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INCOME STATEMENT AS AT 30.06.18

. Changes
0, * % 0,
(amounts in Euro thousands) 30.06.18 % 30.06.17 % 30.06.17 - 30.06.18
REVENUES FROM SALES 256,531 100.00% 116,608 100.00% 139,923

Purchases of goods and materials

(net of changes in inventories) - 0.00% - 0.00% -
Services and Use of third-party goods and services -487,095  -189.88% -182,684 -156.67% -304,411
Personnel costs -174,078 -67.86% -131,588  -112.85% -42,490 -32.290%
Amortisation, depreciation and impairment of assets -6,104 -2.38% -6,208 -5.32% 104 1.68%
Provisions for risks - 0.00% - 0.00% -
Other income and expenses -177,060 -69.02% 2,430 2.08% -179,490
Internal construction - 0.00% - 0.00% -
OPERATING COSTS -844,337 -329.14% -318,050  -272.75% -526,287
OPERATING PROFIT/(LOSS) (EBIT) -587,806 -229.14% -201,442 -172.75% -386,364
Income from equity investments 4,171,607  1626.16% 11,329,758  9716.11% -7,158,151 -63.18%
Other financial income 4,447,217 1733.60% 2,980,396 2555.91% 1,466,821 49.22%
Financial costs and expenses -4,623,477 -1802.31% -2,502,826  -2223.54% -2,030,651 -78.32%
Net gains/(losses) on foreign exchange -2,016 -0.79% -1,124 -0.96% -892 -79.36%
Value adjustments of fin. assets -261,474 -101.93% -720,023  -617.47% 458,549 63.69%
GAINS/(LOSSES) ON FINANCIAL ASSETS 3,731,857 1454.74% 10,996,181 9430.04% -7,264,324 -66.06%

PROFIT/(LOSS) BEFORE

TAXES 3,144,051 1225.60% 10,794,739 9257.29% -7,650,688  -70.87%
589,023

Current and deferred income taxes 314,095 122.44% -274,928  -235.77%

NET PROFIT/(LOSS) 3,458,146 1348.04% 10,519,811  9021.52% 7,061,665 -67.13%

EBITDA * -581,702 -226.76% -195,234 -167.43% -386,468

* for the breakdown, please refer to the "Summary of the first half' section, which describes the alternative
performance indicators

** Unaudited amounts
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STATEMENT OF FINANCIAL POSITION AS AT 30.06.18

(amounts in Euro thousands) 30.06.18 31.12.17 31.12.16

Property, plant and equipment

Intangible fixed assets 6,380 12,484 25,002
Real estate investments - - -
Equity investments in associated companies 45,318,185 45,579,659 39,685,031
Financial assets 85,847,670 53,832,853 76,662,853
Deferred tax assets - - -
Trade receivables and other receivables 30,101 30,142 30,143
NON-CURRENT ASSETS 131,202,336 99,455,138 116,403,029
Closing inventory - - -
Trade receivables and other receivables 171,818 94,991 262,276
Financial assets 74,166,076 34,319,395 30,609,935
Cash and cash equivalents 2,724,773 23,005,976 14,319,195
CURRENT ASSETS 77,062,667 57,420,362 45,191,406
TOTAL ASSETS 208,265,003 156,875,500 161,594,435
Share Capital 13,500,000 13,500,000 39,318,000
Other reserves 2,120,822 2,201,275 2,201,275
Profits/Losses brought forward 1,205,184 -8,262,719 -26,455,733
Profit/loss for the year 3,458,146 10,578,773 -6,424,986
SHAREHOLDERS' EQUITY 20,284,152 18,017,329 8,638,556
Financial liabilities 175,847,219 101,529,148 117,974,318

Trade payables and other payables

Deferred tax liabilities 119,709 78,984

Provision for severance indemnity and retirement benefits

Provisions for risks and liabilities

NON-CURRENT LIABILITIES 175,847,219 101,648,857 118,053,302
Financial liabilities 11,064,433 36,477,276 33,882,549
Trade payables and other payables 817,874 603,848 374,595
Current taxes payables 251,325 128,190 645,433
Provisions for risks and liabilities

CURRENT LIABILITIES 12,133,632 37,209,314 34,902,577

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 208,265,003 156,875,500 161,594,435
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THE CARRARO GROUP

Carraro International belongs to the Carraro Group, an international group, leader in transmission systems for off-
highway vehicles and specialised tractors, with Headquarters in Italy in Campodarsego (Padua). Carraro International
is under the direct control of the parent company Carraro S.p.A.
Carraro's activities are currently divided into two Business Areas:
- Drive systems and components
Through the subsidiaries Carraro Drive Tech and SIAP, the Group designs, manufactures and sells
transmission systems (axles and transmissions) mainly for agricultural and construction equipment, and also
markets a wide range of components and gears for very diverse sectors, from the automotive industry to
material handling, agricultural applications and construction equipment.
- Tractors
Through Divisione Agritalia, the Group designs and manufactures specialised tractors (for vineyards and
orchards from 60 to 100 hp) for third-party brands, namely John Deere, Massey Ferguson and Claas, as well
as a Carraro-brand range; Agritalia also provides engineering services for the design of innovative tractor

ranges.

Carraro Group reference markets

Agriculture

The first part of 2018 confirmed the positive trend at the end of 2017 in some geographical areas of the world, in
particular in Europe, North America and India. In contrast, Turkey which closed with a considerable drop in demand
due to a very dry winter season and the increase in vehicle prices due to the devaluation of the local currency, China
due to the policy of progressive reduction of state subsidies, combined with the higher cost of new tractors and the

South American market which recorded an important slowdown in demand.
Construction equipment

The first half of the current year confirmed the expansive phase in the Construction Equipment segment in all areas of
the world and in particular in the Backhoe loader segment where the Group operates as a leader. Also exceptions for
this sector are Turkey, which in this first part of the year recorded a decline in demand due to the slowdown in the
economy and the depreciation of the Turkish lira and South America, where the construction sector continued to

stagnate, with the consequent minimisation of demand for new machinery.

Research and Innovation: the Group's key success factor

Consistent with the 2017-2021 Business Plan, presented to the market in September 2017, the Carraro group maintains
its focus on R&D activities with particular reference to the development of innovative transmissions and specialised

tractors for markets with the highest development potential.

Summary of the half year for the Group

The half year for the Group closed with sales volumes beyond expectations in terms of turnover. The reference markets
confirmed the prospects for growth in volumes, particularly with regard to Construction Equipment, and were driven
by the brilliant result of the Asian area. In this first part of 2018, as in the last few years, technological development
was the subject of strong attention by the Carraro management, which decided to accelerate R&D programs compared

to that originally contained in the Plan, partly to the detriment of the better results deriving from higher volumes.

The half year was also partially influenced by certain economic factors: first of all, the Group had to face some

difficulties in recovering downstream the generalised increase in the price of raw materials (steel and cast iron). In
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addition, the Group had to deal with a failure to adapt the supply chain to the increase in sales, an event that occurred
indistinctly in the various geographical areas of the world. In particular, the scarcity of materials and the difficulty in

procuring them, with the timing instrumental to the generation of turnover, led to general inefficiencies.

Thanks to the well-consolidated fixed cost structure, these circumstances influenced the Group's variable margins, and
the inefficiencies, of a temporary nature, will gradually and for the most part be reabsorbed in the second half of the

year.

Expected 2018 business outlook for the Group

For the second part of the year, expectations on volumes and turnover remain positive based on the visibility of today's
portfolio. Significant improvement actions are in progress for the recovery of inefficiencies related to the supply chain

and for the recovery of higher raw material costs in sales prices.

CARRARO INTERNATIONAL SE

CORPORATE STRUCTURE AS AT 30 JUNE 2018
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Summary of the first half

Foreword
The following alternative performance indicators will be used:

- EBITDA: the sum of operating profit/(loss) of the income statement, amortisation, depreciation and
impairment of fixed assets

- EBIT: earnings before taxes and financial income and expenses, with no adjustments;

- Net Working Capital of operations: difference between Trade Receivables, Net Inventories and Trade
Payables in the balance sheet;

- Net financial position of operations: ESMA Net Financial Debt determined in accordance with the
provisions of paragraph 127 of the recommendations contained in the ESMA document no. 319 of 2013,
implementing Regulation (EC) 809/2004, deducted, where applicable, non-current receivables and

financial assets.

Carraro International SE carries out financial and treasury activities for the benefit of subsidiaries, associated
companies and the parent company in accordance with the approved policies and according to the Group's strategic
needs.

The first half of 2018 was marked by transactions of considerable importance that saw the Company strongly
committed to reorganising the debt structure and its duration over time to support the new strategic plan and in line
with the financial needs and capital ratios contained therein.

The Carraro Group has redesigned the financial collection structure in its entirety, a collection that previously focused
solely on exposure to the banking system.

In this context, Carraro International took charge of all the funding instrumental for the activities of the companies
operating on the European market through the a senior unsecured bond issue of 180 million Euros, maturing in 2025,
at a fixed rate of 3.5%, listed on the Luxembourg Stock Exchange and on the Italian MOT. The bond was placed very
quickly, mainly with institutional investors. Moreover, in February 2018, the Company signed an agreement with
Banco BPM for a credit line of 100 million, consisting of an LTA (long term) cash credit line of 20 million expiring on
31 December 2023 and one "revolving" credit line of 80 million Euros expiring on 30 June 2023, with possibility for
the Bank to re-allocate the line to a limited group of relationship banks. To date, Banca Monte Paschi and Banca Intesa
have taken part in the agreement for 25 million Euros each. Finally, in March 2018, a further "revolving credit facility"
agreement was signed with ING for 20 million Euros, maturing in June 2023.

Thanks to this, in February the Carraro Group terminated the banking agreement signed on 24 December 2015, fully
reimbursing the individual debts of all the companies taking part.

The structure described is dedicated to financing the Group's European companies, while the Asian and South
American companies supply the local market through the strategic coordination received from Carraro International.
The collection profile, after these important operations, has been completely redefined, more flexible and with an

extended maturity over time.

The data is summarised in the following table:
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CREDIT LINES AGREED
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The credit lines granted, which as of December 2017 amounted to 168 million Euros towards the banking system, of
which 119 million Euros long-term, as of June 2018 amounted to 299 million Euros, of which 180 million Euros in
bonds. The aforementioned provision is used to finance the Group's Italian companies and is divided as follows in the

short and long term:
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The resources collected in this way were used to guarantee loans to Italian companies, granted for 88 million Euros in
the medium-long and 111 million Euros in the short term; at 30 June 2017, medium-long term loans were equal to 77
million Euros and short-term loans to 75 million due to the different debt mix partly placed with third-party banks

directly by the individual companies.

As already mentioned, the previous analysis concerns only the European companies of the group, since the foreign

companies procure on the local market.

