‘ed

Revenue from sales 7.1 113.022 16.322 97.947 17.298

Cost of sales 7.2 (72.062) (1.257) (57.054) (1.206)

Gross operating profit 40.960 40.893

Sales and distribution costs 7.3 (23.341) 44 (21.580)

General and administrative costs 7.4 (96.566) (12) (26.652) (1)

Other non-operating revenue 7.5 1.826 (11) 950 27

Operating loss (77.121) ((-%1:1))]

Financial income 7.6 1.369 102 96 94

Financial expense 7.6 (2.164) (2.080)

Exchange gains 7.7 2.288 662

Gains/(losses) on equity investments - =

Loss before taxes (75.628) (7.711)

Current and deferred taxes 7.8 (265) 2.849

Loss for the year (75.893) (4.862)
Statement of comprehensive income

(thousands of Euro) Notes 31/12/2022 31/12/2021

Loss for the year (75.893) (4.862)

Other components of comprehensive income that will

not be reclassified to profit or loss

Actuarial gains (losses) on defined benefit plans 54 (7)

Actuarial gains on provisions for risks 335 17

Gains/(losses) on translation of foreign operations - -

Income taxes (108) (3)

Other components of comprehensive income for
the year

Total comprehensive expense for the year
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Statement of cash flows

(thousands of Euro) Notes 31/12/2022 31/12/2021
Loss for the year (75.893) (4.862)
Amortisation, depreciation and impairment losses 86.081 17.182
Net impairment losses and accruals 412 47
(Gains)/losses on equity investments = =
Accrued financial expense 689 1.984
Current and deferred taxes 265 (2.849)
Other non-monetary changes 134 52
(Increase)/decrease in inventories (9.317) 1.429
Decrease in trade receivables 2.119 2.220
Increase/(decrease) in trade payables 916
Increase in other assets and liabilities 2.425 1.289
Payrrjept of employee benefits and change in (74) (93)
provisions
Cash flow generated by operating activities 7.757 20.420
Interest paid and other net charges paid (2.164) (925)
Income taxes paid (1.331) (2.334)

Net cash flow generated by operating activities

Acquisition of subsidiary, net of cash acquired (1.261) (295)

Purchase of property, plant and equipment and
intangible assets

(3.875) (4.093)

Cash flows used in investing activities (5.136) (4.388)
(Dividends distributed) (1.012) -
Other financial assets and liabilities (*) (1.224) (5.232)
Other changes in equity 280 -
e (10000
Payment of transaction costs relating to financial 106 151

liabilities

Net cash flows generated by (used in) financing

activities (15.081)

Increase/(decrease) in cash and cash equivalents (2.308)

Effect of exchange rate fluctuations (*) - _

Total cash flow (2.308)

Opening cash and cash equivalents 6.135

Closing cash and cash equivalents 3.827

175



ANNUAL FINANCIAL REPORT | 2.4 FINANCIAL STATEMENTS AS AT AND FOR THE YEAR ENDED 31 DECEMBER 2022 [CELLU LARLINEGROU P]

Statement of changes in equity

Retained
Share Other eamings/ Profit(loss) Non-control- .
(thousands of Euro) Notes Capital reserves (edLossesfo carréi)- fortheyear linginterests Total Equity
rwal

Balance at 31 December 2020 157.056 17.346 13.190 208.935

Profit (loss) for the year - - - (4.862) - (4.862)

Other components of the statement
of comprehensive income

Total statement of comprehensive
income

(CX:1.7)] (4.855)

Allocation of profit (loss) for previous

- 659 12.531 (13.190) - -
year

Dividend distribution - - - s - .
Purchase of treasury shares - - - . - B

Other changes = 45 - - - 45

Balance , at 31 December 2021 21.343 157.767 29.877 (CX:1.7))]

Profit (loss) for the year - - - (75.893) - (75.893)

Other components of the statement

P - 311 - - - 311
of comprehensive income

Total statement of comprehensive

q = 311 = (75.893) - (75.582)
income

Allocation of profit (loss) for previous
Al . . (4.862) o0 - -

Dividend distribution - 5.868 (6.880) - - (1.012)

Other changes - 2.314 (2.314) - -

Balance , at 31 December 2022 4.12 21.343 166.260  15.821 75.893 127.531
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Introduction

Cellularline S.p.A. (hereinafter also "Cellularline" or the "Company"), a
company incorporated under Italian law with registered office in Reg-
gio Emilia, Via G. Lambrakis 1/a, is one of the main operators in the
smartphone and tablet accessories sector in the EMEA area, as well
as a market leader in Italy; moreover, in terms of volume, the Com-
pany ranks among the top operators in Switzerland, Spain, Belgium,
the Netherlands, Germany and Austria and boasts a good competitive
position in the other European countries.

The separate financial statements are submitted for approval by the
Shareholders' Meeting convened for 28 April 2023, in line with the
financial calendar approved by the Board of Directors on 9 January
2023.

Since 22 July 2019, Cellularline shares have been listed on the STAR
segment of the Milan Stock Exchange.

At31 December 2022, the shareholders of Cellularline holding more
than 5% of the share capital with voting rights are as follows:

Christian Aleotti 8,81%
First Capital S.p.A. 7,22%
Quaero Capital S.A. 6,80%
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of preparation and

accounting

The basis of preparation and the main accounting policies adopted in the preparation
of the Financial Statements as at and for the year ended 31 December 2022 are descri-
bed below. They have been applied consistently for all previous years. The purpose of
the notes is to illustrate the accounting policies adopted, to provide the information
required by IFRS that is not contained in other parts of the financial statements, as well
as to provide additional information that is not shown in the financial schedules, but is
required to give a true and fair view of the Company's operations.

2.1

of presentation

With reference to the use of the going
concern assumption in the preparation
of the financial statements, the joint
co-ordination table between the Bank of
ltaly, Consob and Isvap on the applica-
tion of IAS/IFRS, with document no. 2 of
06.02.2009 "Information to be provided
in financial reports on the going concern
assumption, financial risks, impairment
testing of assets and uncertainties in the
use of estimates", as well as with the sub-
sequent document no. 4 of 04.03.2010,
requires directors to make particularly
accurate assessments on the existence
of the going concern assumption.

In addition, paragraphs 25-26 of IAS 1
state that: "When preparing financial
statements, management must make an
assessment of the entity's ability to con-
tinue as a going concern. The financial
statements shall be prepared on a going
concern basis unless management in-

tends to liquidate the entity or discon-
tinue its operations, or has no realistic
alternative but to do so”.

Therefore, when preparing the finan-
cial statements at 31 December 2022,
the Directors carried out a prospective
evaluation of the company's ability to
continue to constitute a functioning eco-
nomic complex intended for the pro-
duction of income for a foreseeable fu-
ture period of time, relating to a period
of at least twelve months from the refe-
rence date of the financial statements.
This assessment was also made taking
into account:

the positive evolution of the reference
market recorded in the last few years,
which was associated with a signifi-
cant increase in sales revenue by the
Parent and the Group, as well as fore-
casts regarding future trends in reve-
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nue and core business;

* the positive economic and financial
development forecasts contained in
the 2023-26 Business Plan of the Pa-
rent and the Group, approved by the
Company's Board of Directors on 15
March 2023, which are reflected in the
first available management data refer-
ring to the first two months of 2023;

* the (past and expected) ability of the
Parent and the Group to continue to
generate positive cash flows that, to-
gether with available credit lines,
enable them to meet expected pay-
ment commitments;

* the high level of capitalisation of the
Parent and the Group. The financial
statements as at and for the year en-
ded 31 December 2022 have been
prepared on a going concern basis.
The financial statements are expres-
sed in Euro, which is the company's
functional currency. For the sake of
clarity, the mandatory items under IAS
1 that show nil balances in both com-
parative periods, have been omitted
from the schedules and tables.

The following schedules have been
used in the preparation of these finan-
cial statements:

* Statement of financial position: it
presents current and non-current
assets separately from current and
non-current liabilities, with a descrip-
tion in the notes, for each asset and
liability item, of the amounts that are
expected to be settled or recovered
within or after 12 months from the re-
porting date.
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* Income statement: the classification
of costs in the income statement is
based on their function, showing the
intermediate results relating to gross
operating profit/(loss), net operating
profit/(loss) and profit/(loss) before ta-
xes.

* Statement of comprehensive inco-
me: this statement includes the profit/
(loss) for the year and the expenses
and income recognised directly in
equity for transactions other than tho-
se carried out with shareholders.

* Statement of cash flows: the state-
ment of cash flows shows cash flows
from operating, investing and finan-
cing activities. Cash flows from ope-
rating activities are represented using
the indirect method, through which
the profitforthe yearis adjusted by the
effects of non-monetary transactions,
any deferral or accrual of previous or
future collections or payments and re-
venue connected with the cash flows
deriving from investing or financing
activities.

* Statement of changes in equity: this
statement includes, in addition to the
result of the statement of comprehen-
sive income, also the transactions that
took place directly with the sharehol-
ders who acted in this capacity and
the details of each component. Where
applicable, it also includes the effects
of changes in accounting policies for
each item of equity.

* Notes to the financial statements.

The income statement presents the fol-
lowing results, since management be-
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lieves that they are significant for the
purposes of providing a better under-
standing of the Company's results:

* Gross operating profit: this is the dif-
ference between revenue from sales
and services and the cost of sales;

e Operating profit: this is the net profit
for the year before financial income
and expense and income taxes.

These operating results are not ac-
counting measure in accordance with
the IFRS and, therefore, should not be
considered a substitute for assessing
performance. Furthermore, the criteria
for determining these operating results
may not be consistent with those adop-
ted by other companies and, therefore,
that these data may not be comparable.
The Statement of Cash Flows has been
prepared using the indirect method and
shows the cash flows for the year, clas-
sifying them under operating, investing
and financing activities. With reference
to CONSOB Resolution no. 15519 of 27
July 2006 on financial statement forma-
ts, it should be noted that the income
statement and statement of financial
position include mention of transactions
with related parties.

[CELLULARLINEGROUP]
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2.2

Use of estimates and judgements in

In preparing the separate financial sta-
tements, management has had to make
judgements, estimates and assumptions
that influence the application of the ac-
counting policies and the amounts of
assets, liabilities, costs and revenue re-
cognised. However, since these are esti-
mates, actual results will not necessarily
be the same as those represented here;
these estimates and assumptions are re-
gularly reviewed.

Significant subjective judgements made
by management in the application of
the accounting policies and the main
sources of uncertainty in estimates are
listed below.

FAIR VALUE
When measuring the fair value of an as-
set or liability, the Company makes use
of observable market data as far as pos-
sible.
The fair values are divided into various
hierarchical levels based on the input
data used in the valuation techniques,
as illustrated below:
Level 1 inputs are quoted prices (una-
djusted) on active markets for identical
assets or liabilities that the Company
can access at the measurement date;
Level 2 inputs are inputs other than
quoted prices included in Level 1 that
are observable for the asset or liability,
either directly or indirectly;
Level 3 inputs are unobservable inputs
for the asset or liability.
If the inputs used to measure the fair
value of an asset or a liability might be
categorised within different levels of the
fair value hierarchy, the fair value mea-
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surement is categorised in its entirety in
the same level of the fair value hierarchy
as the lowest level of input that is signifi-
cant to the entire measurement.

RECOVERABILITY OF GOODWILL

The Company? test goodwill for impair-
ment annually and whenever there is
any indication of impairment. For the
purposes of impairment testing, the
recoverable amount of each cash ge-
nerating units was determined as value
in use using the discounted cash flow
method. In applying this method, the
Company? uses various assumptions,
including the estimate of future increa-
ses in sales, operating costs, the growth
rate of terminal values, investments,
changes in working capital and the wei-
ghted average cost of capital (discount
rate). For the purpose of preparing the
interim condensed consolidated finan-
cial statements as at 30 June 2022, the
Company performed an analysis on the
possible presence of indicators of goo-
dwill impairment and, as a result of this
analysis, deemed it appropriate to per-
form an impairment test, since firstly, the
book net equity of the Group referring
to the Company was higher than the
value of the Stock Exchange capitali-
sation as of the same date. The Group,
therefore, with the support of an Advi-
sor (Deloitte & Touche), performed an
impairment test, whose criteria were ap-
proved by the Board of Directors on 28
July 2022 and the results of which were
approved on 8 September 2022. As a
result of this test, it was necessary to re-
cord an impairment loss on Goodwill of
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EUR 39.9 million. At 31 December 2022,
the Company performed an additional
impairment test essentially consistent in
its approach to that adopted with refe-
rence to the interim condensed consoli-
dated financial statements as at 30 June
2022, and updated all relevant parame-
ters based on information available from
external sources, starting in particular
with the determination of the discount
rate (WACC) and the perpetual growth
rate subsequent to the explicit forecast
(g-rate). At the end of the test, an impair-
ment loss on Goodwill of EUR 75.4 mil-
lion (of which EUR 39.9 million already
noted in the interim condensed conso-
lidated financial statements at 30 June
2022) was recognised in the income
statement, which is mainly attributable
to the effect of the significant increase
in the discount rate used for the purpo-
ses of the test, which firstly reflects the
significant increase progressively seen
during the year as a result of the actions
to counter inflationary phenomena by
central banks described above. Refer to
note "4.2 Goodwill" for more detailed
information.

MEASUREMENT OF CUSTOMER RE-
LATIONSHIP AND TRADEMARKS
WITH A FINITE USEFUL LIFE

Gli Amministratori hanno eseguito un‘a-
nalisi per verificare I'eventuale necessita
di sottoporre a impairment test tali in-
tangible assets a vita utile definita, con-
siderando - come previsto dallo IAS 36 -
I'eventuale presenza di indicatori interni
ed esterni all'organizzazione. La societa
non ha effettua il test di impairment, in
quanto non ha rilevato indicatori di im-
pairment specifici sull'asset, in conside-
razione del fatto che sono stati effettuati
numerosi rinnovi pluriennali con clienti
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strategici nel corso del 2022 e, pertanto,
non pare a rischio il core del perimetro
dei clienti piu rilevanti tra quelli presenti
nel perimetro della business combina-
tion del 2018.

Following the formalisation of internal
analyses, the Directors did not identify
any specific impairment indicators rela-
ting to these assets, considering: (i) the
main economic and financial indicators
of the plan prepared by management
and (ii) the maintenance of a significant
market share in the relevant markets.

The loss allowance reflects the Direc-
tors' estimate of credit losses on trade
receivables. It is estimated based on the
Company's expected credit losses, ta-
king into account expected future chan-
ges in the counterparties' credit ratings,
current and previous past due amoun-
ts, losses and collections, monitoring of
credit quality and projections of econo-
mic and market conditions. The Com-
pany has adopted a specific credit as-
sessment and allowance determination
procedure.

The allowance for inventory write-down
reflects the Company’'s? estimate of los-
ses in the value of inventories that have
already occurred or that are expected to
occur, determined on the basis of past
experience, and historical and expected
sales trends. The allowance for inventory
write-down takes into account the com-
mercial obsolescence for each category
of products on the basis of inventory tur-
nover rates, market values and specific
technical assessments related to tech-
nological developments.
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Stock Grant plan

The measurement of the stock grant
plans, granted during 2021 and 2022,
was carried out based on the guidance
contained in International Financial Re-
porting Standard 2 (IFRS 2) - "Share-ba-
sed payments".

Deferred tax assets

The Group's consolidated financial sta-
tements include deferred tax assets.
These deferred taxes have been recor-
ded taking into consideration their re-
coverability, on the basis of the future
income expectations of the Group com-
panies.

Provisions for risks

La Societa - operando a livello globale
- & soggetta a rischi legali e fiscali che
derivano dallo svolgimento delle nor-
mali attivita. La rilevazione e valutazione
delle passivita potenziali da parte della

2.3
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Most significant accounting policies used
in the preparation of the Separate Financial

Statements

Transactions in foreign currencies are
translated into the Company's functio-
nal currency at the exchange rate in for-
ce at the transaction date.

Monetary items in foreign currency at
the reporting date are translated into the
functional currency using the exchange
rate at that date.

Non-monetary items that are measured
at fair value in a foreign currency are
translated into the functional currency
using the exchange rates in force on the
date on which the fair value was deter-
mined.

Non-monetary items that are measured
at historical cost in a foreign currency
are translated using the exchange rate in
force at the transaction date. Exchange
gains and losses arising from the transla-

Category Amortisation rate
Development costs 50%-33%
Customer relationships 7,7%
Software 33%
Licenses 33-50%
Cellularline trademark 5,5%
Interphone trademark 10%
Other 33%

If the licences refer to specific service
contracts, they are amortised over the
term of the relevant contract.

Some of the above items are detailed
below.

DEVELOPMENT COSTS
Costs incurred for research and deve-
lopment projects are those incurred

with the aim of studying and acquiring
knowledge for new or improved pro-
ducts, processes and services. If these

Societa & effettuata in base ad ipotesi ] (]
principalmente relative alla probabilita SKROSS
ed alla misura dell'esborso finanziario. Tl

tion are generally recognised in profit or
loss for the year under financial income
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and expense.