Data analysis

The first half of 2018 closed with a profit of 3,458 million Euros, a significant decrease compared to the figure at 30
June 2017 of 10.52 million Euros. The difference is affected by the impact of the lower distribution of dividends by
subsidiaries compared to the previous year, as well as a higher one-time financial expense of 1.4 million, following the

closure of the Banking Agreement in February 2018 on the occasion of the bond issue referred to above.
Cash and cash equivalents at 30 June 2018 amounted to 2.7 million Euros against 23 million at 30 June 2017.

The net financial position as at 30 June 2018 reported a negative value of 24.17 million Euros, worse than the 19.35
million Euros as at 30 June 2017 but improving on the negative value of 26.85 million Euros as at 31.12.2017. As
already mentioned, the changes were affected by the lower amount of dividends collected, the resolution of the

dividend to the parent company of 1 million Euros and the payment of the charges related to the bond issue.

SIGNIFICANT EVENTS DURING THE PERIOD
On 3 January 2018, the Board of Directors of the Company approved the proposed transfer of the registered office from

the Grand Duchy of Luxembourg to the Italian Republic, pursuant to Regulation 2157/2001 and the provisions of the
Luxembourg Law of 10 August 1915 on commercial enterprises and its subsequent amendments. This process was
completed on 02 May 2018 with the registration of the company at the Padua company register.

With effect from 2 May 2018, the Company opened a permanent establishment in the Grand Duchy of Luxembourg, to
which all current assets were transferred. Also with effect from 2 May 2018, the Company appointed its new board of
directors.

In January 2018, Carraro International SE issued a 3.5% fixed-rate senior unsecured bond of 180 million Euros -
maturing in 2025 - listed on the Luxembourg Stock Exchange and on the MOT. In February 2018, the Company signed
an agreement with Banco BPM for a credit line of 100 million, consisting of an LTA (long term) cash credit line of 20
million expiring on 31 December 2023 and one "revolving" credit line of 80 million Euros expiring on 30 June 2023,
with possibility for the Bank to re-allocate the line to a limited group of relationship banks. To date, Banca Monte
Paschi and Banca Intesa have taken part in the agreement for 25 million Euros each. As a consequence of this, in
February the Carraro Group terminated the banking agreement signed on 24 December 2015, fully repaying the debt of

the individual companies.

SUBSEQUENT EVENTS

There are no subsequent events to report.
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BALANCE SHEET AND FINANCIAL DATA

Turnover

The Company's turnover as at 30 June 2018 amounted to 256.53 thousand Euros (at 30 June 2017 equal to 116.61
thousand Euros). Carraro International provides financial advisory services to Carraro Group Companies.

The breakdown of sales by main geographical area is shown in the following table.

(amounts in Euro)

30.06.18 % 30.06.17* %
Geographical Area
Italy 197,580 77% 47,304 41%
India 43,802 17% 34,173 29%
China 7,160 3% 22,899 20%
South America 7,989 3% 12,232 10%
Total 256,531 100% 116,608 100%
* Unaudited amounts
Gains/losses of financial activities

30.06.2018 30.06.2017*
(amounts in Euro)
Income/Expenses from equity investments 4,171,607 11,329,758
From financial assets 2,907,134 2,055,706
From bank current accounts and deposits 404 3,104
From other cash and cash equivalents - -
Income other than the above 1,539,680 921,586
From fair value changes in derivative and interest rate ops. -1 -
Other financial income 4,447,217 2,980,396
From financial liabilities -3,052,594 -2,434,430
From bank current accounts and deposits -1,866 -158,396
Expenses other than the above -1,569,017 -
From fair value changes in derivative and interest rate ops. - -
Financial costs and expenses -4,623,477 -2,592,826
Other net exchange rate differences -2,016 -1,124
Net gains/(losses) on foreign exchange -2,016 -1,124
Depreciations -261,474 -720,023
Net adjustments of financial assets -261,474 -720,023
NET GAINS/(LOSSES) ON FINANCIAL ASSETS 3,731,857 10,996,181

* Unaudited amounts

Income from equity investments, amounting to 4.17 million Euros, refers entirely to dividends of the investee Carraro
Drive Tech S.p.A. As at 30 June 2017 these amounted to 11.33 million Euros, again from the subsidiary Carraro Drive
Tech S.p.A.

Value adjustments to financial assets totalling -0.26 million Euros refer to the economic effect of the equity method of

valuation of the investment held in Agriming Agriculture Equipment Co. Ltd.

(amounts in Euro thousands)

% of % of

* 3 0,
turnover 30.06.17 turnover Diff. %

30.06.18

Net financial expenses -176.260 no. 387.570 no. no.

* Unaudited amounts

Net financial charges went from a positive value of 388 thousand Euros in the previous year to a negative value of 176

thousand Euros in the first half of 2018. It should be noted that the amount is influenced by the one-off effect of 1.37
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million Euros following the reduction of the fees previously accounted for using the amortised cost method relating to
the Bank Agreement terminated in February 2018, net of which at 30 June it would amount to a positive value of 1.2

million Euros, a net improvement over the 388 thousand Euros last year thanks to the reduction in interest rates.

In addition, financial expenses also include the fees paid on the bond issue that are absorbed along the bond

amortisation schedule in application of the amortised cost method of accounting.

Net profit/(loss)
The first half of 2018 closed with a profit of 3,458 million Euros; at 30 June 2017 the company closed with a profit of

10.52 million Euros.

(amounts in Euro thousands)

% of % of

30.06.18 turnover 30.06.17* turnover Diff. %
EARNINGS BEFORE TAX 3,144 no. 10,794 no. no.
Current and deferred income taxes 314 no. -275 no. no.
NET PROFIT/(LOSS) 3,458 no. 10,519 no. no.

* Unaudited amounts
The result reflects higher one-time financial charges of 0.99 million Euros deriving from the reduction of the fees
previously accounted for using the amortised cost method relating to the Bank Agreement terminated in February

2018 (amount net of taxes) as well as the lower distribution of dividends by subsidiaries.

Taxes as at 30 June 2018 amounted to 0.3 million Euros compared to -0.3 million Euros at 30 June 2017.

Amortisation, depreciation and impairment of assets

(amounts in Euro thousands)

% of % of Diff. %

*
30'06'18 turnover 30'06.17 turnover

Amortisation, depreciation and
impairment 6.1 2.4 6.2 5.3 -1.7
* Unaudited amounts

Depreciation for the year amounted to 6 thousand Euros (2.4% of turnover) in line with 30 June 2017.

Net financial position of operations
(amounts in Euro thousands)

30.06.18 31.12.17 30.06.17*

Net financial position of
operations -24,173 -26,848 -19,349
* Unaudited amounts

The net financial position of operations as at 30 June 2018 was negative at 24.1 million Euros and decreased compared
to 31 December 2017, when it was negative at 26.8 million Euros, but increased compared to June 2017, when it was
negative at 19.3 million, due to the lower distribution of dividends by subsidiaries, the resolution to distribute to the

parent company dividends of 1 million Euros and the cash outflow related to the expenses necessary for the bond issue.

PERSONNEL

Workforce trend

Figures as at 30.06.2018

30.06.2018 31.12.2017 30.06.2017*

Executives 1 1 1
Clerical staff 1 1 1
Total 2 2 2

* Unaudited amounts

The workforce is entirely based at the permanent establishment in the Grand Duchy of Luxembourg.
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INCOME STATEMENT

(amounts in Euro)

A) REVENUES FROM SALES
1) Products

NOTES 30.06.2018

30.06.2017 *

2) Services 256,531 116,608
3) Other revenues - -
TOTAL REVENUES FROM SALES 1 256,531 116,608
B) OPERATING COSTS
1) Purchases of goods and materials - -
2) Services 464,844 160,449
3) Use of third-party goods and services 22 251 22,235
4) Personnel costs 174,078 131,588
5) Amortisation, depreciation and impairment of assets 6,104 6,208
5.a) depreciation of property, plant and equipment - -
5.b) amortisation of intangible fixed assets 6,104 6,208
5.c) impairment of fixed assets - -
5.d) impairment of receivables - -
6) Changes in inventories - -
7) Provision for risks and other liabilities - -
8) Other income and expenses 177,060 -2,430
9) Internal construction - -
TOTAL OPERATING COSTS 2 844,337 318,050
OPERATING PROFIT/(LOSS) -587,806 -201,442
C) GAINS/(LOSSES) ON FINANCIAL ASSETS
10) Income and expenses from equity investments 4,171,607 11,329,758
11) Other financial income 4,447,217 2,080,396
12) Financial costs and expenses -4,623,477 -2,592,826
13) Net gains/(losses) on foreign exchange -2,016 -1,124
14) Value adjustments of financial assets -261,474 -720,023
NET GAINS/(LOSSES) ON FINANCIAL ASSETS 3 3,731,857 10,996,181
C-bis) of which with related parties 8,616,202 14,307,050
PROFIT/(LOSS) BEFORE TAXES 3,144,051 10,794,739
15) Current and deferred income taxes 4 -314,095 274,928
NET PROFIT/(LOSS) 3,458,146 10,519,811
EARNINGS (LOSSES) PER SHARE 5
- basic, for the profit for the period attributable to ordinary
shareholders € 256.16 €267.56
- diluted, for the profit for the period attributable to ordinary
shareholders €256.16 €267.56

*Unaudited amounts
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STATEMENT OF COMPREHENSIVE INCOME

(amounts in Euro)

NET PROFIT/(LOSS) FOR THE PERIOD

30.06.2018

3,458,146

30.06.2017
*

10,519,811

Other income components that could be recognised in the income statement in
subsequent periods:

Change in cash flow hedge reserve
Translation exchange differences
Taxes on other comprehensive income components

Total other income components that could be recognised in the income statement in
subsequent periods:

Other income components that will not be recognised in the income statement in
subsequent periods:

Change in the provision for discounting employee benefits
Taxes on other comprehensive income components

Total other income components that will not be recognised in the income statement in
subsequent periods:

OTHER COMPREHENSIVE INCOME COMPONENTS, NET OF TAX EFFECTS

TOTAL COMPREHENSIVE INCOME FOR THE PERIOD

*Unaudited amounts

3,458,146

10,519,811



STATEMENT OF FINANCIAL POSITION

Interim Financial Report at 30 June 2018

of which with
of which with of which with related
(amounts in Euro) NOTES 30.06.2018 related parties ~ 31.12.2017  related parties ~ 01.01.2017 parties
A) NON-CURRENT ASSETS
1) Property, plant and equipment - - -
2) Intangible fixed assets 7 6,380 12,484 25,002
3) Real estate investments 8 - - -
4) Equity investments in associated
companies 9 45,318,185 45,579,659 39,685,031
5) Financial assets 10 85,847,670 84,782,853 53,832,853 53,832,853 76,662,853 76,662,853
5.1) Loans and receivables 84,782,853 84,782,853 53,832,853 53,832,853 76,662,853 76,662,853
5.2) Other financial assets 1,064,817 - -
5.bis) of which with related parties 84,782,853 53,832,853 76,662,853
6) Deferred tax assets 11 - - -
7) Trade receivables and other
receivables 12 30,101 30,142 30,142
7.1) Trade receivables - - -
7.2) Other receivables 30,101 30,142 30,142
7.3) of which with related parties - - -
TOTAL NON-CURRENT ASSETS 131,202,336 99,455,138 116,403,028
B) CURRENT ASSETS
1) Closing inventory 13 - - -
2) Trade receivables and other
receivables 12 171,818 134,758 94,991 56,862 262,278 23,105
2.1) Trade receivables 14,930 - 4,647 4,647 4,647 4,647
2.2) Other receivables 156,888 134,758 90,344 52,215 257,631 18,458
2 Bis) of which with related parties 134,758 56,862 23,105
3) Financial assets 10 74,166,076 73,925,601 34,319,395 33,552,444 30,609,934 30,420,209
3.1) Loans and receivables 73,925,600 73,925,601 33,552,444 33,552,444 30,420,209 30,420,209
3.2) Other financial assets 240,476 766,951 189,725
3 Bis) of which with related parties 73,925,601 33,552,444 30,420,209
4) Cash and cash equivalents 14 2,724,773 23,005,976 14,319,195
4.1) Cash - - -
4.2) Bank current accounts and
deposits 2,724,773 23,005,976 14,319,195
4.3) Other cash and cash equivalents - - -
TOTAL CURRENT ASSETS 77,062,667 57,420,362 45,191,407
TOTAL ASSETS 208,265,003 156,875,500 161,594,435
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STATEMENT OF FINANCIAL POSITION

of which of which of which
with related with related with related
(amounts in Euro) NOTES 30.06.2018  parties 31.12.2017 parties 01.01.2017  parties
A) SHAREHOLDERS’ EQUITY 15
1) Share Capital 13,500,000 13,500,000 39,318,000
2) Other Reserves 2,120,822 2,201,275 2,201,275
3) Profits/(Losses) brought forward 1,205,184 -8,262,719 -26,455,733
4) IAS/IFRS reserves - - -
5) Provision for discounting employee benefits - - -
7) Profit/(Loss) for the period 3,458,146 10,578,773 -6,424,986
TOTAL SHAREHOLDERS’ EQUITY 20,284,152 18,017,329 8,638,556
B) NON-CURRENT LIABILITIES
1) Financial liabilities 16 175,847,219 101,529,148 117,974,318
1.1) Bonds 175,847,219 - -
1.2) Loans - 101,427,928 117,742,757
1.3) Other financial liabilities - 101,220 231,561
2) Trade payables and other payables 17 - - -
2.1) Trade payables - - -
2.2) Other payables - - -
3) Deferred tax liabilities 11 - - -
4) Provision for employee benefits/retirement 19 - - -
4.1) Provision for severance indemnity - 119,709 78,984
4.2) Provision for retirement benefits - - -
5) Provisions for risks and liabilities 20 - - -
5.1) Provision for warranties - - -
5.2) Provision for legal claims - - -
5.3) Provision for restructuring and reconversion - - -
5.4) Other provisions - - -
TOTAL NON-CURRENT LIABILITIES 175,847,219 101,648,857 118,053,302
C) CURRENT LIABILITIES
1) Financial liabilities 16 11,064,433 1,770,554 36,477,276 55,334 33,882,549 967,944
1.1) Bonds - - - - - -
1.2) Loans 6,741,604 41,599 36,325,185 10,231 33,213,288 391,797
1.3) Other financial liabilities 4,322,829 1,728,955 152,091 45,103 669,261 576,147
1 Bis) of which with related parties 1,777,949 55,334 967,944
2) Trade payables and other payables 17 817,874 12,528 603,848 188,490 374,595 2,938
2.1) Trade payables 151,953 478 245,322 - 86,964 2,186
2.2) Other payables 665,921 12,050 358,526 188,490 287,631 752
2 Bis) of which with related parties 12,528 188,490 2,038
3) Current taxes payables 18 251,325 128,190 645,433
4) Provisions for risks and liabilities 20 - - -
4.1) Provision for warranties - - -
4.2) Provision for legal claims - - -
4.3) Provision for restructuring and reconversion - - -
4.4) Other provisions - - -
TOTAL CURRENT LIABILITIES 12,133,632 37,209,314 34,902,577
TOTAL LIABILITIES 187,980,851 138,858,171 152,955,879
TOTAL SHAREHOLDERS’ EQUITY AND
LIABILITIES 208,265,003 156,875,500 161,594,435
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Other reserves Provision for Reserve

(amounts in Euro) ngl“gzl discounting cash flow fl; I;O,gzag;iss()i Total

P Capital reserves| Other reserves employee benefits | hedge P
Balance as at 1.1.2017 39,318,000 - -24,254,458 - - -6,424,986 @ 8,638,556
gglx‘ril(ﬁ;-ehenswe income for the 10,519,811 10,519,811
Transactions with shareholders
Allocation of 2016 results -6,424,986 6,424,986 -
Dividends declared in favour of
shareholders
Total transactions of the period - - -6,424,986 - - 6,424,986 -
Balance as at 30.06.2017 * 39,318,000 - -30,679,444 - - 10,519,811 | 19,158,367

Other reserves Provision for Reserve

(amounts in Euro) (35;11121 discounting cash flow fl; I;Ot%Z(Lé?iS;)i Total

P Capital reserves| Other reserves  employee benefits = hedge P
Balance as at 1.1.2018 13,500,000 - -6,061,444 - - 10,578,773 | 18,017,329
IC););!_l(ﬁ;'ehen&ve income for the 3,458,146 3,458,146
Transactions with shareholders
Allocation of 2017 results 10,578,773 -10,578,773 -
“Write-off” of FTA reserve -191,323 -191,323
Dividends declared in favour of 1,000,000 1,000,000
shareholders
Total transactions of the period - - 9,387,450 - - -10,578,773 = -1,191,323
Balance as at 30.06.2018 13,500,000 - 3,326,006 - - 3,458,146 20,284,152

*Unaudited amounts
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STATEMENT OF CASH FLOWS

(amounts in Euro) NOTES 30.06.2018 30.06.2017 *
Profit / loss for the period 15 3,458,146 10,519,811
Taxes accruing in the period -314,095 274,928
Profit/(loss) before taxes 3,144,051 10,794,739
Depreciation of property, plant and equipment 2 - -
Amortisation of intangible assets 2 6,104 6,208
Impairment of intangible assets 2 - -
Provisions for risks 2 - -
Provisions for employee benefits 2 - -
Net gains/(losses) on foreign exchange 3 2,016 1,124
Income and expenses from equity investments -4,171,607 -11,329,758
Net adjustments of financial assets 261,474 720,023
Other non-monetary income and expenses - -
Cash flows before changes in Net Working Capital -757,962 192,336
Changes in inventory 13 - -
Changes in trade receivables and other receivables 12 -76,786 -217,170
Changes in trade payables and other payables 17 198,015 -8,752
Use of receivables/payables for deferred taxation 11 - -
Use of funds for employee benefits 19 - -
Changes in provision for risks 20 - -
Dividends received 4,171,607 11,329,758
Change in other financial assets and liabilities 609,482 -26,518
Tax payments 4 317,521 -379,739
Cash flows from operating activities 4,461,877 10,889,915
Investments in Property, Plant and Equipment 6 - -
Disinvestments and other movements in property, plant and equipment 6 - -
Investments in Intangible assets 7 - -
Disinvestments and other movements Intangible assets 7 - -
Cash flows from Investing activities - -
Net change in financial assets 10 -71,325,172 17,521,933
Net change in financial liabilities 16 47,582,092 -9,249,563
Change in Share Capital 15 - -
Declared dividends 15 -1,000,000 -
Other movements of shareholders' equity - -
Cash flows from financing activities -24,743,080 8,272,370
Total cash flows for the period -20,281,203 19,162,285
Opening cash and cash equivalents 23,005,976 14,319,195
Closing cash and cash equivalents 2,724,773 33,481,480

*Unaudited amounts
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EXPLANATORY AND SUPPLEMENTARY NOTES

1. Introduction

Carraro International S.E. (hereinafter also referred to as "Company”, or the "Issuer"), is a European company with
registered office in Italy, registered with the Padua Register of Companies and a subsidiary of Carraro S.p.A.

On 3 January 2018, the Issuer's Board of Directors approved the proposed transfer of the registered office from the
Grand Duchy of Luxembourg to the Italian Republic, pursuant to Regulation 2157/2001 and the provisions of the
Luxembourg Law of 10 August 1915 on commercial companies, as amended.

This process was completed on 02 May 2018 with the registration of the company at the Padua company register.

With effect from 2 May 2018, the Company opened a permanent establishment in the Grand Duchy of Luxembourg, to
which all current assets were transferred. Also with effect from 2 May 2018, the Company appointed its new board of
directors.

Until the financial statements for the year ended 31 December 2017, the Company applied the Luxembourg accounting
principles; following the transfer of the registered office to Italy and the issue of the bonds listed on the Luxembourg
Stock Exchange and on the MOT (for further details see note 15) the company has adopted the IAS/IFRS international
accounting standards endorsed by the European Union with transition date 1 January 2017.

These half-yearly financial statements include the corresponding comparative data for the previous year in compliance
with the aforementioned standards.

These condensed interim financial statements are expressed in Euros and amounts are rounded to the nearest Euro
unit, unless otherwise indicated.

The main object of Carraro International S.E. is to carry out the holding company activity and the financing of
subsidiaries and associates, as well as their technical and financial coordination within the limits and conditions
established by law.

Publication of the half-yearly consolidated financial report of Carraro S.E. for the period from 1 January 2018 to 30
June 2018 is authorised by resolution of the Board of Directors of 26 July 2018.

As provided by Legislative Decree 9/91 and the international accounting standard no. 27 the Company has exercised
the right not to draw up the consolidated half-year financial statements as the parent company Carraro S.p.A. prepares
consolidated financial statements for public use compliant with the International Financial Reporting Standards.

Reporting criteria and accounting principles

The half-yearly Financial Statements are drawn up in compliance with the International Financial Reporting Standards
(‘IFRS’) issued by the International Accounting Standards Board (“IASB”) and endorsed by the European Union, and
with the measures issued implementing Article 9 of Legislative Decree 38/2005. The term IFRS also includes the
revised International Accounting Standards (IAS) and all interpretations of the International Financial Reporting
Interpretations Committee (IFRIC) previously known as the Standard Interpretation Committee (SIC).

The Condensed Interim Financial Statements were prepared assuming that the company is a going concern.
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2. Form and content of the condensed interim financial statements

These condensed interim financial statements have been drawn up in accordance with IAS 34, concerning interim
financial reporting.