INTANGIBLE ASSETS

Intangible assets acquired or genera-
ted internally are recognised as assets,
in accordance with IAS 38, when it is
probable that the use of the asset will
generate future economic benefits and
when the cost of the asset can be re-
liably determined.

Intangible assets with finite useful lives
are measured at the costs incurred to
acquire or internally generate the asset,
net of accumulated amortisation and
impairment losses. Intangible assets
are amortised on a straight-line basis
over their estimated useful life, which
is the estimated period over which the
assets will be used by the Company.

costs reflect a multi-year utility, i.e., if
they have benefits that manifest them-
selves over several years, they may be
capitalised, otherwise they are charged
to the income statement in the year in
which they are incurred.

Advertising expenses, which do not
meet the requirements of IAS 38, are ta-
ken to profit or loss for the year.

CUSTOMER RELATIONSHIP

As explained in detail in the Director's
Report, 2022 was affected by the epide-
mic and the global spread of COVID-19,
with a significant impact on the Com-
pany's business.

The Directors have carried out an analy-
sis to verify the possible need to subject
these intangible assets with a defined



useful life to an impairment test, consi-
dering - as provided for by IAS 36 - the
possible presence of internal and exter-
nal indicators.

At 31 December 2022, the Company
did not carry out the impairment test,
as it did not detect any specific impair-
ment indicators on the asset, in conside-
ration of the fact that several long-term
renewals were carried out with strategic
customers during 2022 and, therefore,
the core of the most relevant customers
from the 2018 business combination pe-
rimeter does not appear to be at risk.

SOFTWARE, LICENSE AND TRADEMARKS
This item mainly includes the effect of
the purchase price allocation procedure
for the fair value of the Cellularline and
Interphone trademarks. For the purpose
of estimating the fair value, a royalty rate
was considered, based on the analysis
of comparable market transactions, and
applied to the cash flows attributable to
each asset. These flows were expressed
net of marketing costs aimed at maintai-
ning the intangible asset at the condi-
tions in which it was at the measurement
date and net of the related tax burden.
The value of the asset is the sum of the
present values of the cash flows. The
trademarks in question may be separa-
ted from the Company and transferred,
sold or licensed for use to a third party
and the Company has the option of limi-
ting access by third parties as they are
registered trademarks. In addition, the
Company receives the economic bene-
fits attributable to them, reflected in the
revenue of the Red line for the Cellu-
larline brand, recognised in Europe for
smartphone and tablet accessories for
over 25 years, and in the revenue of the
Black line for the Interphone brand. The

CORPORATE PRESENTATION AND ANNUAL FINANCIAL REPORT

estimated useful lives of these trade-
marks are 18 and 10 years, respectively.
The Company did not deem it necessary
to test trademarks recognised as assets
with a finite useful life for impairment,
given that no impairment indicators
were detected on specific assets and
the results of previous impairment tests
showed significant headroom. Software
costs, including ancillary expense, relate
to software acquired for the Company's
use. Licenses refer to software licenses
dedicated to specific service contracts.

GOODWILL

Goodwill acquired in business combina-
tions is initially recognised at cost and
represents the excess of the acquisition
cost over the Company's interest in the
fair value of the identifiable assets, lia-
bilities and contingent liabilities of the
acquirees. Any negative difference, "ne-
gative goodwill", is recognised in profit
or loss at the time of acquisition. When
a subsidiary is acquired in a business
combination achieved in stages, the in-
dividual assets and liabilities of the sub-
sidiary are not measured at fair value in
each subsequent stage and goodwill is
only determined in the first acquisition
stage. After initial recognition, goodwill
is shown net of impairment losses, de-
termined as described below. At the ac-
quisition date, any emerging goodwill is
allocated to each of the cash generating
units expected to benefit from the syner-
gies achieved as a result of the acquisi-
tion. Any impairment losses are identi-
fied through assessments of the ability
of each cash-generating unit to genera-
te cash flows capable of recovering the
portion of goodwill allocated to it, in the
manner indicated in the section on pro-
perty, plant and equipment. If the reco-
verable amount of the cash-generating
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unit is lower than the carrying amount,
an impairment loss is recognised. This
impairment loss is not reversed if the re-
asons for it no longer exist.

When part or all of an acquiree whose
acquisition generated goodwill is sold,
the residual carrying amount of goo-
dwill is considered when calculating the
gain or loss on the sale.

Goodwill is not subject to amortisation.

IMPAIRMENT

The Company tests for goodwill at least
once a year and whenever indicators of
impairment are identified, the recove-
rability of the carrying amount of tangi-
ble, financial and intangible assets other
than goodwill to determine whether the-
re is any indication that those assets may
be impaired. If such an indication exists,
the asset's recoverable amount must be
estimated to determine the amount of
any impairment loss.

When it is not possible to estimate the
recoverable amount of a single asset,
the Company estimates this amount at
the individual company level, which re-
presents the smallest independent ca-
sh-generating unit to which the asset
belongs. The recoverable amount of an
asset is the higher of its fair value less
costs of disposal and its value in use
(discounting the asset’s estimated futu-
re cash flows, given the specific risks of
the asset). If the recoverable amount is
estimated to be less than the carrying
amount, it is reduced to the lower reco-
verable amount.

When an impairment loss on assets
other than goodwill subsequently ce-
ases to exist or decreases, the carrying
amount of the cash-generating unit or
asset is increased up to the new estima-
te of its recoverable amount and may
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not exceed the amount that would have
been determined had no impairment
loss been recognised. The reversal of an
impairment loss is immediately recogni-
sed in profit or loss.

The Company used an independent ad-
visor to measure this item.

PROPERTY, PLANT AND EQUIPMENT
Property, plant, machinery and industrial
equipment (including that under finance
lease) used for the production or supply
of goods and services are recognised at
historical cost, net of accumulated de-
preciation and any impairment losses;
the cost also includes any costs directly
incurred to prepare the assets for use. In-
terest expense incurred on loans obtai-
ned to purchase or construct property,
plant and equipment is recognised as
an increase in the assets only in the case
of assets that meet the requirements for
recognition as such, i.e. they require a si-
gnificant period of time to be ready for
use or marketable. Ordinary maintenan-
ce and repair costs are taken directly to
profit or loss for the year in which they
are incurred, while maintenance costs
that increase the value of assets are al-
located to such assets and depreciated
with the asset on the basis of its residual
possibility of use. Assets under con-
struction and payments on account are
recognised as assets based on the cost
incurred and/or the advance paid, inclu-
ding directly attributable expenses. De-
preciation is calculated on a straight-li-
ne basis to the cost of the assets, net of
their residual values (when reasonably
estimable), over their estimated useful
lives, applying the following rates (main
categories):
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Category Depreciation rate
Buildings 3%
Plants and machinery 12-30%
Industrial and commercial equipment 15%

Other assets 12-15-20-25%

Assets intended for specific service con-
tracts are an exception and are depre-
ciated according to the duration of the
contract. Depreciation begins when the
assets are available for use and is calcu-
lated at half the normal rate in the year
when the assets are places in service,
with the exception of property, plant
and equipment allocated for instrumen-
tal use on specific service contracts, whi-
ch are depreciated in proportion to the
remaining days of the service contract.
Gains and losses on the sale or disposal
of assets are determined as the differen-
ce between the revenue from sale and
the asset's carrying amount, and are re-
cognised in profit or loss for the year.
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SUBSIDIARIES

Cellularline controls a company when it
is exposed, or has rights, to variable re-
turns from its involvement with the inve-
stee and has the ability to affect those
returns through its power over the inve-
stee. Controlling interests are initially re-
cognised at fair value and subsequently
measured at cost, adjusted by any sub-
sequent impairment.

ASSOCIATES

The Company's investments in asso-
ciates are measured using the equity
method. An associate is a company over
which the Company has a significant in-
fluence but which cannot be classified
as a subsidiary or joint venture. There-
fore, the investment in an associate is
recognised in the statement of financial
position at cost, subsequently adjusted
for the post-acquisition in the Com-
pany’s interest in the associate’s equi-
ty. Goodwill relating to the associate is
included in the carrying amount of the
investment and is not subject to amor-
tisation. After application of the equi-
ty method, the Company determines
whether there is any objective evidence
that its net investment in the associate is
impaired. The income statement reflects
the Company's share of the associate's
profit (loss) for the year. After application
of the equity method, the Company de-
termines whether there is any objective
evidence that its net investment in the
associate is impaired. The income sta-
tement reflects the Company's share of
the associate's profit (loss) for the year.
If an associate recognises adjustments
directly in equity, the Company recogni-
ses its share and presents it, where ap-
plicable, in the statement of changes in

equity.
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OTHER COMPANIES

Investments in other unconsolidated
and unrelated companies are measured
at cost, including incidental expenses.

FINANCIAL ASSETS AND LIABILITIES
The application of IFRS 9 has not had
a significant impact on financial assets
and liabilities.
The standard introduces a new model
of hedge accounting in order to update
the requirements of the current IAS 39.
The main updates concern:
changes to the effectiveness test by re-
placing the current 80-125% parame-
ter-based approach, with the principle
of the "economic relationship" betwe-
en the hedged item and the hedging
instrument; moreover, an assessment
of the retrospective effectiveness of
the hedging relationship is no longer
required,;
the increase in the types of transactions
eligible for hedge accounting, also
including the risks of non-financial as-
sets/liabilities eligible for hedge ac-
counting;
the change in the accounting treatment
of forward contracts and options when
they are included in a hedging relation-
ship in order to reduce the volatility in
the income statement.

RECOGNITION AND MEASUREMENT
Trade receivables and debt instruments
issued are recognised when they origi-
nate. All other financial assets and liabi-
lities are initially recognised at the trade
date, i.e. when the Company becomes a
contractual party to the financial instru-
ment. With the exception of trade recei-
vables that do not contain a significant
financing component, financial assets
are initially measured at fair value plus
or minus - in the case of financial assets
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or liabilities not measured at Fair Value
Through Profit or Loss (FVTPL) - tran-
saction costs directly attributable to the
acquisition or issue of the financial asset.
At initial recognition, trade receivables
that do not have a significant financing
component are measured at their tran-
saction price.

CLASSIFICATION AND SUBSEQUENT
MEASUREMENT
Upon initial recognition, a financial asset
is classified as either at amortised cost or
fair value through profit or loss (FVTPL).
Financial assets are not reclassified after
initial recognition, unless the Company
changes its business model for mana-
ging financial assets. In this case, all the
financial assets concerned are reclassi-
fied on the first day of the first reporting
period following the change in the busi-
ness model.
A financial asset shall be measured at
amortised cost if it is not designated as
at FVTPL and both of the following con-
ditions are met:
the financial asset is held as part of a
business model whose objective is to
hold assets to collect contractual cash
flows;
the contractual terms of the financial
asset provide for cash flows at cer-
tain dates that are solely payments of
principal and interest on the principal
amount outstanding.

All financial assets not classified as me-
asured at amortised cost or Fair Value
Through Other Comprehensive Income
(FVOCI), as indicated above, are measu-
red at FVTPL. Upon initial recognition,
the Company may irrevocably designate
the financial asset as measured at FVTPL
if, by doing so, it eliminates or signifi-
cantly reduces an accounting mismatch
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that would otherwise result from measu-

ring the financial asset at amortised cost
or at FVOCI.

FINANCIAL ASSETS: SUBSEQUENT

MEASUREMENT AND GAINS AND

LOSSES
Financial assets measured at FVTPL
are subsequently measured at fair va-
lue. Net gains and losses, including di-
vidends or interest received, are reco-
gnised in profit or loss for the year.
Financial assets measured at amor-
tised cost are subsequently measu-
red at amortised cost in accordance
with the effective interest method. The
amortised cost is reduced by impair-
ment losses. Interest income, exchan-
ge gains and losses and impairment
losses are recognised in profit or loss
for the year as are any gains or losses
from derecognition.

FINANCIAL LIABILITIES: CLASSIFICA-
TION, SUBSEQUENT MEASUREMENT
AND GAINS AND LOSSES

Financial liabilities are classified as me-
asured at amortised cost using the ef-
fective interest method. Interest expen-
se and exchange gains and losses are
recognised in profit or loss, along with
any gains or losses on derecognition.

DERECOGNITION
Financial assets are derecognised
when the contractual rights to cash
flows from the financial asset expire,
when the contractual rights to receive
cash flows are transferred in a tran-
saction in which substantially all the
risks and rewards of ownership of the
financial asset are transferred or when
the Company does not transfer nor
substantially retain all the risks and
rewards of ownership of the financial
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asset and has not retained control of
the financial asset.

Financial liabilities lare derecogni-
sed when the obligation specified in
the contract is discharged or cancel-
led or expires. The Company also de-
recognises a financial liability in the
event of a change in the related con-
tractual terms when the cash flows of
the modified liability are substantially
different. In this case, a new financial
liability is recognised at fair value on
the basis of the modified contractual
terms. The difference between the
carrying amount of the financial liabi-
lity settled and the consideration paid
(including assets not represented by
transferred cash and cash equivalents
or assumed liabilities) is recognised in
profit or loss for the year.

OFFSETTING

Financial assets and financial liabilities
can be offset and the amount resulting
from the offset is presented in the sta-
tement of financial position if, and only
if, the Company has both the legal right
to offset the amounts and intends either
to settle on a net basis or to realise the
financial asset and settle the financial lia-
bility simultaneously.

IMPAIRMENT LOSSES

The Company recognises loss allowan-
ces considering lifetime credit losses.
Loss allowances for trade receivables
and contract assets are always recogni-
sed considering lifetime credit losses.
To determine whether the credit risk of
a financial asset has increased signifi-
cantly after initial recognition, in order
to estimate the expected credit losses,
the Company considers information
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that reflect reasonable and supportable
assumptions that are relevant and avai-
lable. This includes quantitative and
qualitative information and analyses,
based on the Company's historical cre-
dit losses, on credit assessments and
information on expected developmen-
ts. Lifetime expected credit losses are
expected credit losses that result from
all possible default events over the
expected life of a financial instrument.
12-month expected credit losses are the
expected credit losses that result from
default events on a financial instrument
that are possible within 12 months after
the reporting date (or a shorter period
of time if the expected life of a financial
instrument is less than 12 months).

The maximum period to consider when
assessing expected credit losses is the
maximum contractual period during
which the Company is exposed to credit
risk.

IMPAIRED FINANCIAL ASSETS
At each reporting date, the Company
assesses whether financial assets mea-
sured at amortised cost are credit-impai-
red. A financial asset is "credit-impaired"
when one or more events that have a de-
trimental impact on the estimated future
cash flows of that financial asset have oc-
curred.
Evidence that a financial asset is cre-
dit-impaired includes observable data
about the following events:
significant financial difficulty of the
Company or of the debtor;
a breach of contract, such as a default
or past-due event(more than 90 days);
the restructuring of a debt or an ad-
vance by the Company under condi-
tions that the Company not otherwise
consider;
it is becoming probable that the
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debtor will enter bankruptcy or other
financial reorganisation;

the disappearance of an active market
for that financial asset because of fi-
nancial difficulties.

WRITE-OFF

The gross carrying amount of a financial
asset is written off (either partially or in
full) to the extent that there is no realistic
prospect of recovery. The Company's
policy is to write off the gross carrying
amount when the financial asset is more
than 90 days past due, based on its hi-
storical credit losses of similar assets.
Financial assets that have been written
off could still be claimed in accordance
with the Company's credit recovery pro-
cedures.

NON-FINANCIAL ASSETS

At each reporting date, the Company
verifies whether there is objective evi-
dence of impairment based on the car-
rying amounts of its non-financial assets,
investment property, inventories and
deferred tax assets; if, on the basis of
this verification, there is indication that
the assets are impaired, the Company
estimates their recoverable amount. The
recoverable amount of goodwill is esti-
mated annually.

INVENTORIES

Inventories are measured at the lower of
purchase or production cost, determi-
ned using a method similar to weighted
average cost,includingincidental expen-
ses, direct and indirect costs reasonably
attributable to them and the estimated
realisable value based on market trends.
If the net realisable value is lower than
cost, the inventories are written down
by the difference calculated separately
for each item. The write-down is deter-
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mined following a specific recoverability
analysis and is reversed in subsequent
years if the reasons for the write-down
no longer exist, by reinstating the origi-
nal value. Goods in transit are measured
by specifically identifying the purchase
cost.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash
balances and demand deposits with a
maturity of three months or less from
the original date of acquisition, which
are subject to an insignificant risk of
changes in fair value and are used by
the Company to manage short-term
commitments.

EMPLOYEE BENEFITS
Post-employment benefits were accoun-
ted for in accordance with IAS 19.

The post-employment benefits of Ita-
lian companies until 31 December 2006
were considered a defined benefits plan;
the regulation of this provision has been
amended by Law no. 296 of 27/12/2006.
This institute is now to be considered
a defined-benefit plan exclusively for
the amounts accrued before 1 January
2007 (and not yet paid as at the repor-
ting date), while after that date they are
treated as a defined-contribution plan,
since the amounts of post-employment
benefits accrued after 1 January 2007
are transferred to the specific "Treasury
Fund" established by INPS (the Italian
social security institution) or to another
equivalent pension fund, in compliance
with the provisions of the aforementio-
ned legislation. Due to the legislative
context, the composition of the com-
pany's workforce and its seniority, the
effects deriving from the use of actuarial
techniques and the discounting of fu-
ture liabilities at the reporting date are
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considered to be immaterial, conside-
ring the nominal amount of the assets as
a reliable approximation of the fair value
of their expected settlement amount.