This document contains a number of “alternative performance indicators” not envisaged by the IFRS accounting
standards: EBITDA (understood as the sum of operating profit/(loss), amortisation, depreciation and impairment of
fixed assets); EBIT (understood as operating profit/(loss) in the income statement); NET FINANCIAL POSITION OF
OPERATIONS (understood as ESMA Net Financial Debt determined in accordance with the provisions of paragraph
127 of the recommendations contained in the ESMA document no. 319 of 2013, implementing Regulation (EC)
809/2004, adjusting, where applicable, non-current receivables and financial assets.

2.1 Format of the consolidated financial statements

With regard to the format of consolidated accounting schedules, the Company opted to present the following
accounting statements.

Income Statement

Items on the income statement are classified by their nature.

The income statement separately indicates the effects of non-recurrent positive and negative income components
relative to events or transactions the occurrence of which is non-current, or transactions or events that are not repeated
frequently in carrying out normal activities.

Statement of Comprehensive Income

The statement of comprehensive income includes items of income and costs that are not posted on the period income
statement, as required or permitted by the IFRSs, such as changes to the cash flow hedge reserve, changes to the
reserve for employee benefits - actual gains and losses, changes to the translation reserve and the result of financial
assets available for sale.

Statement of financial position

The interim statement of financial position is presented with separate disclosure of Assets, Liabilities and
Shareholders’ Equity.

Assets and Liabilities in the half-yearly financial statements are in turn presented according to their classification as
“current” and “non-current”.

Statement of Changes in Shareholders’ Equity

The statement of changes in shareholders’ equity is presented in accordance with the requirements of the international
accounting standards, showing the profit (loss) for the period and all changes generated from transactions with
shareholders.

Statement of Cash Flows
The cash flow statement illustrates the changes in cash and cash equivalents (as presented in the statement of financial
position) divided by cash generating area in accordance with the “indirect method”, as permitted by IAS 7.

Accounting statements of transactions with related parties (Consob regulation 15519)

With reference to the reporting of related-party transactions in the financial statements, provided for in Consob
Regulation 15519 of 27 July 2006, balances of a significant amount are specifically indicated, to facilitate
understanding of the assets and liabilities, financial position and results of the Company, in the table of section 8 below
concerning related party transactions.
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2.2 Accounting standards and measurement criteria

IFRS accounting standards, amendments and interpretations adopted since 1 January 2018:

IFRS 15 - Revenue from Contracts with Customers (published on 28 May 2014):

Published on 28 May 2014 and supplemented with further clarifications published on 12 April 2016, this standard is
intended to replace the standards IAS 18 — Revenue and IAS 11 — Construction Contracts, as well as the interpretations
IFRIC 13 — Customer Loyalty Programmes, IFRIC 15 — Agreements for the Construction of Real Estate, IFRIC 18 —
Transfers of Assets from Customers and SIC 31 — Revenues-Barter Transactions Involving Advertising Services. The
standard establishes a new revenue recognition model to be applied to all customer contracts except those falling
within the scope of other IAS/IFRS standards such as leases, insurance contracts and financial instruments. The key
steps for revenue recognition according to the new model are:

- identification of the contract with the customer;

- identification of the contract performance obligations;

- price determination;

- allocation of the price to the contract performance obligations;

- revenue recognition criteria when the entity meets each performance obligation.

The standard has been applied as of 1 January 2018. By way of non-exhaustive example, some considerations on the
sales contracts currently in force are presented below for the purpose of applying the standard in question.

IFRS 15 requires companies to examine their contracts with customers and, where appropriate, to divide those
contracts into different performance obligations. The total revenue of each contract must be allocated to each of the
obligations assumed. Revenues can be recognised only at the specific time, or in the period, in which each single
obligation is fulfilled.

The business model of Carraro International S.E. does not provide for different performance obligations in its current
revenues, which, moreover, are limited to the re-invoicing of some services to other companies of the Carraro Group
(the "Group™).

Therefore, the analyses carried out on the company’s revenue streams at the reporting date did not show any
significant impact from adoption of the new accounting standard IFRS 15 on the revenue accounting method already
adopted by the Company.

If the business model described above does not change, the directors do not expect significant impacts in the future
either.

IFRS 9 - Financial Instruments (published on 24 July 2014):
The document includes the results of the IASB project to replace IAS 39:

- the standard introduces new criteria for the classification and valuation of financial assets and liabilities (together with
the assessment of non-substantial changes in financial liabilities);

- With reference to the impairment model, the new standard requires that the estimate of losses on receivables be made
on the basis of the expected losses model (and not on the incurred losses model used by IAS 39) using supporting
information, available without unreasonable burden or effort, which includes historical, current and prospective data;

- it introduces a new hedge accounting model (increase in the types of transactions eligible for hedge accounting, change
in the method of accounting for forward contracts and options when they are included in a hedge accounting
relationship, changes to the effectiveness test)

The new standard has been applied as of 1 January 2018.

Annual Improvements to IFRSs: 2014-2016 Cycle (published on 8 December 2016):

Pre-existing standards are partially amended or supplemented (IFRS 1 First-Time Adoption of International Financial
Reporting Standards - Deletion of short-term exemptions for first-time adopters, IAS 28 Investments in Associates
and Joint Ventures — Measuring investees at fair value through profit or loss: an investment-by-investment choice or
a consistent policy choice, IFRS 12 Disclosure of Interests in Other Entities — Clarification of the scope of the
Standard).

Most of the changes have been applied starting from 1 January 2018. The adoption of these amendments had no effect
on the half-yearly financial statements of the Company.
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Amendments IAS 40 “Transfers of Investment Property” (published on 8 December 2016).

These changes clarify the transfer of a property to, or from, property investment. In particular, an entity must reclassify
a property among, or from, property investments only when there is evidence that there has been a change of use of the
property. This change must be attributed to a specific event that occurred and must not therefore be limited to a change
of intention on the part of the management of an entity. These changes have been applied starting from 1 January
2018. The adoption of these amendments had no effect on the half-yearly financial statements of the Company.

IFRIC Interpretation 22 "Foreign Currency Transactions and Advance Consideration" (published on 8
December 2016).

The interpretation aims to provide guidelines for foreign exchange transactions if they are recognised under non-cash
advances or down payments, prior to recognition of the related asset, cost or revenue. This document provides
guidance on how an entity should determine the date of a transaction and, as a result, the spot exchange rate to be used
when there are foreign currency transactions in which the payment is made or received in advance. IFRIC 22 has been
applied starting from 1 January 2018. The adoption of this interpretation had no effect on the half-yearly financial
statements of the Company.

IFRS and IFRIC accounting standards, amendments and interpretations endorsed by the European
Union, not yet mandatorily applicable and not adopted in advance by the Company as at 30 June 2018:

IFRS 16 — Leases:

On 13 January 2016, the IASB published IFRS 16 - Leases which is intended to replace IAS 17 - Leases, as well as the
interpretations IFRIC 4 Determining Whether an Arrangement contains a Lease, SIC-15 Operating Leases-Incentives
and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease.

The new standard provides a new definition of lease and introduces a criterion based on control (right of use) of an
asset for distinguishing lease contracts from service contracts, identifying as discriminating factors: identification of
the asset, the right to replace the same, the right to obtain substantially all of the economic benefits arising from the
use of the asset and the right to direct the use of the asset underlying the contract.

The standard establishes a single model of recognition and valuation of lease contracts for the lessee which entails
recognising the asset covered by the lease, also operating lease, under assets with an offsetting financial payable, while
also providing the possibility of not recognising as leases contracts that refer to "low-value assets" (i.e. lease contracts
concerning assets with a value of less than 5,000 Euros) and leases with a contract term less than or equal to 12
months. On the contrary, the standard does not include significant changes for lessors.

The standard is applicable as from 1 January 2019 but early application is allowed only for companies that have
implemented IFRS 15 - Revenue from Contracts with Customers. The directors do not expect the adoption of these
amendments to have any significant effect on the Company's financial statements.

Amendments IFRS 9 "Prepayment Features with Negative Compensation (published on 12 October 2017).
This document specifies that instruments that provide for early repayment may comply with the "SPPI" test including
when the "reasonable additional compensation" to be paid in the event of early repayment is a "negative compensation"
for the lender. The amendment applies from 1 January 2019, but early application is permitted. The directors do not
expect the adoption of these amendments to have any significant effect on the Company's financial statements.

IFRS standards, amendments and interpretations not yet endorsed by the European Union:

IFRIC Interpretation 23: Uncertainty over Income Tax Treatments:

On 7 June 2017, the TASB published the interpretative document IFRIC 23 — Uncertainty over Income Tax
Treatments. The document addresses the issue of uncertainty about the tax treatment to be adopted on income taxes.
The document envisages that uncertainties in the determination of tax liabilities or assets are reflected in the financial
statements only when it is probable that the entity will pay or recover the amount in question. In addition, the
document does not contain any new disclosure requirements, but emphasises that the entity will have to determine
whether it will be necessary to provide information on the management's considerations and the uncertainty inherent
in the accounting of the tax, in accordance with IAS 1.

The new interpretation applies from 1 January 2019, but early application is permitted. At the moment, the directors
are considering the possible impacts of these changes on the Company’s financial statements.

Amendments to IAS 28: Long-term Interests in Associates and Joint Ventures:

On 12 October 2017, the IASB published the document "Long-term Interests in Associates and Joint Ventures
(Amendments to IAS 28)". This document clarifies the need to apply IFRS 9, including impairment requirements, to
other long-term interests in associates and joint ventures for which the equity method is not applied. The amendment
applies from 1 January 2019, but early application is permitted.

At the moment, the directors are considering the possible impacts of these changes on the Company’s financial
statements.
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Annual Improvements to IFRSs 2015-2017 Cycle:

On 12 December 2017, the IASB published the document "Annual Improvements to IFRSs 2015-2017 Cycle" which
incorporates the amendments to certain standards as part of the annual improvement process. The main changes
concern:

IFRS 3 Business Combinations and IFRS 11 Joint Arrangements: the amendment clarifies that when an entity obtains
control of a business that is a joint operation, it must re-measure the interest previously held in that business.
However, this process is not envisaged if joint control is obtained.

IAS 12 Income Taxes: the amendment clarifies that all tax effects related to dividends (including payments on financial
instruments included in shareholders' equity) should be accounted for in a manner consistent with the transaction that
generated these profits (income statement, OCI or equity).

IAS 23 Borrowing costs: the amendment clarifies that if loans remain in place after the qualifying asset is ready for use
or for sale, said loans become part of the totality of the loans used to calculate borrowing costs.

The amendments apply from 1 January 2019, but early application is permitted. The directors do not expect the
adoption of these amendments to have any significant effect on the Company's financial statements.

Amendments to IAS 19 “Plan Amendment, Curtailment or Settlement” (published on 7 February 2018).

The document clarifies how an entity should recognise an amendment (i.e. a curtailment or a settlement) to a defined
benefit plan. The amendments require an entity to update its assumptions and re-measure the net liability or asset
arising from the plan. The amendments clarify that after the occurrence of this event, an entity should use up-to-date
assumptions to measure current service cost and interest for the remainder of the reporting period following the event.
The amendments apply from 1 January 2019, but early application is permitted. The directors do not expect the
adoption of these amendments to have any significant effect on the Company's financial statements.

Amendments to IFRS 10 and IAS 28: Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture:

On 11 September 2014, the IASB published an amendment to IFRS 10 and IAS 28 Sales or Contribution of Assets
between an Investor and its Associate or Joint Venture. The document was published in order to resolve the current
conflict between IAS 28 and IFRS 10.

According to IAS 28, the gain or loss resulting from the sale or contribution of a non-monetary asset to a joint venture
or associate in exchange for a share in the capital of the latter is limited to the share in the joint venture or associate
held by the other investors extraneous to the transaction. In contrast, IFRS 10 requires the recording of the entire gain
or loss in the event of loss of control of a subsidiary, even if the entity continues to hold a non-controlling stake in the
same, including in this case also the sale or transfer of a subsidiary to a joint venture or associate. The changes
introduced provide that in the case of a sale/contribution of an asset or a subsidiary to a joint venture or associate, the
extent of the gain or loss to be recognised in the financial statements of the seller/contributor depends on whether or
not the assets or subsidiary sold/contributed constitute a business, in the sense of IFRS 3. In the event that the assets
or subsidiary sold /contributed represent a business, the entity must recognise the gain or loss on the entire investment
previously held; while, if not, the share of the gain or loss on the stake still held by the entity must be eliminated. At the
moment, the TASB has suspended application of this amendment. At the moment, the directors are considering the
possible impacts of these changes on the Company’s financial statements.


https://www.iasplus.com/en/standards/ifrs/ifrs3
https://www.iasplus.com/en/standards/ifrs/ifrs11
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Intangible fixed assets

Intangible assets are recognised in the accounts only if they can be identified and checked, are expected to generate
future economic benefits, and their cost can be reliably determined.

Intangible fixed assets with a limited life are carried at purchase or production cost net of amortisation and
accumulated impairment losses.

Amortisation is calculated in relation to their anticipated useful life and starts when the asset becomes available for
use.

Software

The cost of software licences, inclusive of ancillary expenses, is capitalised and recognised net of amortisation and of
any accumulated impairment losses.

Such intangible assets are amortised on a straight-line basis over their useful lives.

Impairment losses

Where there are specific signs of impairment, tangible and intangible fixed assets are subject to an impairment test,
estimating the recoverable value of the assets and comparing it with their net carrying amount. The recoverable value is
the greater of the fair value of an asset net of selling costs and its value in use, which is determined as the present value
of the cash flows that the company estimates will derive from the continuous use of the asset and from its disposal at
the end of its useful life.

This recoverable value is determined for each individual asset except when the asset does not generate cash flows
which are fully dependent on those generated by other assets.

If the recoverable value is lower than the carrying amount, the latter is reduced accordingly. This reduction represents
an impairment loss, which is recognised in the income statement.

If there is no longer any reason for an impairment loss previously recognised to be maintained, with the exception of
goodwill and of intangible assets with an unlimited useful life, the carrying amount is reinstated to the new value
deriving from the estimate, provided that this value does not exceed the net carrying amount which the asset would
have had, if no impairment had ever been made and net of amortisation that would have accumulated. The value
written back is also recorded in the income statement.

Impairment tests are carried out annually in the case of goodwill and of intangible fixed assets with an unlimited useful
life.

Impairment tests are also carried out on all assets with independent flows that show evidence of impairment.

Equity investments in associated companies

An associated company is an entity over which the company is able to exercise significant influence, but does not have
control or joint control, via the equity investment, over the financial and operating policies of the company.

For the purposes of the financial statements, equity investments in subsidiaries are measured at reduced cost in the
presence of impairment while, as provided by IAS 28, equity investments in associates are measured at fair value, in
accordance with IAS 39.

Equity investments in other companies and other securities

In accordance with the provisions of the standards IAS 39 and 32, equity investments in companies other than
subsidiaries and associates are classified as financial assets available for sale and are carried at fair value except in
cases where it is not possible to determine the market price or the fair value: in this case the cost method is used.
Profits and losses deriving from value adjustments are recognised in the statement of comprehensive income and
accumulated in a specific shareholders’ equity reserve.

In the presence of permanent impairment losses or in the event of a sale, profits and losses recognised up to that
moment in shareholders’ equity are recognised in the income statement.

Financial assets

IAS 39 envisages the following types of financial instruments: financial assets at fair value through profit or loss, loans
and receivables, investments held to maturity and assets available for sale. Initially, all financial assets are recognised
at fair value, increased, in the case of assets other than those at fair value through profit or loss, by any ancillary
expenses. The company establishes the classification of its financial assets after initial registration and, where
appropriate and permitted, revises the classification at the end of each financial year.

All standardised (regular way) purchases and sales of financial assets are recognised at the trade date, or at the date
on which the company undertakes to acquire the asset. Standardised purchases and sales means all purchase/sale
transactions on financial assets which require the handing over of the assets in the period generally envisaged by the
regulations and by the practices of the market on which the trade occurs.

Financial assets at fair value through profit or loss

This category comprises financial assets held for trading, that is, all assets acquired for the purpose of sale in the short
term. Derivatives are classified as financial instruments held for trading unless they are designated as effective
hedging instruments, in which case their accounting treatment is described in the paragraph “Derivative financial
instruments and hedging transactions”, below. Profits or losses on assets held for trading are recorded in the income
statement.
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Investments held to maturity

Financial assets which are not derivative instruments and which are characterised by payments with fixed or
determinable maturities are classified as “investments held to maturity” when the Company has the intention and the
capacity to maintain them in the portfolio until maturity. Financial assets that the company decides to keep in the
portfolio for an indefinite period do not fall within this category. Other long-term financial investments which are
held to maturity, such as bonds, are subsequently measured using the amortised cost method. This cost is calculated
as the value initially recognised, less the repayment of the principal, plus or minus the amortisation accumulated
using the effective interest rate method on any difference between the value initially recognised and the amount at
maturity. This calculation includes all the fees or points paid between the parties, which form an integral part of the
effective interest rate, the transaction costs and other premiums or discounts. For investments measured at their
amortised cost, profits and losses are recognised in the income statement at the moment in which the investment is
derecognised or in the event of an impairment loss, as well as by means of the amortisation process.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments which are not quoted
on an active market. These assets are stated on the basis of amortised cost using the effective discount rate method.
Profits and losses are recognised in the income statement when the loans and receivables are derecognised or on the
occurrence of impairment losses, as well as by means of the amortisation process.

Available-for-sale financial assets

Available-for-sale financial assets are financial assets, excluding derivative instruments, which are designated as such
or not classified in any of the other three previous categories. After initial recognition at cost, financial assets held for
sale are carried at fair value and profits and losses are recorded in the Statement of Comprehensive Income and
accumulated in a separated item of shareholders’ equity item until the assets have been derecognised or until it is
ascertained that they have suffered an impairment loss. Profits and losses accumulated up to that moment in
shareholders’ equity are then charged to the income statement.

In the case of securities widely traded on regulated markets, the fair value is determined by making reference to the
stock market price struck at the end of trading on the reporting date. For investments where there is no active market,
fair value is determined using valuation techniques based on prices of recent transactions between unrelated parties;
the current market value of a substantially similar instrument; discounted cash flow analysis; option pricing models.

Trade receivables and other receivables

Trade receivables and other receivables are included among current assets, with the exception of those falling due more
than 12 months after the reporting date, which are classified as non-current assets. These assets are valued at
amortised cost on the basis of the effective interest rate method.

Receivables which mature at more than one year, are interest-free or that earn less interest than the market, are
discounted using market rates. Trade receivables are discounted when they have longer payment terms than the
average term of extension granted.

If there is objective evidence of elements indicating an impairment loss, the asset is reduced by an amount that returns
the discounted value of the cash flows obtainable in the future. Impairment losses are recognised in the income
statement. Where reasons for previous writedowns are not maintained into subsequent trading periods, the value of
the asset is reinstated until it corresponds to the value that would have derived from application of the amortised cost.

Cash and cash equivalents
Cash and cash equivalents include cash on hand and cash deposits and investments maturing within three months of
the original date of acquisition.

Loans and bonds

Loans are initially recognised at the fair value of the price received net of the related loan acquisition costs. After initial
recognition, loans are carried on the basis of their amortised cost calculated by means of the application of the effective
interest rate. The amortised cost is calculated taking into account the issue costs and any discounts or premium
provided for at the time of settlement.

Derecognition of financial assets and liabilities
Financial assets

A financial asset (or, if applicable, part of a financial asset or parts of a group of similar financial assets) is
derecognised when:

o the right to receive the cash flows from the asset has expired;

e the company maintains the right to receive cash flows from the asset, but has undertaken a contractual
commitment to pay them in full and without delay to a third party;

¢ the company has transferred the rights to receive cash flows from the asset and (a) has essentially transferred all
the risks and benefits of the ownership of the financial asset or (b) has not transferred or essentially withheld all
the risks and benefits of the asset, but has transferred control of the same.

In cases where the company has transferred the rights to receive cash flows from an asset and has not essentially
transferred or withheld all the risks and benefits or has not lost control over the same, the asset is recorded in the
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company’s financial statements to the extent of the latter’s residual involvement in this asset. The residual
involvement, which takes the form of a guarantee on the asset transferred, is measured at the lower of the initial
carrying amount of the asset and the maximum amount which the company could be obliged to pay.

In cases where the residual involvement takes the form of an option issued and/or acquired on the asset transferred
(including options settled in cash or similar), the extent of the company’s involvement corresponds to the amount of
the asset transferred which the company could re-acquire; however, in the case of a put option issued on an asset
measured at fair value (including options settled in cash or by means of similar provisions), the extent of the company
’s residual involvement is limited to the lower of the fair value of the asset transferred and the exercise price of the
option.

Financial liabilities
A financial liability is derecognised when the underlying obligation is discharged, cancelled or fulfilled.

In cases where an existing financial liability is replaced by another of the same lender, under essentially different
conditions, or the conditions of an existing liability are essentially changed, this change or amendment is treated as
derecognition of the original liability and recognition of a new liability. Any difference between the carrying amounts
are recognised in the income statement.

Impairment losses on financial assets

The company assesses whether a financial asset or group of financial assets has undergone a loss in value at the end of
each accounting period.

Assets measured on the basis of amortised cost

If there is objective evidence that a loan or receivable recognised at amortised cost has suffered an impairment loss,
the amount of the loss is measured as the difference between the carrying amount of the asset and the present value of
the estimated future cash flows (excluding future receivable losses not yet incurred) discounted at the original
effective interest rate of the financial asset (that is the effective interest rate calculated at the date of initial
recognition). The carrying amount of the asset is reduced both directly and by setting aside provisions. The amount of
the loss will be recognised in the income statement.