PROVISIONS FOR RISKS AND CHARGES
Provisions for risks and charges are re-
cognised when the Company has a pre-
sent obligation (legal or constructive) as
a result of a past eventand itis probable
that an outflow of resources embodying
economic benefits will be required
to settle the obligation and a reliable
estimate can be made of the amount
of the obligation. When the Company
expects that some or all of the expendi-
ture covered by a provision for risks and
charges will be reimbursed by another
party (for example, through insurance
contracts), it recognises a provision for
the full amount of the liability and a se-
parate asset for the expected reimbur-
sement when it is virtually certain that
reimbursement will be received. In this
case, the cost of any related provision is
taken t profit or loss, net of the amount
recognised for the reimbursement. If
the effect of the time value of money is
material, the amount of a provision is di-
scounted using a pre-tax discount rate
that reflects, where appropriate, the ri-
sks specific to the liability. When provi-
sions are discounted, the increase in the
provision due to the passing of time is
recognised as a financial expense.

The agents' severance indemnity provi-
sion (FISC) includes the annual accruals
for the payment of indemnities to agen-
ts following termination. In fact, in accor-
dance with ltalian legislation (art. 1751
of the Italian Civil Code), upon termina-
tion of the agency contract for no fault
of the agent, the principal must pay an
agent severance indemnity calculated in
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proportion to the total amount of com-
missions the agent earned during the
contract, even if they were not entirely
paid when the contract was terminated.
Under IFRS, and considered the gui-
dance provided by the International
Accounting Standard Board (IASB) and
the International Financial Reporting
Interpretation Committee (IFRIC), the
FISC has been considered a post-em-
ployment benefit, specifically a defi-
ned-benefit plan, which must therefore
be accounted for using actuarial techni-
ques. The actuarial valuation of the FISC
was carried out using the "Projected
Unit Credit Method" (PUM) as provi-
ded for by paragraphs 64-66 of IAS 19.
This method consists of valuations that
express the average present value of
the defined benefit obligations and past
service cost up to the date of the actua-
rial valuation, projecting, however, the
agent's commissions until the anticipa-
ted end date of continuing the agency
contract.

TRADE PAYABLES

The Cellularline Group holds contracts
for the supply of goods that include
the provision of bonuses, discounts
and, in certain circumstances, contribu-
tions classified as a reduction of trade
payables. These bonuses, discounts and
contributions are recognised either as a
percentage of the quantities purchased,
as a fixed amount on the quantities bou-
ght or sold, or as a defined contribution.
Mainly with reference to agreements
with a maturity date longer than the end
of the year, which represent a minority
interest of the bonuses and contribu-
tions for the year, the determination of
their amount represents a complex ac-
counting estimate that requires a high
degree of judgement as it is influenced
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by multiple factors. The parameters and
information that are used for the estima-
te are based on the amount purchased
or sold and on assessments that take
into account historical data regarding
the actual recognition of bonuses and
contributions by suppliers.

WARRANT DEBT
The capital increase through the exerci-
se of warrants falls within the scope of
IAS 32 'Financial Instruments: Presenta-
tion".
Paragraph 15 of IAS 32 states that 'the is-
suer of a financial instrument shall classi-
fy the instrument, or its component parts,
on initial recognition as a financial liabi-
lity, a financial asset or an equity instru-
ment in accordance with the substance
of the contractual arrangement and the
definitions of a financial liability, a finan-
cial asset and an equity instrument.
In particular, paragraph 16 states that
'when an issuer applies the definitions
in paragraph 11 ("Rights, options or war-
rants that give the right to acquire a fixed
number of equity instruments of the en-
tity for a fixed amount of any currency
are to be treated as equity instruments
if the entity offers the rights the rights,
options or warrants pro rata to all hol-
ders of the same class of its own equity
instruments") to determine whether a
financial instrument is an equity instru-
ment rather than a financial liability, the
instrument is an equity instrument if, and
only if, both conditions (a) and (b) below
are met:
a) The instrument includes no contractal
obligation:

i) to deliver cash or another financial

asset to another entity; or

ii) to exchange financial assets or fi-

nancial liabilities with another entity

under conditions that are potentially
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unfavourable to the issuer.

b) If the instrument will or may be settled
in the issuer’'s own equity instruments, it
is:
i) a non-derivative that includes no con-
tractual obligation for the issuer to deli-
ver a variable number of its own equity
instruments.

FOREIGN CURRENCY TRANSLATION
The functional and presentation curren-
cy adopted by the Company is the Euro.
Assets and liabilities, with the exception
of property, plant and equipment, intan-
gible assets and financial assets, origi-
nally expressed in the currencies of non-
EU countries, are translated into Euro at
the closing rate and the exchange gains
and/or losses are taken to profit or loss.
Revenue and income, costs and expense
relating to foreign currency transactions
are recognised at the transaction date
exchange rate.

RECOGNITION OF REVENUE

Revenue is recognised when control of
goods or services is transferred and to
the extent that the Company will receive
the economic benefits and the amount
can be measured reliably. In addition,
they are recognised net of returns, di-
scounts, rebates and premiums.

RECOGNITION OF COSTS

Costs and other operating expenses
are recognised in the income statement
when they are incurred on an accrual
basis and related to revenue, when they
do not produce future economic bene-
fits or when they do not qualify for reco-
gnition as assets.

INTEREST AND FINANCIAL INCOME
Financial income and interest are reco-
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gnised on an accruals basis using the ef-
fective interest rate and include exchan-
ge gains and losses and hedging gains
and losses recognised in profit or loss.

GOVERNMENT GRANTS

Government grants are recognised
when there is a reasonable assurance
that they will be received and the Com-
pany will comply with the conditions re-
lating to them. When grants are related
to cost components, they are recogni-
sed as revenue, but are systematically
allocated over the years so as to match
the costs they are intended to offset.

FINANCIAL EXPENSE

Financial expense is recognised in profit
or loss when incurred. Financial expense
is capitalised when it refers to an item of
property, plant and equipment or an in-
tangible asset that requires a significant
period of time to be available for its in-
tended use or for sale.

DIVIDENDS

Dividend income is recognised when
the Company has the right to receive
them, which normally coincides with the
year when the investee's Shareholders'
Meeting that approved the distribution
of profit or reserves is held. Dividend di-
stributions on the Company's ordinary
shares are recognised as a liability in the
financial statements for the year in whi-
ch the distribution is approved by sha-
reholders.

INCOME TAXES

CURRENT TAXES

Current tax assets and liabilities for the
current and previous years are measu-
red on the basis of the amount expected
to be recovered or paid to the tax autho-
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rities. The tax rates and rules used to cal-
culate the amount are those issued and
in force at the reporting date.

DEFERRED TAXES
Deferred taxes are calculated using the
liability method on the temporary diffe-
rences at the reporting date between
the tax values of assets and liabilities and
their corresponding carrying amounts.
Deferred tax liabilities are recognised
for all taxable temporary differences,
except:
to the extent that the deferred tax lia-
bility arises from the initial recognition
of goodwill or the initial recognition
of an asset or liability in a transaction
thatis not a business combination and
that, at the time of the transaction, af-
fects neither accounting profit nor ta-
xable profit (tax loss);
For the taxable temporary differences
associated with investments in subsi-
diaries, associates and joint ventures,
if the reversal of the temporary diffe-
rences can be controlled and itis likely
that it will not occur in the foreseeable
future.
Deferred tax assets are recognised for
all deductible temporary differences
and for the carry forward of unused tax
losses and unused tax credits, to the
extent that it is probable that taxable
profit will be available against which
the deductible temporary differences
and the unused tax losses and unused
tax credits can be utilised, unless the
deferred tax asset arises from the initial
recognition of an asset or liability in a
transaction that is not a business com-
bination and that, at the time of the tran-
saction, affects neither accounting profit
nor taxable profit (tax loss). With refe-
rence to taxable temporary differences
associated with investments in subsidia-
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ries, associates and joint ventures, a de-
ferred tax asset is recognised only to the
extent that it is probable that the tempo-
rary differences will reverse in the fore-
seeable future and taxable profit will be
available against which the temporary
difference can be utilised. The carrying
amount of deferred tax assets is reasses-
sed at the end of each reporting period
and reduced to the extent that it is no
longer probable that sufficient taxable
profit will be available to allow the bene-
fit of part or all of that deferred tax asset
to be utilised. Unrecognised deferred
tax assets are reassessed annually at the
end of each reporting period and a pre-
viously unrecognised deferred tax asset
is recognised to the extent that it has
become probable that future taxable
profit will allow the deferred tax assets
to be recovered. Deferred tax assets and
liabilities are measured at the tax rates
that are expected to apply to the period
when the asset is realised or the liability
is settled, based on tax rates that have
been enacted by the end of the repor-
ting period. Income taxes relating to
items recognised directly in equity are
recognised directly in equity and not in
profit or loss. Deferred tax assets and lia-
bilities are offset if, and only if, the Com-
pany has a legally enforceable right to
set off current tax assets against current
tax liabilities and the deferred tax assets
and liabilities relate to income taxes le-
vied by the same taxation authority.
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RISKS,COMMITMENTS,GUARANTEES
Commitments and guarantees are indi-
cated at their contractual value, as along
with the risks for which a liability is only
possible, without allocating provisions
for risks. Risks for which a liability is pro-
bable are described in the notes and
the amount is accrued, in accordance
with the principle of fairness, in the pro-
visions for risks. Risks of a remote nature
are not taken into account.

RIGHT-OF-USE ASSETS

The Company has adopted IFRS 16 Le-
ases from 1 January 2019. IFRIC 23, IAS
28 and IAS 19, which became effective
on 1 January 2019.IFRS 16 introduced a
single model of accounting for leases in
the financial statements of lessees whe-
reby the Company, as lessee, recogni-
sed an asset that represents the right to
use the underlying asset and a liability
that reflects the obligation to pay the le-
ase payments. The accounting methods
for the lessor, on the other hand, remain
similar to those provided for by the pre-
viously applicable standard.

The Company has used the option to
adopt IFRS 16 with the modified retro-
spective method, which provides for the
possibility of recognising the right-of-u-
se asset as at 1 January 2019 for an
amount equal to the lease liability re-
maining at that date, without recalcula-
ting the figures for the previous year.

DEFINITION OF LEASING

In accordance with IFRS 16, the Com-
pany assesses whether the contract is a
lease or contains a lease on the basis of
the new definition of a lease. Under IFRS
16, a contractis, or contains, a lease if the
contract conveys the right to control the
use of an identified asset for a period of
time in exchange for consideration. As
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at the date of initial application of IFRS
16, the Company decided to adopt an
operating procedure that allows it not to
re-examine which transactions constitu-
te a lease. IFRS 16 was applied only to
contracts that had previously been iden-
tified as leases. Contracts that were not
identified as leases by applying IAS 17
and IFRIC 4 were not reassessed to de-
termine whether they were leases. The-
refore, the definition of a lease in IFRS
16 has been applied only to contracts
entered into or amended on or after 1
January 2019.

LESSEE ACCOUNTING MODEL

The Company leases assets such as bu-
ildings and motor vehicles. As a lessee,
the Company previously classified lea-
ses as operating or financial, assessing
whether the lease transferred substan-
tially all the risks and rewards of owner-
ship. In accordance with IFRS 16, the
Company recognises the right-of-use as-
sets and the lease liabilities in the state-
ment of financial position. However, the
Company has decided not to recognise
right-of-use assets and lease liabilities of
low value assets (less than USD 5,000).
Therefore, the Company recognises the
lease payments as a cost on a straight-li-
ne basis over the lease term. The Com-
pany recognises the right-of-use assets
that do not meet the definition of invest-
ment property under "Property, plant
and equipment”, which is the same item
it uses to present the same kind of assets
that it holds. The Company classifies le-
ase liabilities under "Other financial lia-
bilities" in the condensed statement of
financial position. As at the commence-
ment date of the lease, the Company re-
cognises a right-of-use asset and a lease
liability. The right-of-use asset is initially
measured at cost, then at cost less any
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accumulated depreciation and any ac-
cumulated impairment losses, and adju-
sted for any measurement of the lease
liability. The right-of-use asset that me-
ets the definition of investment proper-
ty is recognised in the item of the same
name and is initially measured at cost
and subsequently at fair value, in accor-
dance with the Company's accounting
policies. The Company measures the le-
ase liability at the present value of the
lease payments that are not paid at the
commencement date, discounting them
using the interest rate implicit in the lea-
se. If that rate cannot be readily determi-
ned, the Company uses the incremental
borrowing rate. Generally, the Company
uses the incremental borrowing rate as
the discount rate. The lease liability is
subsequently increased to reflect the in-
terest accrued on the lease liability and
reduced to reflect the lease paymen-
ts made and is remeasured if there is a
change in future lease payments resul-
ting from a change in the index or rate,
if there is a change in the amounts that
the Company expects to pay under a re-
sidual value guarantee or when there is
a change in the assessment of an option
to purchase the underlying asset, ex-
tend or terminate a lease.

The Company has estimated the lea-
se term of certain contracts in which it
acts as a lessee and which provide for
renewal options. The assessment of
whether or not there is a reasonable cer-
tainty of exercising the option influences
the estimated lease term, significantly
impacting the carrying amount of the
lease liabilities and right-of-use assets
recognised.

[CELLULARLINEGROUP]

199



ANNUAL FINANCIAL REPORT | 2.4 NOTES TO THE SEPARATE FINANCIAL STATEMENTS AS AT AND FOR THE YEAR ENDED 31 DECEMBER 2022

CORPORATE PRESENTATION AND ANNUAL FINANCIAL REPORT

[CELLULARLINEGROUP]

New accounting standards,
amendments and
interpretations endorsed
by the European Union that
became effective as of the
year beginning 1 January
2022.

With Regulation (EU) no. 2021/1080 of 28 June 2021, published in the Official Journal

of the European Union on 02 July 2021, the following documents published by the

IASB Board on 14 May 2020 were adopted:

* Property, plantand equipment - Proceeds before intended use (Amendments to IAS 16)

* Onerous contracts - Costs of fulfilling a contract (Amendments to IAS 37)

* Reference to the Conceptual Framework (Amendments to IFRS 3)

* Improvements to IFRSs - 2018-2020 cycle (Amendments to IFRS 1, IFRS 9 and IAS
41).

Amendments to IAS 16 - Property, plant and equipment: proceeds before intended
use.

The aim was to outline the accounting treatment of proceeds from selling goods pro-
duced with the use of an asset before bringing it to the location and condition neces-
sary for it to be capable of operating in the manner intended by management (the
"testing phase"). The IASB Board has clarified that the proceeds from selling goods
produced by an asset during the period prior to the date on which the asset is in the
location and condition necessary for it to be capable of operating in the manner inten-
ded by management must be recognised in profit/(loss) for the year. As a result of the
above amendment, it will no longer be permitted to recognise as a direct reduction of
the cost of the asset proceeds from selling goods produced before the asset is avai-
lable for its intended use, for example, from selling samples produced when testing
whether the asset is functioning properly. Goods produced pending sale are recogni-
sed as inventories in accordance with IAS 2 Inventories; the cost of production does
not include the depreciation of the asset from which they were produced, as the latter
is not yet subject to depreciation. The notes must disclose the amount of revenue
and expense relating to goods produced, which are not outputs of ordinary activities,
and the line items in which such revenue and expense are included (if they are not
presented separately in the financial statements). Retroactive application is permitted
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only for assets that are brought to the location and condition necessary for them to be
capable of operating in the manner intended by management, on or after the earliest
comparative annual reporting period presented. The effect of first-time application is
recognised in the opening equity of the earliest comparative annual reporting period
presented.

Amendments to IAS 37 - Onerous Contracts - Cost of Fulfilling a Contract
The IASB Board clarified that the cost of fulfilling a contract comprises the costs that
relate directly the a contract and therefore include:
incremental cost of fulfilling a contract, i.e., costs that would not have been incurred
in the absence of the contract (e.g. raw materials, direct labour costs, etc.);
an allocation of other costs that relate directly to fulfilling contracts, although not
incremental, (e.g. allocation of depreciation of assets used to perform the contract).
The IASB Board, moreover, confirmed that, before a separate provision for onerous
contract is established, the entity recognises any impairment loss that has occurred
on non-current assets and clarified that impairment losses must be determined with
reference not only to assets fully dedicated to the contract, but also to other assets that
are partially used in fulfilling the contract.
Retrospective application is permitted for contracts for which an entity has not yet
fulfilled all its obligations at the beginning of the annual reporting period in which the
amendments to IAS 37 are applied. The effect of first-time application is recognised in
the opening equity without restatement of comparative figures.

Amendments to IFRS 3 - Reference to the Conceptual Framework

In March 2018, the IASB Board published the new "Conceptual Framework for Finan-
cial Reporting" ("Conceptual Framework"), which replaced the previous document
"Systematic Framework for the Preparation and Presentation of Financial Statements",
published in 2001 and partially revised in 2010. Not being an accounting standard,
the Conceptual Framework is not subject to endorsement by the European Union.
Following the publication of the new Conceptual Framework, the IASB Board initia-
ted a two-phase project to update references to the new Conceptual Framework in
the various international accounting standards and interpretations. The amendments
update the reference in IFRS 3 to the Conceptual Framework in the revised version,
without entailing any changes to the provisions of the standard. IFRS 3 requires com-
pliance with the definitions included in the Conceptual Framework as a general condi-
tion for recognising the assets and liabilities of the acquiree. With the amendment to
IFRS 3, the new definitions of assets and liabilities in the new Conceptual Framework
published in March 2018 will have to be used to identify the assets and liabilities of
the acquiree, with the exception of liabilities assumed in the acquiree, which after the
acquisition date are accounted for in accordance with IAS 37 Provisions, Contingent
Liabilities and Contingent Assets or IFRIC 21 Taxes. The purpose of this exception is
to prevent an acquirer from recognising a liability or contingent liability based on the
new Conceptual Framework definition and then derecognising it by applying the re-
cognition criteria of IAS 37 and IFRIC 21. Applying the new Conceptual Framework's
definition of a liability, an acquirer would, for example, have had to recognise a liability
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at the date of acquisition of the business with respect to the acquiree's obligation to
pay a tax other than income tax, as it represents a "present obligation to transfer eco-
nomic resources arising from past events and which the entity does not have the ability
to avoid"; if the obligating event giving rise to the liability has not yet occurred, the
liability should be derecognised after the business combination in accordance with
IFRIC 21.

Early application is permitted if all other amendments to the references to the new
Conceptual Framework published in March 2018 are applied.

Improvements to IFRSs - 2018-2020 cycle (Amendments to IFRS 1, IFRS 9 and IAS 41)
The Improvements to IFRS Standards are the result of the annual improvement process
aimed at resolving non-urgent issues related to inconsistencies or unclear terminology
identified in the International Financial Reporting Standards.

IFRS 1 First-time Adoption of IFRS Accounting Standards - Controlled Entities as
First-time Adopters.

Subsidiaries, associates or joint ventures that apply IFRS Accounting Standards for
the first time after their parent/participant have the option, at the date of transition,
to measure their assets and liabilities at the same carrying amounts in the consoli-
dated financial statements of the parent/participant, net of any effects arising from
consolidation procedures or equity method measurement. If the exemption descri-
bed above is applied, the entity has the option, at the date of transition, to recognise
the translation reserve at the same value as in the consolidated financial statements
of the parent/participant.

IFRS 9 Financial Instruments - Fees in the '10 %' test for derecognition of financial
A modification of the contractual terms of a financial liability is material if the modi-
fied cash flows, including any fees paid net of any fees received, discounted using
the original effective interest rate, differ by at least 10% from the present value of
the cash flows before the modification. Only fees paid or received between the bor-
rower and the lender and fees paid or received by the borrower or by the lender on
behalf of the other party are to be included in the 10% test.

lllustrative examples of IFRS 16 Leases - Lease Incentives

The amendment removed from lllustrative Example 13 of IFRS 16 the accounting
treatment in the lessee's financial statements of a reimbursement received from the
lessor for leasehold improvements, as the conclusion of the example was not sup-
ported by an adequate explanation.

In the illustrative example, the reimbursement was not considered a lease incentive
but had to be accounted for in accordance with other Standards, although IFRS 16
defines "lease incentives" as "payments made by the lessor to the lessee associated
with a lease, or reimbursement or assumption by the lessor of costs of the lessee".
The amendment has not been endorsed by the EU because the illustrative examples
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are not an integral part of IFRS 16. New accou nting standards
 §

* IAS 41 Agriculture - Taxation in Fair Value Measurements d d
It has been clarified that tax-related cash flows need not be excluded when me- amen ments an
asuring the fair value of biological assets. This change stems from the fact that in e e d d
practice, the discount rate used by market participants is usually a post-tax rate, and Interpretatlons en orse
consequently the discounted cash flows must also be post-tax. by the Eu ro pea n u n ion and

The following is a list of documents applicable beginning with the financial statements ﬁ o f J

for financial years beginning 1 January 2022 described above: e eCtlve rom 1 anuary

2023.

Date of EU endorsement regulation

Document title Issue date Date of entry into force (publication date in the EUOJ)

Reference to the Conceptual f With Regulation (EU) no. 2022/357 of 02 March 2022, published in the Official Journal
EU) 2021/1080 of 28 June 2021 . ) .

IFFr;rSng)work(Amendmemsto 14 May 2020 1 Jan. 2022 (EU) (ZJuly°2021)une of the European Union on 03 March 2022, the following documents published by the

IASB Board on 12 February 2021 were adopted:
¢ Disclosure of Accounting Policies (Amendments to IAS 1 Presentation of Financial State-

oofr:‘illrﬁlLlliigoangjrﬁrsa_ctCOSts 14 May 2020 1 Jan. 2022 (EU)2021/1080 of 28 June 2021 ments)
(Amendments to IAS 37) (2 duly2021) * Definition of Accounting Estimates (Amendments to IAS 8 Accounting Policies, Chan-

ges in Accounting Estimates and Errors).

Property, plant and equipment . . . . . .
" Proceeds before intended use 14 May 2020 1 Jan. 2022 O ey 2% Disclosure of Accounting Policy information (Amendments to IAS 1 Presentation of
(Amendments to IAS 16) uly

Financial Statements).
With the Amendments to IAS 1, the IASB Board set out some guidelines for selecting

Annual improvements to IFRS

Accounting Standards (2018- (EU) 2021/1080 of 28 June 2021 accounting policies to be described in the notes to the financial statements. IAS 1, pri-
2020 cycle) (Amendments to 14 May 2020 1 Jan. 2022 2 July 2021 . .. . . .
s 16 (*) and (A dy 02 or to the amendments, required entities to disclose information on adopted accoun-

ting policies that were significant, leading to difficulties and confusion among prepa-
o . . _ A rers and primary users of financial statements as IFRS Standards lacked a definition of
(*) The amendment to IFRS 16 has not been endorsed by the European Union insofar as it refers to an illustrative example that is not L
an integral part of the Standard. IISlg nificant".
However, IAS 1 provides the definition of "material" and, therefore, the IASB amen-
ded IAS 1 to clarify that an entity shall disclose in the notes to the financial statements
the material accounting policy information and not describe all significant accounting
policies. The Amendments to IAS 1 describe certain circumstances in which an entity
might normally conclude that information about an accounting policy is material to its
financial statements. The "specific" obligation to describe the valuation criteria ("me-
asurement basis") adopted for the preparation of the financial statements has been
eliminated, as this information requirement is already included in the "general" obli-
gation to provide material accounting policy information.
As a result of the Amendments to IAS 1, the following accounting standards were also
adjusted to align the disclosure requirements on accounting policies with the provi-
sions of IAS 1 described above:

* IFRS 7 Financial Instruments: Disclosures

* IAS 26 Accounting and Reporting by Retirement Benefit Plans

* |AS 34 Interim Financial Reporting.
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The Amendments to IAS 1 will become effective for financial statements of financial
years beginning on or after 1 January 2023 and early application is permitted.

Definition of Accounting Estimates (Amendments to IAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors).
The purpose of the Amendments to IAS 8 is to resolve the interpretative difficulties,
encountered in practice, in distinguishing a change in accounting estimates from a
change in accounting policies, for which different accounting treatments are provided:
the effects of a change in accounting estimates are generally recognised prospecti-
vely in the financial statements
the effects of a change in accounting policies are generally recognised retrospecti-
vely.
The current IAS 8 provides an insufficiently clear definition of "change in accounting
estimates", as it lacks a specific definition of "accounting estimates". For this reason,
the Amendments to IAS 8 focused, on the one hand, on developing a new definition
of "accounting estimates" and, on the other hand, on clarifying the relationship betwe-
en "accounting estimates" and "accounting policies". The Amendments to IAS 8 will
become effective for financial statements for financial years beginning on or after 1
January 2023 and must be applied prospectively. Early application is permitted. Re-
gulation (EU) no. 2022/1392 of 11 August 20221 endorsed "Deferred Tax Related to
Assets and Liabilities Arising from a Single Transaction (Amendments to IAS 12 Inco-
me Taxes)", published by the IASB Board on 7 May 2021. The Amendments to IAS 12
clarify the accounting treatment of deferred taxes ("DTA/DTL") relating to assets and
liabilities recognised in the financial statements as a result of an individual transaction,
the carrying amounts of which differ from the tax bases.

The IASB Board has clarified the following:
the exceptions to the initial recognition of deferred tax assets and liabilities do not
apply if a single transaction results in a taxable and deductible temporary difference
of equal value in the financial statements
|ldeductible and taxable temporary differences must be calculated by considering
separately the asset and liability recognised in the financial statements as a result
of a single transaction and not on their net value. Deferred tax assets related to de-
ductible temporary differences, determined as indicated above, are recognised in
the financial statements only if deemed recoverable.

Finally, the IASB Board has clarified that if taxable and deductible temporary diffe-
rences relating to the initial recognition of an asset and a liability in the financial sta-
tements as a result of a single transaction have a different value, the entity should not
recognise the assets and liabilities for deferred taxes, as their initial recognition would
result in an initial adjustment to the carrying amount of the asset or liability to which
they relate, making the financial statements less transparent.

The Amendments to IAS 12 are effective for financial statements for financial years
beginning on or after 1 January 2023. Early application is permitted by providing ade-
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quate disclosure in the notes to the financial statements.
The transitional provisions for the first application of the Amendments to IAS 12 pro-
vide as follows:

the Amendments to IAS 12 are to be applied to all transactions entered into since
the opening date of the first comparative period presented

at the opening date of the earliest comparative period presented, the entity shall re-
cognise as an adjustment to the opening balance of retained earnings (or, based on
the specific circumstances, other component of equity) deferred tax assets, if deemed
recoverable, and deferred tax liabilities with respect to all associated deductible and
taxable temporary differences:

right-of-use assets and lease liabilities;

provisions for decommissioning, restoration and similar liabilities and the correspon-
ding amounts recognised as part of the cost of the related asset.

The above transitional provisions are also applicable to entities that prepare their
financial statements in accordance with IFRS Standards for the first time (“first-time
adopters"). In this case, the opening date of the first comparative period presented
coincides with the date of transition to IFRS ("transition date"). First-time Application
of IFRS 17 and IFRS 9 - Comparative Information (Amendments to IFRS 17 Insurance
Contracts). Effective for financial statements for annual periods beginning on or after 1
January 2023, IFRS 17 Insurance Contracts, which is the new accounting standard, re-
placing IFRS 4, applicable to the recognition, measurement, presentation and disclo-
sure of insurance contracts issued by an entity and/or reinsurance contracts held by an
entity, will become effective. Entities principally engaged in the business of insurance
and which, as of 1 January 2018, had exercised the option to defer the application of
IFRS 9 Financial Instruments, while continuing to apply the requirements of IAS 39 Fi-
nancial Instruments: Recognition and Measurement for the recognition, measurement
and presentation of financial instruments, will be required to apply both IFRS 17 and
IFRS 9 for the first time from 1 January 2023. The Amendments to IFRS 17 are intended
to eliminate accounting mismatches that may arise in comparative financial statement
data as a result of the first-time application of IFRS 17 and IFRS 9.

The transitional provisions of IFRS 17, in fact, stipulate that the new standard must be
applied retrospectively for the first time with restatement of comparative data, unlike
the transitional provisions of IFRS 9, which do not require the restatement of compara-
tive data and, in particular, do not require the application of the new provisions of IFRS
9 with regard to the classification and measurement of financial assets, if such financial
assets have been derecognised under IAS 39 during the comparative period. In par-
ticular, with the Amendments to IFRS 17, the IASB Board included among the transi-
tional provisions of IFRS 17 a new option, called "classification overlay", which allows
insurance entities applying IFRS 17 and IFRS 9 at the same time to classify and measure
financial assets related to insurance business in the comparative financial statements
under the provisions of IFRS 9. By Regulation (EU) no. 2021/2036 of 19 November
2021, the European Commission endorsed IFRS 17 Insurance Contracts, in the ver-
sion published by the International Accounting Standards Board on 18 May 2017 and
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subsequently amended on 25 June 2020. IFRS 17, which replaces IFRS 4 Insurance
Contracts, is effective for annual periods beginning on or after 1 January 2023. Early
application is permitted for entities that already apply IFRS 9 Financial Instruments or
that begin to apply this standard from the date of first-time application of IFRS 17. The
main changes introduced by the new standard include, in particular:
valuation of technical provisions at, essentially, current values;
transformation of the estimate of the expected profit of insurance contracts into an
accounting measure; IFRS 17 introduces the concept of the expected profit of insu-
rance contracts to be recognised in the profit/(loss) for the year over the life of the
contract;
introduction of the concept of a "portfolio of insurance contracts”, which in turn is subdivi-
ded into "groups of insurance contracts”;
new presentation in the statement of profit/(loss) for the year significantly different
from the past and more aligned to a "by margin" logic.

The following is a list of documents applicable beginning with the financial statements
for financial years beginning 1 January 2023 described above:

. Date of entry into Date of EU endorsement regulation
Document title Issue date force (publication date in the EUOJ)
Disclosure of accounting policies o (EU) 2022/357 of 2 Mar. 2022
(Amendments to1AS 1)(* 12 Feb 2021 1% Jan 2023 (3 Mar. 2022)
Definition of Accounting Estimates ® (EU) 2022/357 of 2 Mar. 2022
(Amendmentsto IAS 8) 12 Feb 2021 1% Jan 2023 (3 Mar. 2022)

Deferred Tax Related to Assets and ((EU) 2022/1392 of 11 Aug. 2022

Liabilities Arising from a Single Transaction 7 May 2021 1°Jan 2023

(Amendments to IAS 12) 12 Aug. 2022

IFRS 17 Insurance Contracts (**) (including 18 May 2017 1° Jan 2023 (EU) 2021/2036 of 19 Nov. 2021
amendments of 25 June 2020) 25 June 2020 (23 Nov. 2021)

Firsttime Application of IFRS 17 and IFRS
9- Comparative Information (Amendments 9 Dec 2021 1°Jan 2023 EU) 2022{71;&91 gggzsep- 2022
toIFRS 17) (9 Sep. 2022)

(*) The document published by the IASB Board includes amendments to "IFRS Practice Statements 2 - Making Materiality Judgemen-
ts", which is not subject to EU endorsement as it is not an accounting standard or interpretation.

(**) The EU endorsed IFRS 17 with a change from the version published by the IASB Board. In particular, the EU has provided entities
with an option and not an obligation to group contracts characterised by intergenerational mutualisation and cash flow matching into
annual cohorts.
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Accounting standards, amendments and interpretations not yet endorsed by
the European Union

Date of entryinto  Date of EU endorsement regula-

Documenttitle Issue date force tion (publication date in the EUOJ)
Standards

IFRS 14 Regulatory deferral accounts 30 Jan 2014 1° January 2016 (*) Unplanned
Amendments

Sale or Contribution of Assets between an 11 Sept 2014

Investor and its Associate or Joint Venture 17 Dec 2015 Indefinite (**) Unplanned
(Amendments to IFRS 10 and |IAS 28)

Classificazione delle passivita come 23 Jan 2020

correnti o non-correnti (Modifiche allo IAS 1) + °

Passivita non correnti con covenants 15 Jul 2020 1% January 2024 TBD

(Modifiche allo IAS 1) 31 Oct 2022

Passivita per leasing in un'operazione
di vendita e retrolocazione 22 Sept 2022 1° January 2024 TBD
(Modifiche all'lFRS 16)

(*) IFRS 14 came into force starting 1 January 2016, but the European Commission decided to suspend the endorsement process
pending the new accounting standard on "rate-regulated activities".

(**) In December 2015, the IASB Board published the document "Effective date of amendments to IFRS 10 and IAS 28" by which it
removed the mandatory effective date (which was scheduled for 1 January 2016) pending completion of the equity method project.

reporting

The Company has identified one operating segment, which includes all the services
and products provided to customers. The Company's activities develop through one
operating segment, which can be divided into three main product lines:

Red line (accessories for multimedia devices);

Black line (accessories for motorcycles and bicycles);

Blue line (third party products marketed under distribution agreements)
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Notes to the Statement of
Financial Position

The following are the notes to the main assets and liabilities in the separate financial
statements of Cellularline S.p.A. at 31 December 2022.

Assets
Non-current assets

6.1

Intangible assets

A specific table of changes in this item has been prepared, shown below, indicating the
historical cost, accumulated amortisation, changes in the year and the closing balance
of each asset. Amortisation was calculated using the rates that reflect the assets’ residual
useful lives.

Intangible assets as at 31 December 2022 and 31 December 2021 are detailed below.