The company assesses first of all the existence of objective evidence of impairment at the individual level. In the
absence of objective evidence of an impairment loss for a financial asset measured individually, whether significant or
otherwise, this asset is included in a group of financial assets with similar credit risk features and the group is subject
to assessment for impairment losses in a collective manner. Assets assessed at the individual level, for which an
impairment loss is seen or continues to be seen, will not be included in collective valuation.

If, in a subsequent accounting period, the amount of an impairment loss decreases and this reduction can objectively
be traced back to an event which took place after the impairment loss was recognised, the value previously written
down is reinstated. Any subsequent write-backs are recognised in the income statement, provided that the carrying
amount of the asset does not exceed the amortised cost at the date of the reversal.

Assets recognised at cost

If objective evidence exists of the loss in value of an unlisted instrument representing equity which is not recognised at
fair value because its value cannot be measured reliably, or of a derivative instrument which is linked to this equity
instrument and must be settled by means of the consignment of the instrument, the amount of the impairment loss is
given as the difference between the carrying amount of the asset and the present value of the expected future cash flows
and discounted at the current market rate of return for a similar financial asset.

Available-for-sale financial assets

In the event of an impairment loss of an available-for-sale financial asset, a value equal to the difference between its
cost (net of repayment of the principal and amortisation) and its current fair value, net of any losses in value previously
recognised in the income statement, is transferred from the statement of comprehensive income to the income
statement. Writebacks relating to equity instruments classified as available for sale are not recognised in the income
statement. Writebacks relating to debt instruments are recognised in the income statement if the increase in the fair
value of the instrument can be objectively traced back to an event which took place after the loss was recognised in the
income statement.

Allowances and provisions

Provisions for risks and liabilities

Provisions for risks and liabilities are made when the company must meet a current legal or implicit obligation deriving
from a past event, a sacrifice of resources is likely in order to deal with this obligation and it is possible to make a
reliable estimate of its amount. When the company considers that a provision for risks and liabilities will be partly or
fully reimbursed, for example in the case of risks covered by insurance policies, the indemnity is recognised separately
among the assets if, and only if, it is practically certain. In this case, the cost of the possible related provisions, net of
the amount recognised for the indemnity, is presented in the income statement. If the effect of discounting to the
present the value of the money is significant, the provisions are discounted back using a pre-tax discount rate which
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reflects, where appropriate, the specific risks of the liabilities. When the discounting is carried out, the increase of the
provision due to the passage of time is recognised as a financial expense.

Employee and similar benefits

According to TAS 19 Revised, employee benefits to be paid out subsequent to the termination of the employment
relationship and other long-term benefits (including the Provision for severance indemnity) are subjected to actuarial
valuations which have to take into account a series of variables (such as mortality, the provisions of future salary
changes, the anticipated rate of inflation, etc.).

Following this method, the liability recognised represents the current value of the obligation, net of any plan assets,
adjusted for any actuarial losses or profits not accounted for.

According to IAS 19 Revised, actuarial gains/losses are directly recognised in a shareholders' equity reserve with
immediate recognition in the Statement of Comprehensive Income. The item Interest cost is classified under Financial
income/expenses and no longer under the item Personnel Costs.

Recognition of revenues and other positive income components

Revenues for services are recognised with reference to the stage of completion.

Interest income is recognised in accordance with the accruals concept, on the basis of the amount financed and the
effective interest rate applicable, which represents the rate that discounts future collections estimated over the
expected life of the financial asset so as to take them back to the carrying amount of the asset itself.

Revenues from dividends are recorded when the right to collection arises, which normally corresponds to the
resolution of the shareholders’ meeting approving distribution of the dividends. Dividends to shareholders are
recognised as payable at the time of the distribution resolution.

Taxes
Taxation for the period represents the sum total of current and deferred income taxes.

Current taxes

Current income taxes have been provided for on the basis of an estimate of the taxable income for the consolidated
companies, in accordance with the provisions issued or essentially issued at the reporting date and taking any
applicable exemptions into account.

Deferred taxes

Deferred taxes are determined on the basis of the taxable temporary differences existing between the carrying amount
of assets and liabilities and their value for tax purposes; they are classified under non-current assets and liabilities.
Deferred tax assets are provided for only to the extent that future tax burdens will probably exist, against which this
asset balance can be used.

The value of deferred tax assets which can be recognised is subject to an annual assessment and is written down to the
extent that it is not likely that sufficient income for tax purposes will be available in the future so as to permit all or part
of this credit to be used. Unrecognised deferred tax assets are reviewed annually at the reporting date and are
recognised to the extent that it has become likely that income for tax purposes will be sufficient to permit these
deferred tax assets to be recovered.

Deferred tax assets and liabilities are determined with reference to the tax rates which are expected to be applied in the
period in which these deferments will be realised, taking into account the rates in force or those which it is known will
be subsequently issued.

Deferred tax assets and liabilities are offset, if a legal right exists to offset the current tax assets with current tax
liabilities and the deferred taxes refer to the same fiscal entity and the same tax authority.

Value added tax
Revenues, costs, assets and liabilities are recognised net of value added tax, except when:

e the tax applied to the purchase of goods or services is non-deductible, in which case it is recognised as part of the
purchase cost of the asset or part of the cost item recognised in the income statement;
e it refers to trade receivables and payables recorded including the value of the tax.

Earnings or losses per share

Basic earnings (losses) per share are calculated by dividing the net profit (net loss) for the period attributable to
ordinary shareholders of the Company by the weighted average number of ordinary shares outstanding in the period.
Diluted earnings (losses) per share are obtained by means of adjustment of the weighted average of outstanding
shares, so as to take into account all the potential ordinary shares with diluting effects.

Translation of foreign currency balances

Functional currency

The company’s functional currency is the Euro, which represents the currency in which the financial statements are
prepared and published.

Accounting transactions and entries

Transactions carried out in a foreign currency are initially recognised using the exchange rates at the transaction date.
At the reporting date, the monetary assets and liabilities denominated in a foreign currency are re-translated on the
basis of the exchange rate in force at that date.
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Non-monetary foreign currency items measured at historical cost are translated using the exchange rate in force at the
date of the transaction.

Non-monetary items recognised at fair value are translated using the exchange rate in force at the date of
determination of the value.

Derivative financial instruments and hedging transactions

The company’s financial risk management strategy conforms to the company objectives set out in the policies approved
by the Board of Directors of the parent, Carraro S.p.A.; In particular, it aims to minimise interest rate and exchange
rate risk and optimise the cost of debt.

These risks are managed in accordance with the principles of prudence and market best practices and all risk
management transactions are centrally managed.

The main objectives indicated by the policy are as follows:

A) Exchange-rate risks:

1) to hedge all commercial and financial transactions against the risk of fluctuation;

2) to apply the “currency balancing” method of hedging the risk, where possible, favouring the offsetting of revenues
and expenses and payables and receivables in foreign currencies in order to engage in hedging solely for the excess
balance not offset;

3) not to permit the use and ownership of derivatives or similar instruments for mere trading purposes;

4) to permit only the use of instruments traded on regulated markets for hedging transactions.

B) Interest-rate risks:

1) to hedge financial assets and liabilities against the risk of changes in interest rates;

2) in hedging against risk, to comply with the general criteria for balancing lending and borrowing set for the company
by the Board of Directors of the parent, Carraro S.p.A., when it approves long-term plans and budgets (fixed and
floating interest rates, proportions at short-term and medium/long-term);

3) to permit only the use of instruments traded on regulated markets for hedging transactions.

The company uses derivative financial instruments such as currency futures contracts and interest rate swaps to
hedge the risks deriving mainly from fluctuations in interest and exchange rates. These derivative financial
instruments are initially recognised at their fair value at the date they were entered into; this fair value is periodically
reviewed. They are accounted for as assets when the fair value is positive and as liabilities when it is negative.

Any profits or losses emerging from the changes in the fair value of derivatives not eligible for hedge accounting are
charged directly to the income statement during the accounting period.

The fair value of currency futures contracts is determined with reference to the current forward exchange rates for
contracts with a similar maturity profile. The fair value of interest rate swap agreements is determined with reference to
the market value for similar instruments.

For hedge accounting purposes, hedges are classified as:
o fair value hedges, if they hedge the risk of change in the fair value of an underlying asset or liability;

o cash flow hedges, if they hedge the risk of change in the cash flows deriving from existing assets and liabilities or
from future transactions;

e hedges of a net investment in a foreign operation (net investment hedges).

A transaction hedging the exchange-rate risk relating to an irrevocable commitment is accounted for as a cash flow
hedge.

When implementing a hedging transaction, the company formally designates and documents the hedging relationship
to which it is intended to apply the hedge accounting, its risk management objectives and the strategy pursued. The
documentation identifies the hedging instrument, the element or transaction subject to the hedge, the nature of the
risk and the methods by means of which the entity intends to assess the effectiveness of the hedge in offsetting
exposure to changes in the fair value of the element hedged or the cash flows attributable to the hedged risk.

These hedges are expected to be highly effective in offsetting exposure of the element hedged to changes in the fair
value or in the cash flows attributable to the hedged risk. The assessment of whether these changes have effectively
shown themselves to be highly effective is carried out on an ongoing basis during the accounting periods in which they
were designated.

Transactions which meet the criteria for hedge accounting are accounted for as follows:

Fair value hedges

The company may use fair value hedging transactions against exposure to changes in the fair value of accounting
assets and liabilities or of an off-balance sheet irrevocable commitment, as well as an identified part of the said assets,
liabilities or irrevocable commitments, attributable to a particular risk, which could have an impact on the income
statement. As far as fair value hedges are concerned, the carrying amount of the element being hedged is adjusted to
reflect the profits and losses attributable to the risk subject to the hedge, the derivative instrument is re-determined at
fair value and the profits and losses of both are booked to the income statement.

With regard to fair value hedges referring to elements recognised on the basis of amortised cost, the adjustment of the
carrying amount is amortised in the income statement over the period remaining until maturity. Any adjustments to
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the carrying amount of the hedged financial instrument to which the effective interest rate method is applied are
amortised in the income statement.

The amortisation can start as soon as an adjustment exists but not after the date when the hedged element ceases to
be adjusted due to the changes in its fair value attributable to the hedged risk.

When an unrecognised irrevocable commitment is designated as a hedged item, subsequent cumulative changes in its
fair value attributable to the hedged risk are recognised as assets or liabilities and the corresponding profits and losses
are recognised in the income statement. Changes in the fair value of a hedging instrument are also booked to the
income statement.