. (Decreases/ Carrying amount
(In thousands of Euro) C:tr:rﬂngzar;g;:t Increases (Amortisation) Impairment Reclassifications at31.12.2022
e osses)
Development costs 753 1.217 (1.246) - 6 730
Industrial patents and
intellectual property 1.381 1.314 (1.463) - 418 1.650
rights
Concessions, licenses,
trademarks and similar 16.281 45 (1.182) - - 15.144
rights
Customer relationships 32.062 (4.593) - - 27.469

Assets under
development and 430 110 - (7) (424) 109
payments on account

Totale Imm. (8.484)

immateriali
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The changes in Intangible assets, broken down for the period between 31 December
2021 and 31 December 2022 are shown below:

(In thousands of Euro)

Opening balance 50.907

Increases 2.686
(Decreases) (7)
(Amortisation and impairment losses)/revaluations (8.484)

(Decreases) in Accumulated amortisation

Closing balance 45.102

With reference to 31 December 2022, it should be noted that the Company has made

investments of EUR 2,686 thousand.

In particular, investments are mainly attributable to:

* industrial patents and intellectual property rights, equal to EUR 1,314 thousand: this
item mainly includes software, i.e. the costs incurred for the implementation and deve-
lopment of the main management programme and other specific applications, which
are normally amortised over 3 years. The investments are mainly related to updates
to the SAP management software, to the business intelligence systems and further in-
novations/IT projects, aimed at having increasingly effective and efficient information
tools to support the Company's organisational structure;

* development costs of EUR 1,217 thousand; this item mainly includes the costs incur-
red for investments in specific product innovation projects. These are considered to
generate long-term benefits, as they relate to projects under development, whose
products are clearly identified, are intended for a market with sufficient profit margins
to cover the amortisation of capitalised costs, which is normally two years.

6.1.2
Measurement of customer relationship and trademarks with a finite useful life

At 31 December 2022, the Customer Relationship with a defined useful life recognised in the separate
financial statements amounted to EUR 27,469 thousand, net of accumulated amortisation; the Company
did not carry out the impairment test, as, following internal analyses performed by the management, it did
not detect any specific impairment indicators on the asset, in consideration of the fact that several long-
term renewals were carried out with strategic customers during 2022 and, therefore, the core of the most
relevant customers from the 2018 business combination perimeter does not appear to be at risk.
Similarly, the value of Trademarks, net of amortisation, amounted to EUR 15,144 thousand and, as previou-
sly reported, following internal analyses carried out by the management, no specific impairment indica-
tors were identified on this item.
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Goodwill

The details of Goodwill at 31 December 2022 and 31 December 2021 are shown be-

low:

(In thousands of Euro)

Goodwill

Total Goodwill

31 December 2021

Situazione al

31 December 2022

18.432 93.857

18.432 93.857

The changes in Goodwill in the year are shown below:

(In thousands of Euro)

Goodwill

Opening balance
Acquisitions
Increases
(Impairment losses)

Closing balance

93.857

(75.425)

18.432

6.2.1
Impairment test on goodwill

At 31 December 2022, goodwill recognised in
the Company's financial statements amounts to
EUR 18,432 thousand and was allocated to the
sole cash generating unit (hereinafter also re-
ferred to as the "CGU"). For the purpose of the
impairment test, the Directors deemed it appro-
priate to maintain a single CGU. This approach
is consistent with what was done when the CGU
was first defined in 2018 and following the pre-
vious acquisition of Systema and Worldconnect
in previous years. The main factors considered
by the Directors for this assessment were: (i)
the identification of a single "decision making
process", integrated and strongly centralised
on the basis of the development plans, also in
the area of financial planning; (ii) the current
and/prospective synergies between procure-
ment activities, thanks also to the current supply
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chain specialised in the Far East; (iii) a monito-
ring of company performance in line with the
Company's current logic (Red, Black, Blue lines).
Once a year and each time there is an indica-
tion of impairment, the Company tests the reco-
verable amount of intangible assets, property,
plant and equipment and financial assets, in or-
der to determine whether there is any indication
that these assets are impaired. If such an indica-
tion exists, the asset's recoverable amount must
be estimated to determine the amount of any
impairment loss. The recoverable amount of an
asset is the higher of its fair value less costs of
disposal and its value in use (discounting the as-
set’s estimated future cash flows, given the spe-
cific risks of the asset). If the recoverable amount
is estimated to be less than the carrying amount,
it is reduced to the lower recoverable amount.
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When an impairment loss on assets other than
goodwill subsequently ceases to exist or decrea-
ses, the carrying amount of the cash-generating
unit or asset is increased up to the new estimate
of its recoverable amount and may not exceed
the amount that would have been determined
had no impairment loss been recognised. The
reversal of an impairment loss is immediately re-
cognised in profit or loss. In accordance with the
applicable standards (IAS 36), to test goodwill
for impairment at 31 December 2022, the Direc-
tors carried out a specific impairment test, with
the support of an independent advisor.

In particular, the impairment test, which repre-
sents the cash generating unit to which the go-
odwill was allocated, on the basis of the perfor-
mance and financial forecasts contained in the
Business Plan approved by the Directors on
15 March 2023, for the period 2023-2026, and
using the discounted cash flow model.

This criterion is based on the general concept
that the Enterprise Value of an entity is equal to
the present value of the following two elements:

* the cash flows it will be able to generate wi-
thin the forecast period;

e the residual value, i.e. the value of the bu-
siness as a whole, after the forecast period.

The discount rate used was the weighted avera-
ge cost of capital ("Weighted Average Cost of
Capital" or "WACC") of approximately 11.76%
and an estimated sustainable growth rate ("g")
of 1.91%.

The WACC is the average of the cost of equity
and the cost of debt capital weighted on the
basis of the financial structure of comparable
companies and incorporates the physiological
updating of the market parameters underlying
the calculation of this parameter (risk free rate
and cost of debt) with respect to 31 December
2021, giving significant relevance to the market
parameters observable in the second part of
2022, consistent with the recent pronouncemen-
ts of valuation practice on the subject, showed
significant deviations, leading to a significant
increase in the discount rate used. Moreover, it
is noted that the WACC used for the 2022 im-

[CELLULARLINEGROUP]

pairment test also includes a component (the
"execution risk”, with an impact on the calcula-
tion of the finished rate of 1.47%, representing
the estimated risk due to the current degree of
volatility and uncertainty reflected by the contin-
gent macroeconomic environment. As regards
forecasts, the estimates and data relating to the
performance and financial forecasts to which the
above parameters are applied are determined
by the Directors on the basis of past experience
and expectations of developments in the mar-
kets in which the Group operates.
The analyses carried out have led to an estimate
of the recoverable amount, in the form of the En-
terprise Value, of about EUR 170.8 million; this
amount is lower than the carrying amount at the
reporting date, meaning that there is an impair-
ment loss of EUR 75.4 million, of which 39.9 mil-
lion already booked at 30 June 2022.
This impairment loss is mainly related to the pro-
gressive increase in the official discount rates
applied by the Federal Reserve and the ECB in
2022 and the prudent introduction of the abo-
ve-specified execution risk, whilst, residually, it is
related to the update of the Business Plan, which
nevertheless confirms the Company's medium-
to long-term objectives.
Goodwill impairment losses recognized in the
P/L also include, with reference to subsidiaries
and affiliates, the representation of the risk due
to the current degree of volatility and uncer-
tainty reflected by the contingent macroeco-
nomic environment, which it is not possible to
attribute to them on a specific basis in relation
to the aforementioned strong interrelationship
existing between the performance of the Parent
Company and that of subsidiaries and affiliates.
Impairment testing is characterised by a high le-
vel of judgement, in addition to the uncertainty
inherent in any forecast, especially in relation to:
* the expected operating cash flows, calcula-
ted by taking into account the general eco-
nomic performance (including expected
inflation rates and exchange rates) and that
of the company’s sector and the actual cash
flows generated by the CGU in previous ye-
ars;
e the financial parameters to be used to di-
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scount the above cash flows.

The results obtained were subjected to a sen-
sitivity analysis considering that it is reasonably
possible that a change in the assumptions un-
derlying the test could significantly alter the re-
sults. This analysis showed that alternatively (i) a
further 5% reduction in EBITDA, with respect to
what has already been reflected in WACC throu-
gh the aforementioned correction factor, leads
to a higher write-down of Goodwill of EUR 11.6
million, (ii) an increase in WACC of +1% leads
to a higher write-down of Goodwill of EUR 16.8
million, and (iii) a zero-growth rate (g-rate) leads
to a higher write-down of Goodwill of EUR 13.8
million.

As a result of the economic-financial results
reflected in the 2022 consolidated financial sta-
tements, there remains a significant difference
between the Stock Market capitalisation and the
net carrying amount of equity at 31 December
2022, with the clarification that the value confi-
guration chosen to determine the recoverable
amount for impairment testing purposes is that
of 'value in use', used in accordance with the
dictates of international accounting standards,
which define the recoverable amount that can
be used for impairment testing as the greater
of value in use and fair value (approximated by
market capitalisation and analysts' target price).
With reference to the trend in the market capi-
talisation of Cellularline's stock, it should be no-
ted that the significant reduction in the value per
share occurred in conjunction with the outbre-
ak of the COVID-19 pandemic in the first half of
2020, which, as is known, had a strong impact
on the Group's results, and that subsequently
the stock has not regained levels comparable to
those recorded before the pandemic.

Over the same time horizon, analysts covering
the stock have progressively adjusted their
expectations in line with the stock's trend, al-
though the target prices of the most recent re-
ports available remain on average higher than
the market price as of 31 December 2022.
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The differences between value in use and mar-
ket capitalisation/target price of analysts hed-
ging the stock are generally attributable to the
following factors:

e different inputs used to calculate value in
use, in terms of cash flows, discount rates
(WACC) and any other key variables in the
valuation (e.g. g-rate);

* presence of information asymmetries
between the market and Management (e.g.
in the case of forecast data not disclosed to
the market and used by Management for its
own internal evaluations);

o different relevant time horizons, i.e. the mar-
ket generally has an investment horizon that
implies a shorter-term view than the more
long-term-oriented logic typically reflected
by the DCF applied to a medium- to long-
term business plan drawn up by manage-
ment;

e different value configuration in measure-
ment (value in use and fair value).

In particular, the difference in the estimated pri-
ce per share between what can be found in the
Company's? impairment test referring to the
whole Group and what is expected by analysts
appears reasonably attributable to the different
forecast data used. In fact, the Business Plan,
from which the cash flows used for impairment
testing originate, differs in both operating flows
and time horizon.
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6.3

Property, plant and equipment

Depreciation was calculated using the rates that reflect the assets' residual useful lives.
The balance of Property, plant and equipment, broken down by category at 31 De-
cember 2022 and 31 December 2021, is shown below:

Carrying (Decreases/ Camrying
(In thousands of Euro) ag:::'tnitj1 Increases (Depreciation) Im airm;ent Reclassifications prlisveis‘i’:n ag:::;‘f:r‘l
2021 e 2022
Land and buildings 3.444 8 (122) - - - 3.330
Plant and machinery 278 152 (111) - 48 - 367

Industrial and commercial

. 1.211 1.215 (853) (209) 47 197 1.608
equipment

Assets under construction 169 36 ; (4) (95) - 106

and payments on account

Total property, plant 1.411 (1.086) (213)

and equipment

The changes in Property, plant and equipment between 31 December 2021 and 31
December 2022 are shown below:

(In thousands of Euro)

Opening balance 5.102

Increases 1.411
(Decreases) (213)
(Depreciation and impairment losses)/revaluations (1.086)
Decreases in accumulated depreciation 197

Closing balance 5.411

At 31 December 2022 the item consisted mainly of buildings used as the operating offi-
ces of the Company for EUR 3,330 thousand and industrial and commercial equipment
for EUR 1,608 thousand (mainly furniture, furnishings, office machinery and moulds). With
reference to the year ended 31 December 2022, the Company made investments of EUR
1,411 thousand, mainly related to industrial and commercial equipment.
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6.4

Subsidiaries and associates

The breakdown of changes in the item at 31 December 2021 and 31 December 2022
are shown below:

31 December

(In thousands of Euro) 2021 Increases Remeasurement Decreases 31 December 2022
Equ@y'm\'/estments in 19284 1.261 - - 20.545
subsidiaries

Equity investments in 33 _ - . 33

associates

Total equity investments

Below is a list of investments:

. . Profit (loss) .
Share Capital _Equity Canryin
Office i forez n (inforeign Typeof fortheyear Percentage of 9

3 5 4 . amount
currency) currency) ownership (inforeign  ownership (in Euro/000)

currency)
Subsidiaries
- Cellular Spain S.L.U. ES 3 956 Diretto 180,66 100% 1.103
- Cellular Inmobiliaria Italiana S.L.U. ES 3 86 Diretto 518 100% 3
- Cellular Immobiliare Helvetica S.A. CH 100 268 Diretto 14 100% 71
- Pegaso S.r.l. IT 70 1.269 Diretto (10) 100% 3.665
- Systema S.r.l. IT 100 2.167 Indiretto (150) 100% n.a.
- Worldconnect AG CH 100 3.767 Diretto 595 80% 14.757
- Cellularline USA Inc. us 50 500 Diretto 32 100% 474
- Coverlab S.r.l. IT 69 286 Diretto 94 55% 295
- Subliros S.L. [Note 1] ES 11 46 Diretto (10) 80% 177
Associates
- Cellular Swiss S.A. (*) CH 100 460 Diretto 37 50% 33
Total associates 33

[1] The result shown for Subliros relates to the two months of 2022; it was acquired by Cellularline S.p.A. at the end of October.
(*) Figures refer to the latest available financial statements at 31 December 2021.

With regard to transactions with related parties, reference should be made to the "tran-
sactions with related parties" section of these financial statements.
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Cellular Spain S.L.U.

The Company ended 2022 with revenue
of EUR 10,456 thousand (EUR 9,787 thou-
sand in 2021). The Company increased
revenue in 2022, due to contracts signed
with leading local players and the expan-
sion of the product range. The operating
profit of the subsidiary was substantially
in line with 2021, despite being affected
by an increasing incidence of commercial
costs, related to the acquisition of new cu-
stomers. It is therefore deemed that, con-
sequently to the actions taken to expand
its potential on the local market, the diffe-
rence between the carrying amount of the
equity investment and its equity measure-
ment can be considered as a non-structu-
ral event and therefore do not indicate
impairment.

Cellular Inmobiliaria S.L.U. -

Cellular Immobiliare Helvetica S.A.

The two real estate companies continued
their ordinary operations. There are no in-
dicators of impairment.

Pegaso S.r.l. - Systema S.r.l.

The subsidiary Pegaso S.r.l. is an invest-
ment holding company that holds 100%
of the shares of Systema S.r.l. The Com-
pany Systema S.r.l. ended 2022 with reve-
nue of EUR 10,282 thousand (EUR 8,983
thousand in 2021).

Worldconnect AG

The Swiss-registered company is the mar-
ket leader in travel adapters. Wordcon-
nect, through its Skross brand, reported
sales in the year 2022 of Euro 14,550
thousand (Euro 4,624 as of December 31,
2021). The increase is mainly due to the
recovery in global air travel.

The economic result for the year was a

[CELLULARLINEGROUP]

profit of EUR 582 thousand.

Coverlab S.r.l.

The company, acquired in June 2021, is
an innovative e-commerce company in
the start-up phase and operates in the cu-
stom accessories segment. It closed 2022
with revenue of EUR 1,593 thousand (EUR
348 thousand in 2021), making for a signi-
ficantincrease.

Cellular Usa Inc.

Cellular USA was established in the first
half of 2022 and aims to market the Black
line in the American market; as a newco, it
does not yet have any significant turnover.
At 31 December 2022 it recorded profit
for the year of EUR 36 thousand.

Subliros S.L.

Subliros S.L. was acquired at the end of
October 2022, is an innovative e-commer-
ce company and operates in the custom
accessories segment. The company has
been consolidated for just 2 months.

Cellular Swiss S.A.

In 2022, the associate Cellular Swiss con-
tinued to pursue its strategy to develop
business with existing customers - which
operate mainly in the Consumer Electroni-
cs channel - and seeking new customers,
also in different channels (for example, in
the Telco, Travel Retail and Mass Merchan-
dise channels).
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6.5

Right-of-use assets

This item, amounting to EUR 3,626 thousand (EUR 1,109 thousand at 31 December
2021), refers exclusively to the recognition of right-of-use assets due to the initial ap-
plication of IFRS 16 - Leases. This item is treated as an intangible asset and depreciated
over the term of the underlying lease or rental agreement. In no case is there a con-
tractual purchase option.

(In thousands of Euro) Right-of-use assets

Opening balance 1.109
Increases 4.027
Decreases (225)
(Depreciation) (1.285)

Closing balance 3.626

The increases of the year, equal to EUR 4,027 thousand, mainly concern new contracts
for cars and commercial vehicles as well as the renegotiation and renewal of the con-
tract with the logistics operator.

6.6

Deferred tax assets and liabilities

Changes in Deferred tax assets and liabilities between 31 December 2021 and 31 De-
cember 2022 are shown below.