An instrument is no longer recognised as a fair value hedge when it matures or is sold, discharged or exercised, when
the hedge no longer meets the requirements for hedge accounting purposes, or when the company revokes its
designation. Any adjustments to the carrying amount of the hedged financial instrument to which the effective
interest rate method is applied are amortised in the income statement. The amortisation can start as soon as an
adjustment exists but not after the date when the hedged element ceases to be adjusted due to changes in its fair value
attributable to the hedged risk.

Cash flow hedges

Cash flow hedges are transactions hedging the risk of fluctuations in cash flows attributable to a specific risk,
associated with a recognised asset or liability or with a highly likely future transaction which could influence the
financial outcome. Profits or losses deriving from the hedging instrument are recognised in the statement of
comprehensive income and accumulated in a specific shareholders’ equity reserve for the efficient part, while the
remaining (inefficient) portion is recognised in the income statement.

The profit or loss booked to shareholders’ equity is reclassified in the income statement during the period when the
transaction being hedged influences the income statement (for example, when the financial income or expense is
recognised or when an anticipated sale or purchase takes place). When the element being hedged is the cost of a non-
financial asset or liability, the amounts recognised in shareholders’ equity are transferred at the initial carrying
amount of the asset or liability.

If the transaction is no longer expected to take place, the amounts initially accumulated in shareholders’ equity are
transferred to the income statement. If the hedging instrument matures or is sold, cancelled or exercised without
being replaced, or if its designation as a hedge is revoked, the amounts previously accumulated in shareholders’ equity
remain recognised therein until the expected transaction takes place. If it is believed that this will no longer happen,
the amounts are transferred to the income statement.

Hedges of a net investment in a foreign operation

Hedges of a net investment in a foreign operation, including hedges of a monetary item recognised as part of a net
investment, are recognised on a similar basis to cash flow hedges. Profits or losses deriving from the hedging
instrument are recognised in the statement of comprehensive income and accumulated in a specific shareholders’
equity reserve for the efficient part of the hedge, while for the remaining (inefficient) portion they are recognised in
the income statement. On disposal of the foreign operation, the cumulative value of these profits or losses booked to
shareholders’ equity is transferred to the income statement.

Credit risk

The management of credit is designed to prioritise the acquisition of customers of national and international standing
for multi-annual supplies; on this basis consolidated historical relationships have been built up with the main
customers. Generally speaking, these relationships are governed by ad hoc supply contracts. Credit control requires
periodic monitoring of the main financial and economic data (including the delivery schedules) relating to each
customer.

Except in special circumstances to do with country or counterparty risk, guarantees are not normally obtained on
credit.

Receivables are recognised in the accounts net of any write-downs determined by assessing the counterparty's risk of
insolvency based on the information available.

Liquidity risk

The company’s liquidity risk is mainly linked to the activation and maintenance of sufficient funding to support
industrial operations.

The raising of funds, consistent with the company’s short- and medium-term development plans, is intended to finance
both working capital and investments in fixed assets necessary to ensure sufficient and technologically advanced
production capacity. This requirement is directly proportional to the trend in customer orders and the consequent
trend in business volumes.

The company’s liquidity risk is mainly linked to the activation and maintenance of sufficient funding to support
industrial operations.

The cash flows envisaged for 2018 include, besides the trend in working capital and investments, the effects of current
liabilities and the short-term portions of medium- and long-term loans reaching maturity, as well as the effects
(assuming the same rates of exchange with respect to 31.12.2017) of the closure of derivative financial instruments on
currencies in existence at the reporting date.

The company envisages meeting the needs arising from all of the above with the flows deriving from operations, from
available liquidity and from the availability of the above credit facilities.

In 2018, the Company expects to be able to generate financial resources through its operations such as to ensure
adequate support for investments.
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The management of liquidity, funding requirements and cash flows are under the direct control and management of
the Group Treasury, which operates with the aim of managing the resources available as efficiently as possible.
Uncertainties of financial markets have had an effect on the borrowing of banks and as a consequence on credit granted
to businesses. This instability could also continue in 2018, preventing the normal execution of financial transactions.
Lastly, regardless of the fact that the company has continued refinancing its debts with the support of its banking
counterparties and the financial markets, the situation could arise of having to seek additional financing in less
favourable market conditions, with the limited availability of such sources and an increase in financial expenses.

The maturity features of the company’s liabilities and financial assets are shown in notes 10 and 16 relating respectively
to non-current financial receivables and non-current financial liabilities. The maturity features of derivative financial
instruments are described in paragraph 7.2.

Exchange-rate risk and interest rate risk

The company is exposed to exchange rate risks by virtue of the fact that a significant portion of sales and some of the
purchases are made in currencies other than the functional currency, with trade transactions carried out by companies
in the Euro area with counterparties that do not belong to the Euro area and vice versa.

Exposure to exchange rate risk with reference to each entity is regularly monitored by the Group Treasury according to
a strategy which focuses, in particular, on the balance between purchases and sales in foreign currency and activating,
for the remaining non-balanced portion and according to the criteria set by the company policy in terms of the
management of financial risks, appropriate initiatives to hedge or reduce the risks identified, using the instruments
available on the market.

The Company is also exposed to interest rate risk in relation to financial liabilities undertaken for loans for both
ordinary operations and investments. Changes in interest rates may have positive or negative effects on both the
financial outcome and on cash flows.

The strategy adopted pursues the basic objective of achieving a balance between floating-rate and fixed-rate debt. The
interest rate risk on the floating portion is then reduced via specific hedging operations.

Transactions with related parties
In accordance with the Consob recommendations of 20 February 1997 (DAC/97001574) and 27 February 1998
(DAC/98015375) we can confirm that:

a) intragroup transactions and transactions with related parties which took place during the period, gave rise to trade,
financial or consultancy-related relationships, and were carried out under market terms, in the financial interest of
the individual companies involved in the transactions;

b) the interest rates and terms applied (paid and received) in financial relationships between the various companies
are in line with market terms.

Discretionary assessments and significant accounting estimates

Estimates and assumptions

In the application of the accounting standards, the directors have not made decisions based on discretionary
evaluations (excluding those which involve estimates) having a significant effect on the values in the financial
statements.

We present below the key assumptions on the future and other significant sources of uncertainty in the estimates at the
reporting date, which could bring about significant changes in the carrying amounts of assets and liabilities within the
next financial year.

Deferred tax assets

Deferred tax assets are recognised in compliance with IAS 12 and they include retained tax losses, to the extent that it is
likely there will be future tax profits to offset these losses with the returns of the temporary differences absorbed. A
significant discretionary valuation is required of the directors to determine the amount of the deferred tax assets that
can be accounted for. They must estimate the probable timing and the amount of future taxable profits as well as a
planning strategy for future taxation. The details are provided in note 11.

Pension funds and other post employment benefits

The cost of defined-benefit pension plans is determined using actuarial valuations. The actuarial valuation requires
assumptions on the discount rates, the expected rate of return on investments, future salary increments, mortality rates
and future pension increases. Because of the long-term nature of these plans, these estimates are subject to a
significant level of uncertainty. Further information is provided in note 19.

Development costs

Development costs have been capitalised based on the following accounting principle. In order to determine the
amounts to be capitalised the directors must develop assumptions on anticipated future cash flows from assets, the
discount rates to apply and the periods of manifestation of the anticipated benefits.

Provisions for risks and liabilities

The company used estimates for the valuation of the provisions for credit risks, for work under warranty granted to
customers, for company restructuring, for stock depreciation and for other risks and liabilities. Further details are
provided in the notes relating to the individual financial statement items.
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3. Geographic areas

Carraro International S.E.’s financial activities are located in Italy and Luxembourg.
Other information is better commented in the director's report on operations.

a) Sales
The breakdown of third-party sales by main geographic area is shown in the following table.

(amounts in Euro)

30.06.18 % 30.06.17 %
Geographical Area
Italy 197,580 77% 47,304 41%
India 43,802 17% 34,173 29%
China 7,160 3% 22 899 20%
South America 7,989 3% 12,232 10%
Total 256,531 100% 116,608 100%

4. Non-recurring operations

As at 30 June 2018, there were no non-recurring transactions.
5. Notes and comments

Revenues and costs

A) Revenues from sales (Note 1)

30.06.2018 30.06.2017

(amounts in Euro)
1) PRODUCTS - -
OTHER SERVICES 256,531 116,608
2) SERVICES 256,531 116,608
3) OTHER REVENUES - -
TOTAL REVENUES FROM SALES 256,531 116,608

B) Operating costs (Note 2)
OPERATING COSTS

30.06.2018 30.06.2017

(amounts in Euro)
1) PURCHASES OF GOODS AND MATERIALS - -
A) EXTERNAL SERVICES FOR PRODUCTION - -
B) SUNDRY SUPPLIES 1,713 1,268
C) GENERAL OVERHEADS 437,511 159,181
D) COMMERCIAL COSTS 25,620 -
E) SALES EXPENSES - -
2) SERVICES 464,844 160,449
RENTAL EXPENSES 22,251 22,235
3) USE OF THIRD-PARTY GOODS AND SERVICES 22,251 22,235
A) WAGES AND SALARIES 157,897 119,162
B) SOCIAL SECURITY CONTRIBUTIONS 13,098 11,492
D) EMPLOYEE SEVERANCE INDEMNITY AND PENSIONS - -
E) OTHER COSTS 3,083 934

4) PERSONNEL COSTS 174,078 131,588
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B) AMORTISATION INTANGIBLE ASSETS 6,104 6,208
C) IMPAIRMENT OF FIXED ASSETS - -
D) IMPAIRMENT OF RECEIVABLES - -
5) AMORTISATION, DEPRECIATION AND IMPAIRMENT OF

ASSETS 6,104 6,208
A) CHANGES IN INVENTORIES OF RAW AND ANCILLARY

MATERIALS AND GOODS - -
B) CHANGES IN INVENTORIES OF WORK IN PROG. SEMI-FIN. &

FIN. PRODS - -
6) CHANGES IN INVENTORIES - -
7) PROVISION FOR RISKS AND OTHER LIABILITIES - -
A) SUNDRY INCOME -171 -12,101
B) GRANTS - -
C) OTHER OPERATING EXPENSES 225,001 9,671
D) OTHER NON-ORDINARY OPERATING INCOME/EXPENSES -47,860 -
8) OTHER INCOME AND EXPENSES 177,060 -2,430
9) INTERNAL CONSTRUCTION - -

C) Net income from financial assets (note 3)
GAINS/(LOSSES) ON FINANCIAL ASSETS
30.06.2018 30.06.2017

(amounts in Euro)

10) INCOME/EXPENSES FROM EQUITY INVESTMENTS 4,171,607 11,329,758

A) FROM FINANCIAL ASSETS 2,007,134 2,055,706

B) FROM BANK CURRENT ACCOUNTS AND DEPOSITS 404 3,104

C) FROM OTHER CASH EQUIVALENTS - -

D) INCOME OTHER THAN THE ABOVE 1,539,680 921,586

E) FROM FAIR VALUE CHANGES OF INTEREST RATE DERIVATIVES -1 -

11) OTHER FINANCIAL INCOME 4,447,217 2,080,396

A) FROM FINANCIAL LIABILITIES -3,052,594 -2,434,430

B) FROM BANK CURRENT ACCOUNTS AND DEPOSITS -1,866 -158,396

C) EXPENSES OTHER THAN THE ABOVE -1,569,017 -

D) FROM FAIR VALUE CHANGES OF INTEREST RATE DERIVATIVES - -

12) FINANCIAL COSTS AND EXPENSES -4,623,477 -2,592,826

FROM NET DERIVATIVE TRANSACTIONS ON EXCHANGE RATES - -

FROM FAIR VALUE CHANGES OF FOREIGN EXCHANGE

DERIVATIVES - -

OTHER NET EXCHANGE RATE DIFFERENCES -2,016 -1,124

13) NET GAINS/(LOSSES) ON FOREIGN EXCHANGE -2,016 -1,124

B) DEPRECIATIONS -261,474 -720,023

14) ADJUSTMENTS OF FINANCIAL ASSETS -261,474 -720,023

NET GAINS/(LOSSES) ON FINANCIAL ASSETS 3,731,857 10,996,181

Income from equity investments, amounting to 4.17 million Euros, refers entirely to dividends of the investee Carraro
Drive Tech S.p.A.