Deferred tax assets

(In thousands of Euro)

Opening balance 4.327
Accruals/(releases) in profit or loss 476
(Releases) in comprehensive income (15)

Closing balance 4.788

The balance at 31 December 2022, amounting to EUR 4,788 thousand, comprises
deferred tax assets originating mainly from accruals to taxed provisions, temporarily
non-deductible amortisation/depreciation and the impact of the application of IFRS,
though not for taxation purposes. The main change from the previous year, amoun-
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ting to EUR 476 thousand, is related to deferred IRES and IRAP tax assets calculated,
mainly, on partially deductible amortisation and depreciation such as those related
to the Cellularline and Interphone trademarks and on the allocation made for the al-
lowance for inventory (direct) write-down.

The 2022 Budget Law (no. 234/2021, Art. 1, paragraphs 622-624) has retroactively
modified the regime for revaluations and realignments of trademarks and goodwill
carried out on the basis of Art. 110 of Decree Law no. 104/2020, increasing the time
span of deductions from 18 to 50 years (2% per annum from 2021).

The rule also provided the following two additional alternatives:

* maintenance of the deduction over 18 years against payment of the ordinary sub-
stitute tax on the franking of extraordinary transactions (12%, 14% and 16% for re-
valuations of up to 5 million, between 5 million and 10 million and over 10 million,
respectively);

* revocation of the realignment for tax purposes, with repayment or right to offset the
substitute tax already paid, in accordance with procedures to be defined by a future
measure.

Considering that:

¢ the dilution of the benefit over 50 years shifts the cost-benefit balancing point from
the second to the seventh year, while still maintaining a significant overall tax saving;

* the outlay for the "ordinary" substitute tax, necessary to maintain deductibility over
18 years, is very costly and close in time, considerably reducing the advantage of the
operation;

* revocation of the realignment would entail cancellation of the income from the rele-
ase of the deferred tax provision, with an inevitable impact on the company's equity;

it was deemed reasonable to maintain the realignment carried out with the 50-year

deduction and to recognise deferred tax assets on temporarily non-deductible amor-

tisation and depreciation, with annual monitoring of the reasonable certainty of their

recovery.

The following aspects were taken into account in the calculation of deferred tax assets:

* the tax regulations in force and their impact on temporary differences, and any tax
benefits deriving from the use of tax losses carried forward, where such exist, consi-
dering their potential recoverability over a period of three years;

* the Company's forecast profits in the medium and long term.

On the basis of the above, the Company expects that it can recover with reasonable
certainty the deferred tax assets recognised.
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Deferred tax liabilities

(In thousands of Euro)

Opening balance 1.152
Accruals/(releases) in profit or loss 427
(Releases) in comprehensive income 94

Closing balance 1.673

Deferred tax liabilities at 31 December 2022 are primarily attributable to the deferred
taxation arising from the fair value of the warrant for EUR 294 thousand; these liabilities
relate to differences that are estimated to be reabsorbed in the medium to long term.

6.7

Financial receivables

Changes in Non-recurring financial assets between 31 December 2021 and 31 De-
cember 2022 are shown below.

(In thousands of Euro) Financial assets

Opening balance 6.103
Increases 360
(Decreases) (72)

Closing balance 6.391

The item, which came to EUR 6,391 thousand, consists of loans granted to subsidiaries.
These include loans to Worldconnect of EUR 5,078 thousand (corresponding to CHF
5,000 thousand), Cellular Immobiliare Helvetica S.A. of EUR 902 thousand (correspon-
ding to CHF 889 thousand), Cellular Inmobiliaria Italiana S.L.U. for EUR 331 thousand,
Coverlab S.r.l. for EUR 50 thousand and Subliros S.L. for EUR 30 thousand. The net
decreases mainly relate to repayments made by subsidiaries during 2022, respectively
amounting to CHF 60 thousand (EUR 58 thousand) by Cellular Immobiliare Helvetica
and EUR 14 thousand by Cellular Inmobiliaria Italiana.
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CURRENT ASSETS

6.8

Inventories

Inventories are made up as follows:

(In thousands of Euro) Balance at

31 dicembre 2022 31 dicembre 2021

Finished products and goods 32.205 22.415
Goods in transit 3.202 3.493
Advances 1.561 1.743
Gross inventories 36.968 27.651
(Allowance for inventory write-down) (1.960) (1.200)
Total Inventories 35.008 26.451

Gross inventories include finished products at the Company's warehouses, as well as
goods in transit for which the Company has already acquired ownership of EUR 3,202
thousand (EUR 3,493 thousand at 31 December 2021). Advances include prepaymen-
ts for the purchase of finished products. The increase in the value of closing invento-
ries at 31 December 2022 compared to the previous year's figure is attributable to
the need to cope with higher sales volumes occurring during the year and expected
in 2023. The carrying amount of inventories is adjusted by the allowance for inventory
write-down, which includes the write-down of goods at risk of potential obsolescence.

Changes in allowance for inventory write-down between 31 December 2021 and 31
December 2022 are shown below:

(In thousands of Euro) Allowance for inventory write-down
Opening balance (1.200)
(Accruals) (1.960)

Releases to profit or loss

Utilisations 1.200

Closing balance (1.960)
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During the year, the Company, following an analysis of slow-moving products, set asi-
de EUR 1,960 thousand for problems (typical of the sector) related to the obsolescen-
ce/slow transfer of inventories, in order to align their value to the estimated realisable
value. The use of the allowance for Euro 1,200 thousand refers to partial scrapping
during 2022.

6.9

Trade receivables

Trade receivables at 31 December 2021 and 31 December 2022 are shown in detail
below:

(In thousands of Euro)
31 December 2022 31 December 2021

Trade receivables from third parties 39.429 38.177

Trade receivables from related parties
(Note 8)

12.794 16.166

Gross trade receivables 52.223 54.343

(Loss allowance) (3.262) (3.325)

Total trade receivables 48.961 51.018

The value of gross receivables from third parties decreased by EUR 2,120 thousand
as a result of greater commitment and attention in the financial management of
credit.

Changes in the loss allowance from 31 December 2021 to 31 December 2022 are
shown below:

(In thousands of Euro) Loss allowance

Opening balance (3.325)

(Accruals) (300)

Releases to profit or loss

Utilisations 363

Closing balance (3.262)
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Impaired assets refer mainly to disputed amounts or customers subject to bankruptcy
proceedings. The utilisations reflect amounts that, based on certain, precise
information or pending bankruptcy procedures were impaired in full. Credit risk is
the exposure to potential losses arising from non-performance of the obligations
taken on by the counterparty. The Company has credit control processes in place that
include customer reliability analyses and credit exposure controls based on reports
with a breakdown of due dates and average collection times. The change in the loss
allowance, following the accrual of the year, is the result of an analytical assessment
of non-performing assets and assets that have been proven to be of uncertain
recoverability as well as a general assessment based on the asset's historical credit
loss.

The carrying amounts of trade receivables are deemed to approximate their fair
value.

6.10

Current tax assets

The breakdown of Current tax assets at 31 December 2021 and 31 December 2022 is
shown below:

(In thousands of Euro)

31 December 2022 31 December 2021

Amounts due from tax authorities for current

939 1.209
taxes

Total current tax assets 939 1.209

Amounts due from tax authorities for current taxes mainly include: (i) the tax credit for
greater advances paid compared to the amount due for the year 2022, amounting to
EUR 404 thousand, (ii) the credit for taxes for which reimbursement has been reque-
sted, amounting to EUR 115 thousand and (iii) the credit for research, development,
innovation and design amounting to EUR 353 thousand.
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6.11

Other assets

The breakdown of other current assets as at 31 December 2021 and 31 December
2022 is shown below:

(In thousands of Euro)

31 December 2022 31 December 2021

Prepaid expenses 2.489 2.874
VAT credit 24 685
Others 68 22
Total Other assets 2.581 3.581

This item mainly includes prepaid expenses referring to the advance payment of
contributions to customers following the agreement of trade contracts that will produce
economic benefits in future periods and the amount due from the tax authority for
period VAT.

6.12

Cash and cash equivalents

The breakdown of cash and cash equivalents at 31 December 2021 and 31 December
2022 is shown below:

(In thousands of Euro)

31 December 2022 31 December 2021

Bank accounts 4.813 3.821
Cash on hand 5 6
Total Cash and cash equivalents 4.818 3.827

Cash and cash equivalents amount to EUR 4,818 thousand at 31 December 2022 (EUR
3,827 thousand at 31 December 2021). The item consists of cash on hand, securities
and demand deposits or short-term deposits with banks that are currently available
and readily usable.

For further details regarding the dynamics that influenced cash and cash equivalents,
reference should be made to the Statement of Cash Flows.
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EQUITY AND LIABILITIES

6.13

Equity

Equity was EUR 127,531 thousand (EUR 204,125 thousand at 31 December 2021), ha-
ving decreased mainly as a result of the loss for the year. During the year, there were
no assets allocated for specific deals.

Below is an analysis of equity items in relation to their origin, possibility of utilisation
and distribution (in thousands of Euro):

Summary of uses

CARRYING Possibility Available inthe year and the previous three years

EQUITY AMOUNT AT of use ortion .
31.12.2022 ofreserves(*) of reserves Coverage D'j?""'il:’:tl:ggld

of losses T

| Share capital 21.343

Il Share premium reserve 139.918 A B, C 139.918

IV Legal reserve 4.269 B 4.269

V  Statutory reserves

VIl Other reserves 31.498 B 579

VIII Retained earnings 15.821 A B, C 15.821 4.862 8.164

IX Loss for the year (75.893)

X Treasury shares (9.425) None

Total Equity 160.586 4.862 8.164

(*) Key / Notes:

A = for capital increase

B = to cover losses

C = for distribution to shareholders

In view of the realignment of the tax value with the statutory value of the Cellularline
and Interphone trademarks and of the customer relationship, as envisaged by Article
110, paragraphs 8 and 8-bis of Italian Decree Law no. 104/2020, converted into ltalian
Law no. 126/2020, as amended by Italian Law no. 178/2020, the Board of Directors
proposes that the Shareholders' Meeting establish a tax suspension restriction in the
amount of EUR 59,253 thousand on the share premium reserve.
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Share capital

The share capital at 31 December 2022
amounts to EUR 21,343, divided into
21,868,189 ordinary shares. There are
also 6,130,954 warrants outstanding.

Other reserves

At 31 December 2022, other reserves

amount to EUR 166,260 thousand (EUR

157,767 thousand as at 31 December

2021) and were mainly divided as fol-

lows:
The share premium reserve, which
amounts to EUR 139,918 thousand,
including EUR 59,253 in suspended
taxation following the realignment of
trademarks and customer relation-
ships.
Other reserves amounting to EUR
35,767 thousand which originated as
a result of the effects of the applica-
tion of the IFRS and the Business Com-
bination which took place in 2018;
Treasury shares of EUR 9,425 thou-
sand.

Retained earnings
Retained earnings amount to EUR
15,821 thousand (EUR 29,878 thousand
at 31 December 2021) and mainly refer
to:
retained earnings (EUR 7,527 thou-
sand);
the effects of transition to IFRS on
equity (EUR 5,047 thousand);
the effects of warrants and listing costs
(EUR 3,247 thousand).
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Loss for the year
As a result of the loss realised in 2022,
amounting to EUR 75,893,350, we pro-
pose to fully cover the loss by utilising
the following reserves:
Retained Earnings in the amount of
EUR 13,400,827
Extraordinary Reserve in the amount
of EUR 31,176,621;
Share Premium Reserve in the amount
of EUR 31,315,902.

Share-based payment arrangements

In 2022, the Company approved the se-
cond cycle of the Stock Grant Plan, whi-
ch envisages the award of rights to cer-
tain key managers to receive Company
shares free of charge. The free award of
such rights to receive shares comes un-
der the scope of the "Cellularline S.p.A.
2021-2023 Incentive Plan", submitted
for approval by the ordinary sharehol-
ders' meeting on 28 April 2021.
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The following table summarises the main conditions of the stock grant plan:

Date of assignment Numero massimo Condizioni per la maturazione Durata contrattuale delle
of cyclel di strumenti del diritto opzioni

70% Relative Total Shareholder
Return
9 giugno 2021 90.000 * Triennale
30% EBITDA Adjusted
Consolidato

Data di assegnazione Numero massimo Condizioni per la maturazione Durata contrattuale delle
del Il ciclo di strumenti del diritto opzioni

70% Relative Total Shareholder
Return
17 marzo 2022 90.000 * Triennale
30% EBITDA Adjusted
Consolidato

(*) The number of instruments reported refers to each individual tranche of awards of the three-year cycle, of which 55,000 assigned
to CEOs and key managers. At the date of this Report, two award cycles have been activated.

The plan envisages three cycles of annual awards of rights to Beneficiaries (2021, 2022
and 2023), each of which with a three-year performance period and a two-year lock-up
on the shares assigned by virtue of the rights awarded for each cycle, where conditions
are met and in accordance with the terms and conditions set forth in the plan and its
Regulation. The rights assigned to the beneficiaries will accrue, and accordingly give
entitlement to their holders to receive Company shares, according to the degree to
which measurable multi-year performance objectives, pre-determined by the Com-
pany, are achieved. These performance objectives contribute with a different percen-
tage weighting towards the accrual of the rights and attribution of the shares, all as
indicated:

(i) the Relative Total Shareholder Return (or Relative TSR) is the share performance
objective and contributes towards the incentive variable remuneration envisaged by
the plan (in the form of shares), weighing for 70%,

(i) the Consolidated Three-Year Adjusted EBITDA is the corporate performance objecti-
ve and contributes towards the incentive variable remuneration envisaged by the plan
(in the form of shares), weighing for 30%.

At 31 December 2022, in accordance with IFRS 2, the measurement regarded the
total fair value of the approved plan. The “market based” component (Relative Total
Shareholder Return) has been estimated using a stochastic simulation with the Monte
Carlo Method, which, on the basis of suitable hypotheses, made it possible to define a
significant number of alternative scenarios over the time frame considered. The "non
market based" component has been measured at the reporting date to take into ac-
count expectations regarding the number of rights that may be accrued (in the specific
case, considering the performance of EBITDA with respect to the plan targets).
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6.14

Bank loans and borrowings and loans and bor-
rowings from other financial backers (current
and non-current)

The breakdown of this item (current and non-current) at 31 December 2022 is shown
below:

(In thousands of Euro)

31 December 2022 31 December 2021
Current ban.k Ioar'ws and loans and borrowings 23.697 10.088
from other financial backers
Non-current bank loans and loans and 14821 24714

borrowings from other financial backers

Total bank loans and borrowings and

loans and borrowings from other financial

backers
Other current financial liabilities 1.160 1.667
Other non-current financial liabilities 2.796 713

Total other financial liabilities

Total financial liabilities

At 31 December 2022, bank loans and borrowings and loans and borrowings from
other financial backers, of EUR 38,518 thousand (net of amortised cost) refer to the
bank loan agreed on 26 October 2020, in the refinancing transaction by Cellularline
with Banco BPM S.p.A,, as agent bank and lending bank, and Intesa Sanpaolo S.p.A.
as lending bank. The total maximum principal amount of the loan is EUR 50 million,
with repayment in six-monthly instalments of EUR 5,000 thousand each, with final re-
payment on 20 June 2025. The loan is subject to a financial covenant (leverage ratio)
which was complied with extensively at the reporting date. Interest on the loan accrues
at a variable rate, calculated considering the Euribor plus a contractually agreed spre-
ad (currently equal to the floor of 2.05%).

The following are highlights of the financial debt outstanding at 31 December 2022:

(In thousands of Euro) Inception Maturity g:..g';‘na: 31 December 2022

Outétgg%:ling ;gﬁ%‘; non-current portion
Banco BPM S.p.A. 26/10/2020 20/06/2025  25.000 12.500 5.000 7.500
Intesa Sanpaolo S.p.A. 26/10/2020 20/06/2025  25.000 12.500 5.000 7.500

Bank loans and borrowings and

loans and borrowings from other 10.000
financial backers
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Loans are measured at amortised cost in accordance with IFRS 9 and therefore their
carrying amount of EUR 38,518 thousand at 31 December 2022 (EUR 34,803 thousand
at 31 December 2021), is reduced by transaction costs. For details regarding the item
Other financial liabilities (current and non-current), please refer to Note 6.21.

Details of Financial liabilities by maturity are provided below:

(In thousands of Euro) Balance at
31 December 2022 31 December 2021
Within 1 year 24.857 11.796
From 1 to 5 years 17.617 25.343
Over 5 years 0 44

Total
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Below is a reconciliation of the net financial indebtedness at 31 December 2022, of
EUR 37,622 thousand, and at 31 December 2021, of EUR 33,319 thousand, according
to the scheme envisaged by ESMA Guidance 32-382-1138 dated 4 March 2021 and
indicated in the Consob Note 5/21 dated 29 April 2021:

Changes
(In thousands of Euro) 3 Dzeé:glznber 3 Dze‘;:g‘llnber a %
(A) Cash 4.818 3.827 991 25,9%
(B) Other cash and cash equivalents
(C) Other current financial assets 34 37 (3) -8,1%

(D) Cash and cash equivalents (A)+(B)+(C) 4.852

(E) Current financial indebtedness 1.160 1.667 (507) -30,4%

(F) Current portion of non-current indebted-
ness

23.697 10.088 13.609 >100%

(G) Current financial indebtedness (E) + (F)

- of which guaranteed

- of which not guaranteed 24.857 11.755 13.102 >100%

(H) Net current financial indebtedness (G)

- (D)

(I) Non-current financial indebtedness 17.617 25.428 (7.811) -30,7%

(J) Debt instruments

(K) Trade payables and other current liabilities

(L) Non-current financial indebtedness

(7.811)

()+(J)+(K)

- of which guaranteed

- of which not guaranteed 17.617 25.428 (7.811) -30,7%

(M) NET FINANCIAL INDEBTEDNESS (H) +

(L)
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6.15

Employee benefits

At 31 December 2022, this item, amounting to EUR 209 thousand (EUR 323 thousand

at 31 December 2021), derives from the actuarial valuation of the Company's post-em-

ployment benefits (TFR); these valuations were carried out using the "Project Unit Cre-

dit" method as provided for by IAS 19.

The actuarial model is based on:

¢ discount rate of 3.77%, which was derived from the lboxx Corporate AA index with
a duration of 10+;

* annual inflation rate of 2.30%;

* annual rate of increase in the post-employment benefits of 3.23%, which is equal to
75% of inflation plus 1.5 percentage points.

In addition, sensitivity analyses were carried out for each actuarial assumption, consi-

dering the effects that would have occurred as a result of reasonably possible changes

in the actuarial assumptions at the reporting date; the results of these analyses do not

give rise to significant effects.

6.16

Buy-Back Plan

The Shareholders' Meeting of 27 April 2022 resolved to authorise the Board of Direc-
tors to purchase and dispose of treasury shares; this authorisation will have a term of
eighteen months, for the reasons of liquidity support, preservation for subsequent use,
use in service of future compensation and incentive plans and any future programs of
free assignment of shares to shareholders. The purchase may take place up to a maxi-
mum number of ordinary shares that does not exceed 7.0% of the share capital in total.
As regards this plan, in 2022, the Company purchased 33,876 shares, for an amount
of approximately Euro 103.5 thousand. It is recalled that at 31 December 2022, the
Company holds 1,038,174 treasury shares, equal to 4.75% of the share capital with
voting rights.
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6.17

Provisions for risks and charges

Changes in the Provisions for risks and charges, broken down for the period between
31 December 2021 and 31 December 2022 are shown below:

(In thousands of Euro) Agents' severance indemnity provision (FISC)

Opening balance 1.495

- of which current portion -

- of which non-current portion 1.495
Accruals 152
Utilisations/Releases (398)

Closing balance 1.249

- of which current portion -

- of which non-current portion 1.249

The Agents' severance indemnity provision (FISC) refers to the measurement of the
agents' severance indemnity of the company for the amount to be paid to the agents
for the termination of the agency relationship through no fault of the agent. The actua-
rial valuation, consistent with IAS 37, was carried out by quantifying future payments
through the projection of the indemnity accrued at the reporting date by the agents
operating until the presumed (random) termination of the contractual relationship. For
actuarial valuations, demographic and economic-financial assumptions were adop-
ted; specifically, the discount rate was set with reference to the IBoxx Eurozone AA
index in relation to the duration of the collective at 3.77%.

6.18

Trade payables

The breakdown of Trade payables at 31 December 2022 and 31 December 2021 is
shown below:

(In thousands of Euro) Balance at

31 December 2022 31 December 2021

Trade payables to third parties 18.627 17.783
Trade payables from related parties (Note 8) 254 182
Total trade payables 18.881 17.965
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At 31 December 2022, trade payables increased compared to 31 December 2021,
due to different procurement timing. These payables relate to commercial transactions
with normal payment terms, all due within one year.

6.19

Current tax liabilities

The item comes to EUR 612 thousand (EUR 1,231 thousand at 31 December 2021) and
mainly includes the residual amount due for substitute tax on the realignment of statu-
tory and tax values of the Cellularline and Interphone trademarks and the customer re-
lationship for EUR 611 thousand. The third instalment of the debt is due by June 2023.

6.20

Other liabilities

The breakdown of Other liabilities at 31 December 2022 and 31 December 2021 is
shown below:

(In thousands of Euro) Balance at

31 December 2022 31 December 2021

Due to employees 1.702 1.695
Social security liabilities 816 857
Tax liabilities 1.343 661
Other payables 180 159
Total Other liabilities 4.040 3.372

At 31 December 2022, other liabilities amount to EUR 4,040 thousand (EUR 3,372

thousand at 31 December 2021) and are mainly divided as follows:

* EUR 1,702 thousand due to employees for wages to be settled and bonuses;

* EUR 816 thousand due to social security institutions for contributions to be settled;

* EUR 1,343 thousand for withholding taxes on employees' salaries, self-employed
workers' fees, agents' fees and VAT.
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Notes to the income

Other financial liabilities

(current and non-current) statement

The breakdown of Other financial liabilities at 31 December 2022 and 31 December The notes to the income statement for 2022 and 2021 are provided below.
2021 is shown below:

(In thousands of Euro) Balance at

31 December 2022 31 December 2021 7.1
Other current financial liabilities 1.160 1.667 Revenue from Sa Ies
Other non-current financial liabilities 2.796 713

In 2022, revenue from sales amounts to EUR 113,022 thousand (EUR 97,947 thousand
Total other financial liabilities in 2021 )

The Company's activities develop through one operating segment, which can be divi-

Other financial liabilities at 31 December 2022 amounted to EUR 3,956 thousand (EUR ded int? three main .product Iings: ' .
2,380 thousand at 31 December 2021) and mainly included the lease liability arising * Red line (accessories for multimedia devices);

from the application of IFRS 16 in the amount of EUR 3,668 thousand (EUR 1,153 thou- * Black line (accessories for motorcycles and bicycles);
sand at 31 December 2021). * Blue line (third party products marketed under distribution agreements).

Revenue from sales by product line

Change
(In thousands of Euro) 2022 % of revenue 2021 % of revenue Value %
Red - Italy 49.556 43,8% 46.597 47, 6% 2.959 6,4%
Red - International 39.120 34,6% 33.473 34,2 % 5.647 16,9%
Revenue from sales - Red 78,5 % 80.070 81,7% 10,7%
Black - Italy 4.060 3,6% 3.970 4,1% 90 2,3%
Black - International 3.224 2,9% 4.154 4,2% (930) -22,4%
Revenue from sales - Black 7.284 6,4% 8.124 8,3% (840) -10,3%
Blue - Italy 16.583 14,7% 7.769 7,9% 8.814 113,5%
Blue - International 0 0,00% 1.471 1,5% (1.471) -100,0%

Revenue from sales - Blue 16.583 14, 7% 9.240 9.,4% 7.343 79.5%

Other - ltaly 478 0,4% 514 0,5% (36) -7,0%

Revenue from sales - Other 478 0,4% 514 0,5% (&1)) -7,0%

Total Revenue from sales 113.022 100% 97.947 100% 15.074 15,4%
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The Red line, which represents approximately 78.5% of revenue, increased by EUR
8,606 thousand (+10.7%), with a positive contribution from both the domestic mar-
ket and the international markets. The good performance of foreign markets is the
result of the lifting of Covid-19 restrictions in some countries that marked the positive
post-pandemic market recovery.

The Black line recognised a decrease in sales of 10.3% compared to 2021. This decre-
ase was recorded in both the online and traditional channels.

Growth in the Blue line (+79.5% compared to 2021) is primarily driven by demand for
Samsung brand products distributed in Italy.

The following table shows revenue, broken down by product line and geographic area.

Revenue from sales by geographic area

Year ended Change

(In thousands of Euro) 2022 % of revenue 2021 % of revenue A %
Italy 70.676 62,5% 58.851 60,1% 11.825 20,1%
Eastern Europe 8.574 7,6% 8.132 8,3% 442 5,4%
Others (*) 8.480 7,5% 3.015 3.1% 5.465 >100%
France 5.903 52% 5.700 5,8% 203 3,6%
Northern Europe 4.799 4,2% 3.838 3,9% 961 25,0%
DACH 4.615 4,1% 7.078 7,2% -2.463 -34,8%
Middle East 3.895 3,4% 868 0,9% 3.027 >100%
Spain/Portugal 3.291 2,9% 6.519 6,7% -3.228 -49,5%
Benelux 2.788 2,5% 3.946 4,0% (1.158) -29,3%

Total Revenue from sales 113.022 100% 97.947 100,0% 15.075 15,4%

(*) 'Others' includes Great Britain

The growth of the Italian market, equal to 20.1% (EUR 11,825 thousand), is driven by
the recovery of the domestic market following the progressive normalisation of the
economic situation post-pandemic. Amongst others, the DACH, Middle Eastern and
Great British markets performed particularly well.
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7.2

Cost of sales

Il costo del venduto ammonta a Euro 72.062 migliaia (Euro 57.054 migliaia nell'eserci-
zio 2021) e comprende principalmente i costi di acquisto e lavorazione delle materie
prime Euro 68.318 migliaia, costi accessori per Euro 647 migliaia, costi del personale
per Euro 2.006 migliaia e costi di logistica per Euro 1.091 migliaia.

7.3

Sales and distribution costs

Sales and distribution costs amount to EUR 23,341 thousand (EUR 21,580 thousand
in 2021), as illustrated in the table below.

(In thousands of Euro) Year ended

31/12/2022 % of revenue 31 December 2021 % of revenue
Sales and distribution personnel 9125 8,1% 8.990 9,2%
expense
Commissions to agents 4.482 4,0% 3.897 4,0%
Transport 6.989 6,2% 6.489 6,6%
Travel costs 678 0,6% 557 0,6%
Advertising and commercial consultan- 1283 11% 1.241 13%
cy expenses
Other sales and distribution costs 784 0,7% 406 0,4%

Total sales and distribution costs 20,7% 22,0%
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7.4

General and administrative costs

General and administrative costs amount to EUR 96,566 thousand (EUR 26,653 thou-
sand in 2021), as illustrated in the table below.

(In thousands of Euro) Year ended
31/12/2022 % of revenue 31/12/2021 % of revenue

Amortisation 8.484 7.5% 8.430 8,6%
Depreciation 2.370 2,1% 1.577 1,6%
Impairment of customer relationships - 0,0% 7.174 7,3%
Impairment of goodwill 75.425 66,7% - 0,0%
Provisions for risks and impairment losses 300 0,3% 200 0,2%
Administrative personnel expense 4.337 3,8% 4.272 4,4%
Qtifninistrative, legal, personnel consultancy 2592 2.3% 2105 2.1%
Commissions and fees 108 0,1% 83 0,1%
Directors' and Statutory Auditors' fees 448 0,4% 457 0,5%
Other general administrative costs 2.498 2,2% 2.353 2,4%

Total general and administrative costs

85,4%

27,2%

General and administrative costs amount to EUR 96,566 thousand in 2022, compa-
red to EUR 26,653 thousand in 2021. General and administrative costs increased ye-
ar-on-year mainly due to the effect of the impairment of Goodwill in the amount of EUR
75,425 thousand.
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7.5

Other non-operating revenue

Other non-operating revenue for the year amount to EUR 1,826 thousand (EUR 950
thousand in 2021), as shown in the table below.

(In thousands of Euro) Year ended

31/12/2022 % of revenue 31/12/2021 % of revenue
Recoveries of SIAE fees (3) 0,0% 476 0,5%
Prior year income and (expense) 118 0,1% (229) -0,2%
(SIAE and CONAI contributions) (94) -0,1% (656) -0,7%
Other non-operating revenue 1.805 1,6% 1.359 1,4%

Total other non-operating revenue 1,6% 950 1,0%

7.6

Financial expense

Net financial expense amounts to EUR 795 thousand (EUR 1,984 thousand in 2021).

(In thousands of Euro) Year ended

% of revenue 31/12/2021 % of revenue
Fair value gains 1,1% = 0,0%
Interest income 0,1% 96 0,1%

Total Financial income

Commissions and other financial
expense from fair value

Interest expense on medium/long-term
loans

Other interest expense

Total financial expense

Total net financial expense

-0,9% (949) -1,0%
-0,8% (1.076) -1,1%
-0,1% (55) -0,1%

(2.080)

(1.984)
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Net financial expense is equal to EUR 795 thousand, while in 2021, it amounted to EUR
1,984 thousand. This difference is mainly attributable to the change in the fair value
of outstanding warrants, which in 2021 had generated a cost of EUR 573 thousand,
while in 2022 it had a positive effect on the income statement of EUR 1,226 thousand.
There were also higher charges related to premiums paid on derivative contracts for
hedging against exchange rate risk for the purchase of products denominated in US
dollars in the amount of EUR 808 thousand.

Financial expense in 2022 comes to EUR 2,164 thousand and mainly refers to:

* EUR 1,064 thousand related to bank fees and premiums for derivative contracts;

* EUR 950 thousand relative to interest to banks for the loan agreed in October 2020
for an original amount of EUR 50,000 thousand (the residual amount due at 31 De-
cember 2022 is EUR 25,000 thousand);

* EUR 150 thousand for other interest expense.

7.7

Exchange gains

(In thousands of Euro)

31/12/2022 % of revenue 31/12/2021 % of revenue
Net exchange gains on trading 2.006 1,8% 420 0,4%
ls\laecttiixncshange gains on financial tran- 282 0,2% 242 0,2%
Total exchange gains 2.288 2,0% 662 0,7%

The change in this item is mainly due to the hedges implemented on the EUR/USD
exchange rate. The item Net exchange gains on trading refers to the adjustment of
commercial items expressed in foreign currency as of the end of the year and the ef-
fect recorded among the financial components of the income statement, attributable
to commercial transactions in USD.

The item Net exchange gains on financial transactions refers to the adjustment of items
of a financial nature.
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7.8

Current and deferred taxes

The breakdown of income taxes for 2022 and 2021 is shown below:

(In thousands of Euro)

31/12/2022 31/12/2021
Current taxes of the year (310) (770)
Current taxes of previous years (4) 267
Deferred taxes 49 3.352
Total (265) 2.849

The item includes the charge for current taxes pertaining to the year, amounting to EUR
310 thousand, and for taxes relating to previous years, amounting to EUR 4 thousand.

Deferred taxes of EUR 49 thousand mainly refer to:

* income due to the recognition of deferred tax assets of the Company amounting to
EUR 476 thousand on amortisation of the Cellularline and Interphone trademarks,
and on the provision made for the allowance for inventory (direct) write-down, as
described in the section on deferred tax assets;

* expense arising from the provision for deferred taxes on the fair value of the warrant

amounting to EUR 294 thousand as detailed in the section on deferred tax liabilities;

* expenses for other minor items of a total of EUR 133 thousand.
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The main temporary differences that led to the recognition of deferred taxes are shown The following is a summarised reconciliation of current taxes and theoretical taxes (IRES,
in the table below, together with their effects (in EUR thousands): IRAP) and the reconciliation of the applicable tax rate and the effective average tax rate
(in Euro thousands):

RECONCILIATION OF TAXES PRESENTED IN THE FINANCIAL STATEMENTS AND THEORETICAL TAXES

2022
(Expense . Loss before taxes: (75.628)
Amounts taken to profit or loss Taxable Taxrate in plPofit or Taxable Taxrate Intf:g:melm ,
loss) profit or loss Temporary differences
- unpaid directors' fees 33 24,00% 8 33 24,00% 8 Temporary differences taxable in subsequent years (decreases of the year): (478)
Temporary differences deductible in subsequent years (increases of the year): 3.975
- accrual/(utilisation) of agents' severance indemnity 27,90% - - 27,90% Reversal of prior year temporary differences taxed in the year: 18
Reversal of prior year temporary differences deducted in the year: (2.129)
- direct write-down of inventories 848 24,00% (203) 1163 24,00% 279
Permanent differences
;jzc\:’\frr‘ual/(utilisation) of allowance for inventory write- 24,00% (288) 1.960 24,00% 470 Impairment of goodwill and other fixed assets 75.429
| - o " I . Non-deductible taxes (excluding IRES and IRAP of the year) 45
- losses from foreign exchange rate fluctuations to 5 o
customers and suppliers 248 24,00% (60) 2 24,00% 0 Car expenses 157
- losses from exchange rate loans to subsidiaries and 24 00% 24 00% Non-deductible amortisation and depreciation 244
. - , o - - , o -
associates vocon having income relevance to OCI 335
- gains from f(()jreign tle.xchange rate fluctuations to ) 24 00% ) 2 24 00% 0 Entertainment expenses exceeding the tax limit 70
customers and suppliers ! !
non-deductible severance indemnity quota 54
- gains from exchange rate loans to subsidiaries and
associates 290 24,00% (70) 16 24,00% 4 Other non-deductible expenses 351
IRAP deduction on personnel expense 0
- amortisation and impairment of customer list - 27,90% - - 27,90% - P P
10% IRAP deduction (5)
- amortisation of trademarks - 27,90% - 817 27,90% 228 Patent box tax benefit -
Fiscally-driven depreciation and amortisation (73)
- changes in the fair value of warrants (IAS 32) 1.226 24,00% (294) = 24,00% Nemerabie tEx ardis (427)
- valuation differences on employee severance 24 00% 0 5 24 00% 1 Other permanent deductions (80)
. .. 1 ° 1 °
indemnities (IAS 19) Aid for Economic Growth (ACE) deduction (1.933)
- actuarial differences in the agents' severance 164 27.90% (19) i 27,90% 0 IRES tax base 0

indemnity provision (IAS 37)

Gross current income taxes 0
Total deferred tax assets/liabilities recognised in
profit or loss Deductions for energy rating expense (14)
Current IRES effectively due on profit before taxes 0

Determination of IRAP tax base

Operating profit (77.091)
Costs considered for IRAP purposes 91.200
Tax wedge (13.956)
Patent box tax benefit -
Theoretic tax base 153
Current theoretical tax (3.9) 6
Directors' and freelancers' fees and related charges 405
Non-deductible amortisation of trademarks 817
Other increases in the tax base 91
Other decreases in the tax base (524)
Tax wedge (13.956)
Patent box tax benefit -
IRAP tax base 942
Current effective IRAP 37
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7.9
Statement Of Cash Flows Cash flows generated by/(used in) investing activities

The main factor that influenced cash flow trends in the years considered are summari- (In thousands of Euro)

sed below. Cash flow from investing activities 2022 2021

Acquisition of subsidiary, net of cash acquired and

other costs (1.261) (295)

Net cash flows generated by/(used in) operating activities

Purchase of property, plant and equipment and intan-
gible assets

(3.875) (4.093)

(In thousands of Euro)

Cash flows from operating activities 2022 2021 Cash flows used in investing activities (5.136) (4.388)

Loss for the year (75.893) (4.862)

Adjustments for:

- Amortisation/depreciation 86.081 17.182 Cash flows generated by/(used in) financing activities
- Net impairment losses and accruals 412 47
(In thousands of Euro)
- Accrued financial expense 689 1.984
Cash flows from financing activities 2022 2021
- Income taxes 265 (2.849)
- Other non-monetary changes 134 50 Other financial assets and liabilities (1.224) (5.232)
Changes in: 11.688 11.554
(Dividend distribution) (1.012) -
- (Increase)/Decrease in inventories
- Decrease in trade receivables (9.317) 1.429 Other changes in equity 280 -
- Increase in trade payables 2.119 2.220 Increase/(decrease) in bank loans and borrowings and
: . ; 3.715 (10.000)
loans and borrowings from other financial backers
- Increase in other assets and liabilities 916 4.021
P t of t ti ts relating to fi ial liabi-
- Payment of employee benefits and change in provisions 2.425 1.289 “;)e/r;nen ot transaction costs relating to Tinancial iabi 106 151
Cash flows generated by operating activities (74) (93) Net cash flows generated by (used in) financing 15081)
Interest paid 7.757 20.420 ACHVItIES
Income taxes paid (2.164) (925)
Cash flows generated by operating activities (1.331) (2.334)

Cash flows generated by operating activities
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Transactions with related
parties

The Company has carried out, and continues to carry out, various types of transactions
with related parties, most of which are of a commercial nature. These parties are iden-
tified as required by IAS 24. Transactions with related parties are neither atypical nor
unusual and are part of the ordinary course of business of the Group's companies.
These transactions mainly concern (i) the supply of products and accessories for mo-
bile telephony, (ii) the provision of services that are functional to the performance of
the business and (iii) the provision of loans to the above-mentioned related parties.
Transactions with related parties, as defined by IAS 24 and governed by article 4 of
Consob Regulation no. 17221 of 12 March 2010 (and subsequent amendments), im-
plemented by the Company at 31 December 2022 concern mainly commercial tran-
sactions relating to the supply of goods and the provision of services. The following is
a list of the related parties with which transactions took place in 2022, indicating the
type of relationship:

Related parties Type and main relationship

Associate of Cellularline S.p.A. with a 50% investment (consolidated using the
Cellular Swiss S.A. equity method); the remaining shareholders are: Maria Luisa Urso (25%) and
Antonio Miscioscia (25%)

Cellular Spain S.L.U. 100% holding in the company

Pegaso S.r.l./Systema S.r.l. ?gg&v;vggsetcé;uabsidiary (consolidated on a line-by-line basis) that controls

Cellular Inmobiliaria Italiana S.L.U. 100% holding in the company

Cellular Immobiliare Helvetica S.A.

Worldconnect AG

Coverlab S.r.l.

Cellular USA Inc.

Subliros S.L.

Christian Aleotti

100% holding in the company

A 80% owned company (consolidated on a line-by-line basis); the remaining
shareholders are Samuel Gerber (15%) and CAE Invest AG (5%).

A 55% owned company. The remaining shareholders are Andrea Fabbri (38%)
and Marco Diotallevi (7%).

100% holding in the company

A 80% owned company; the remaining shareholders are Oscar Luque (6%)
and Pol Ros (14%)

Shareholder of Cellularline S.p.A.
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The table below shows the balances of transactions with related parties carried out by
Cellularline and recognised in the statement of financial position at 31 December 2022:

(In thousands of Euro) Crté::reeir‘lltatbrlaedse N'g:-a‘:lcriraelnt (Trade payables) O('i?aek:“ai:iseest)s/
assets
Cellular Swiss S.A. 3.707 - (0) -
Cellular Spain S.L.U. 7.920 - - (0)
Systema S.r.l. 1.114 - (221) (38)
Wordconnect AG 43 5.078 (31) -
Cellular Inmobiliaria Italiana S.L.U. - 331 - -
Cellular Immobiliare Helvetica S.A. - 902 - -
Coverlab 0 50 (2) -
Cellular USA Inc. 10 - - -
Subliros S.L. 0 30 - -
Total 12.794 6.391 (254) (39)
Impact on the financial statements item 26,1% 100,0% -1,3% -0,6%
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It should be noted that trade receivables are presented net of the related trade payables.

The table below shows the income statement balances of Cellularline's transactions with
related parties until 31 December 2022:

(Sales and (General and Other non-

(In thousands of Euro) Revesr:;:sfrom (Cost of sales) diStclits,tL;t)ion admlr(\’issttsr)ative (cog&?;ar:ir;% e I?E:\::S:I
Cellular Swiss S.A. 5.120 - - (2)

Cellular Spain S.L.U. 6.899 - - - 1

Systema S.r.l. 4.272 (1.151) 47 - (11)

Worldconnect A.G. 19 (103) (1) - - 101
Coverlab S.r.l. 1 (3) (1) - (1) 1
Cellular USA Inc. 10

Subliros S.L. - - - - - 0
Christian Aleotti - - - (10)

16.322 (1.257)

Impact on the finan-

. . 14,4% 1,7% -0,2% 0,0% -0,6% 7,5%
cial statements item

The main related parties with which Cellularline carried out transactions in the year en-
ded 31 December 2022 are as follows:

* Cellular Swiss S.A.: commercial relationship relating to the transfer of goods for sale by
Cellularline to Cellular Swiss S.A., with the latter recharging a portion of the contribu-
tions of a commercial nature incurred for the acquisition of new customers and/or the
development of existing customers;

¢ Cellular Spain SLU: commercial relationship relating to the transfer of goods for sale
by Cellularline to Cellular Spain S.L.U., with the latter recharging a portion of the con-
tributions of a commercial nature incurred for the acquisition of new customers and/
or the development of existing customers;

* Systema S.r.l.: commercial relationship relating to the transfer of goods for sale by
Cellularline to Systema S.r.l.;

* Worldconnect A.G.: commercial relationship relating to the transfer of goods for sale
by Cellularline to Worldconnect A.G;

e Coverlab S.r.l.: commercial relationship relating to the transfer of goods for sale by
Cellularline to Coverlab S.r.l.;

¢ Cellular USA inc.: relationship in the nature of provision of services by Cellularline to
Cellular USA inc;

* Subliros S.L.: commercial relationship relating to the transfer of goods for sale by Cel-
lularline to Subliros S.L.;

¢ Christian Aleotti: two leases to which Cellularline is a party, as lessee, entered into on
1 September 2017 and 16 October 2017.
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90ther information

Highlights of the financial statements of the company that manages and coordi-
nates Cellularline
The company is not managed and coordinated by another company.

Contingent liabilities

On the basis of the information available to date, the Company's Directors believe
that, at the date of approval of these financial statements, the accrued provisions are
sufficient to ensure the correct presentation of financial information.

Risks
The Company is exposed to the various risks already illustrated in Paragraph 13 of the
Directors' Report.

Guarantees granted in favour of third parties
There are no guarantees in favour of third parties.

Number of employees
The average number of employees for the year, broken down by category, was as fol-
lows:

AVERAGE NUMBER OF EMPLOYEES

HEADCOUNT Average Average

2022 2021
Managers 14 14
Junior managers 40 38
Clerical staff 136 128
Blue collar workers 1 2
Apprentices 11 10
TOTAL 202 192

Remuneration of Chief Executive Officers and Key Managers
The following table shows the fees:

Category 2022 2021

(In thousands of Euro)

Chief Executive Officers 1.000 1.069
Other key managers 184 152
Total remuneration 1.184 1.221

The remuneration of the Chief Executive Officers includes both the emolument for this
office and the remuneration as executives.
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Directors' and Statutory Auditors' fees
The Directors' fees for 2022 amounts to approximately EUR 336 thousand.
The Board of Auditors' fees for 2022 amounts to approximately EUR 77 thousand.

Independent Auditors' fees

By resolution of the Shareholders' Meeting of 16 April 2019, the Company appointed
KPMG S.p.A. as independent auditor until the approval of the 2027 financial statemen-
ts. Fees for the statutory audit of the separate and consolidated financial statements
(annual and half-yearly) amount to a total of EUR 131 thousand, in addition to EUR 37
thousand for other appointments for the issue of a certificate and EUR 3 thousand for
other accounting services as shown in the following table:

(In thousands of Euro)

Type of services 2022 2021
A) Audit services 131 113
B) Attestation services 37 13
C) Other services 3 3

Total
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Key events after the
reporting date

Closing Peter Jackel

on 11 January 2023, Cellularline S.p.A. signed the closing of the acquisition of 60% of the
share capital of Peter Jackel Kommunikationssysteme GmbH, a major German player in
the smartphone accessories sector. The company will be consolidated by Cellularline star-
ting 1 January 2023. Peter Jackel GmbH, based in Alfeld, a German town in Lower Saxony,
has been successfully operating on the German market for more than 25 years with lea-
ding consumer electronics players. By joining the Cellularline Group, Peter Jackel GmbH
will benefit from the expansion of its product and service offering, as well as from opera-
tional and financial synergies, resulting in development opportunities for both companies.
The transaction will allow the Cellularline Group to operate in a more structured manner in
Germany, significantly strengthening its presence in the German market, which is Europe's
most important market for smartphone accessories, while also accelerating its long-term
growth strategy in international markets as envisaged in the 2022 - 2025 business plan.

In 2021, Peter Jackel GmbH recorded turnover of Euro 9.4 million with net profit of Euro
1.42 million. The Net Financial Position of Peter Jackel GmbH at closing is estimated to be
positive for approximately Euro 0.6 million.

The preliminary consideration for the acquisition of 60% of the share capital of Peter Jackel
GmbH amounted to EUR 3.05 million and was paid at the closing; a price adjustment, if
any, will be paid during the first half of 2023, following the approval of Peter Jackel Gm-
bH's 2022 financial statements. This possible adjustment will be determined on the basis
of an adjustment mechanism that takes into account the final year-end Net Financial Posi-
tion and Net Working Capital. This price will be financed through the use of a credit facility
exclusively intended for M&A transactions, which has already been signed with Banco BPM
S.p.A. and Intesa Sanpaolo S.p.A.. The entrepreneurs-founders of Peter Jackel GmbH will
maintain their role in the company, working alongside Cellularline's management team to
achieve ambitious growth goals on the German market.

To this end, Cellularline has agreed on an incentive mechanism through incremental va-
luations over the three-year period 2023-2025, in which the parties will have the right to
exercise put & call options over the minority interest, totalling 40%, divided into two tran-
ches. The amount to be paid for each tranche will be calculated taking into account certain
economic and financial parameters recorded by Peter Jackel GmbH over 2024 and 2025.
The exercise of the aforementioned options could therefore allow Cellularline to increase
its stake to 100% by 2025.
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Three-year agreement MediaMarktSaturn Germany

on 28 February 2023, Cellularline S.p.A. announced that it has signed a commercial
agreement with MediaMarktSaturn Germany - the leading retail distributor of consu-
mer electronics products in Germany, strategically focused on the shopping expe-
rience, with related services and selection of accessories. The agreement expands the
distribution of Cellularline's range of products dedicated to charging and protecting
smartphones in MediaMarktSaturn Germany's approximately 400 shops . The wide-
spread presence of the stores in Germany will allow the Cellularline Group to reach a
large pool of potential new users throughout the country. Thanks to this new agree-
ment, Cellularline completes its presence in the major countries in which MediaMarkt-
Saturn Retail Group, already the company's historical sales partner in Italy, Spain, Por-
tugal, Switzerland, Benelux, Turkey, and others, operates. The agreement is effective
from February 2023 and will last until at least December 2025. The Cellularline Group
is continuing to pursue its globalisation strategy, and the agreement with MediaMar-
ktSaturn Germany will help to strengthen Cellularline's position in Germany, which
has always been considered crucial for the company as Europe's largest market for
smartphone accessories.

New CFO and IR ad Interim

on 9 January 2023, the Board of Directors appointed Marco Cagnetta, Co-CEO of the
Cellularline Group, as Interim Investor Relator of the Company effective as of the same
date. On 12 December 2022, the Company announced the appointment of Mauro
Borgogno as the new Group Chief Financial Officer and Manager responsible for pre-
paring the financial information, pursuant to Article 154-bis of the Consolidated Fi-
nance Law, to replace Davide Danieli, Chief Corporate and Financial Officer, Investor
Relator and Manager responsible for preparing the financial information, who had
tendered his resignation for personal reasons, effective as of 8 January 2023. Davide
Danieli retained his position as Director on the Company's Board of Directors.

Reggio Emilia, 15 March 2023

The Chairman of the Board of Directors
Antonio Luigi Tazartes

CORPORATE PRESENTATION AND ANNUAL FINANCIAL REPORT

ANNUAL FINANCIAL REPORT | 2.4 NOTES TO THE SEPARATE FINANCIAL STATEMENTS AS AT AND FOR THE YEAR ENDED 31 DECEMBER 2022

252

[CELLULARLINEGROUP]

Approval

Shareholders,
we invite you to approve the draft financial statements of your Company as at and
for the year ended 31 December 2022 and we propose to fully cover the loss of EUR
75,893,350, through the use of the following:

Retained Earnings in the amount of EUR 13,400,827,

Extraordinary Reserve in the amount of EUR 31,176,621;

Share Premium Reserve in the amount of EUR 31,315,902.

Lastly, we propose that you approve the distribution, as an extraordinary dividend, of
a maximum total of 743,499 ordinary treasury shares at the ratio of 1 ordinary treasury
share for every 28 ordinary shares (rounded down to the nearest unit) held by each
shareholder. These shares are fully withdrawable from the treasury shares in the Com-
pany's portfolio, with a consequent reduction of the relevant Reserve.

Reggio Emilia, 15 March 2023

The Chairman of the Board of Directors
Antonio Luigi Tazartes
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Attestation of the financial
statements as at and for the
year ended 31 december
2022

pursuant to art. 81-ter of consob regulation
no. 11971 of 14 may 1999, as amended and
supplemented

1. We, the undersigned Christian Aleotti and Marco Cagnetta, in their capacity as
Chief Executive Officers, and Davide Danieli, in his capacity as Manager responsible
for preparing the financial information of the Company Cellularline, attest, also con-
sidering the provisions of Article 154-bis, paragraphs 3 and 4, of Legislative Decree
58 of 24 February 1998:

* that the financial statements are consistent with the characteristics of the business;

* that the administrative and accounting procedures for the preparation of the fi-
nancial statements as at and for the year ended 31 December 2022 have been
effectively applied.

2. In this regard, we note that no significant issues emerged.
3. We also attest that:

3.1. The Financial Statements as at and for the year ended 31 December 2022 of Cel-

lularline S.p.A.:

* have been prepared in accordance with the applicable International Financial Re-
porting Standards endorsed by the European Union pursuant to Regulation (EC)
No 1606/2002 of the European Parliament and of the Council of 19 July 2002;

* correspond with the entries in the ledgers and the accounting records;

* give a true and fair view of the performance and financial position of the issuer.

3.2.The directors' report includes a reliable analysis of the performance and results of
operations as well as of the issuer's position, together with a description of the main
risks and uncertainties to which it is exposed.

Reggio Emilia, 15 March 2023

Christian Aleotti Marco Cagnetta
Chief Executive Officer Chief Executive Officer

Mauro Borgogno
Manager responsible for preparing
the financial information
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