It should be noted that the amount of financial expenses is influenced by the one-off effect of 1.365 million Euros
resulting from the reduction of fees previously accounted for using the amortised cost method and relating to the Bank
Agreement terminated in February 2018.

In addition, financial expenses also include the fees paid on the bond issue that are absorbed along the bond
amortisation schedule in application of the amortised cost method of accounting.

Value adjustments to financial assets totalling -0.26 million Euros refer to the economic effect of the equity method of
valuation of the investment held in Agriming Agriculture Equipment Co. Ltd..
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Current and deferred income taxes (note 4)

INCOME TAXES

30.06.2018 30.06.2017

(amounts in Euro)
CURRENT TAXES 51,466 200,000
TAX CONSOLIDATION EXPENSE AND INCOME -134,758 -
TAXES FROM PREVIOUS YEARS -111,094 -
DEFERRED TAXES -119,709 74,928
15) CURRENT AND DEFERRED INCOME TAXES -314,095 274,928

Current taxes
Current IRAP for the period is calculated on a regional basis (rate of 3.9%) on the estimated taxable income for the year.

Current IRES for the period is calculated at the rate of 24% on the estimated taxable income for the year.

Deferred taxes
These are set aside on the temporary differences between the carrying amount of the assets and liabilities and the

corresponding tax value, on the consolidation entries and on the tax losses carried forward to the extent that it is
probable that there will be adequate future tax profits for which such losses can be utilised in a reasonably short period

of time. For further details see note 11.
In the course of 2015, Carraro International opted for the national tax consolidation, in the capacity as consolidating

company, together with its subsidiary Carraro Spa and the latter’s subsidiaries. The charges/income deriving from the
transfer of the IRES taxable base are booked under current taxes.

The provisions for taxation for the year can be reconciled with the result recorded in the financial statements as
follows:

IRES

(amounts in Euro/000) 30.06.2018 % 30.06.2017 %
Earnings before tax 3,144 10,794
Theoretical tax rate 24% 754 24.00% 2,591 24%
Effect of non-deductible costs 62 1.97% 328 3.04%
Untaxable income -951 -30.25% -2,719 -25.19%
Use of previous tax losses

Other unrecognised deferred taxes

Taxes from previous years -196 -6.23%

Adjustment of deferred taxes of previous year -35 -1.11% 75 0.69%
Withholding taxes 51 1.64%

Provisions for tax risks

Taxation at effective rate -314 9.98% 275 2.54%
IRAP [regional business tax]

(amounts in Euro/000) 30.06.2018 % 30.06.2017 %

Earnings before tax 3,144 10,794

Theoretical tax rate 3.90% 123 3.9% 0%

Effect of non-deductible costs

Untaxable income

Other unrecognised deferred taxes

Income/expenses not relevant for IRAP

Taxes from previous years -123 -3.9%

Adjustment of deferred taxes of previous year
Provisions for tax risks
Taxation at effective rate o 0.00% o 0.00%
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Earnings or losses per share (note 5)
Basic earnings (losses) per share are calculated by dividing the net earnings (net losses) for the year attributable to the
company’s ordinary shareholders by the weighted average number of outstanding ordinary shares during the year.

(amounts in Euro) 30.06.2018 30.06.2017
Results
Earnings (Losses) for the purposes of calculating basic earnings per share 3,458,146 10,519,811

Diluting effect deriving from potential ordinary shares - -

Earnings (Losses) for the purposes of calculating diluted earnings per share 3,458,146 10,519,811

30.06.2018 30.06.2017

Number of shares

Weighted average number of ordinary shares for calculating:

basic earnings (losses) per share: 13,500 39,318
diluted earnings (losses) per share: 13,500 39,318
Basic earnings (losses) per share (Euros): 256.16 267.56
Diluted earnings (losses) per share (Euros): 256.16 267.56

Property, plant and equipment (note 6)
The company has no property, plant or equipment.

Intangible assets (Note 7)
These items present a net balance of 55.895 million Euros compared with 57.6 million Euros in the previous period.
The breakdown is as follows:

Invest.
in prog.
and
deposits

Other
intangible Total
assets

It Develop Royalties Licences
(a;l:’lusn ts in Euros) Goodwill ment and and
costs patents Trademarks

Historical cost - - - 25,002 - - 25,002
Provisions for amortisation
and depreciations - - - -12,518 - - -12,518

Net as at 31.12.2017 - - - 12,484 - - 12,484

Movements in 2018:

Increases - - - - - - -

Decreases - - - - - - -

Capitalisation - - - - - - -

Change in consolidation scope - - - - - - -

Depreciation and amortisation - - - -6,104 - - -6,104

Reclassification - - - - - - -
Exchange differences
differences - - - - - - -

Net as at 30.06.2018 - - - 6,380 - - 6,380

Made up of:

Historical cost - - - 62,020 - - 62,020
Provisions for amortisation
and depreciations - - - -55,640 - - -55,640
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Real estate investments (Note 8)
The company has no real estate investments.

Equity investments in subsidiaries, associates and other investments (note 9)
The changes in equity investments compared to 31 December 2017 are shown below:

Name
31.12.2017 Increases Decreases Depreciations Reclassification 31.12.2017
(amounts in Euro)

Carraro Drive tech 38,797,634 - - - - 38,797,634
MG Mini Gears Inc. 1,489 - - - - 1,489
Elettronica Santerno S.p.A. 1,772,034 - - - - 1,772,034
Agriming Agriculture Equipment
Co. Ltd. 5,008,501 - - -261,473 - 4,747,028
TOTAL

45a579’658 - - '261a473 - 455318’185

The write-downs of 0.26 million Euros refer to the economic effect of the equity method of valuation of the investment
held in Agriming Agriculture Equipment Co. Ltd..

Financial assets (note 10)

(amounts in Euro) 30.06.2018 31.12.2017
Loans to related parties 84,782,853 53,832,853
Loans to third parties - -
LOANS AND RECEIVABLES 84,782,853 53,832,853
Available for sale - -
Other financial assets 1,064,817 -
OTHER FINANCIAL ASSETS 1,064,817 -
NON-CURRENT FINANCIAL ASSETS 85,847,670 53,832,853
With related parties 73,925,600 33,552,444
With third parties - -
LOANS AND RECEIVABLES 73,925,600 33,552,444
Fair value of derivatives - -
Other financial assets 240,476 766,951
OTHER FINANCIAL ASSETS 240,476 766,951
CURRENT FINANCIAL ASSETS 74,166,076 34,319,395

Non-current related party loans and receivables refer to the medium/long-term portion of receivables held vis a via the
companies Carraro S.p.A., Carraro Drive Tech S.p.A. and Elettronica Santerno S.p.a..
Values of these receivables approximate their fair value.

Current related party loans and receivables mainly refer to the short-term portion of receivables held vis a via the
companies Carraro S.p.A., Carraro Drive Tech S.p.A. and Elettronica Santerno S.p.a..

Deferred tax assets and liabilities (note 11)

The table below illustrates the composition of deferred taxation by the nature of the temporary differences that
determine it. The change corresponds to the effect of deferred taxes on net equity and income.

D.escrlptlon of Deferred . . Effect Effect on SE Deferred
differences Taxes Reclassification Taxes

g on IS
(amounts in Euro) 31.12.2017 30.06.2018
Measurement of financial
assets/liabilities -119,709 119,709 -

TOTAL -119,709 119,709 -
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Trade receivables and other receivables (Note 12)

(amounts in Euro) 30.06.2018 31.12.2017
NON CURRENT TRADE RECEIVABLES - -
With third parties 30,101 30,142
OTHER NON-CURRENT RECEIVABLES 30,101 30,142
NON-CURRENT TRADE RECEIVABLES AND OTHER RECEIVABLES 30,101 30,142
With related parties - 4,647
With third parties 14,930 -
CURRENT TRADE RECEIVABLES 14,930 4,647
With related parties 134,758 52,215
With third parties 22,130 38,129
OTHER CURRENT RECEIVABLES 156,888 90,344
CURRENT TRADE RECEIVABLES AND OTHER RECEIVABLES 171,818 94,991

Closing inventory (note 13)
The company had no closing inventory.

Cash and cash equivalents (Note 14)

(amounts in Euro) 30.06.2018 31.12.2017
CASH - -
BANK CURRENT ACCOUNTS AND DEPOSITS 2,724,773 23,005,976

OTHER LIQUID FUNDS OR EQUIVALENT ASSETS - -
TOTAL 2,724,773 23,005,976
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Shareholders’ equity (note 15)

(amounts in Euro) 30.06.2018 31.12.2017
1) Share Capital 13,500,000 13,500,000
2) Other Reserves 2,120,822 2,201,275
3) Profits/(Losses) brought forward 1,205,184 -8,262,719
4) Other IAS / IFRS reserves - -

5) Provision for discounting employee benefits - -

7) Profit/(Loss) for the period 3,458,146 10,578,773
SHAREHOLDERS’ EQUITY 20,284,152 18,017,329

The Shareholders’ Meeting of Carraro International S.E. of 28 March 2018 resolved to allocate the profit of
10,480,122.32 Euros reported in the 2017 financial statements, drawn up according to the Luxembourg accounting
principles, as follows:

- 8,262,718.80 Euros to cover accumulated losses;

- 110,870.18 Euros to the legal reserve;

- 1,000,000 Euros to dividends;

- 1,106,533.34 Euros to retained earnings (accumulated losses).

The Share Capital is set at 13,500,000 Euros fully paid up, consisting of 13,500 ordinary shares with a nominal value of
1,000 Euros each.
No other financial instruments which assign equity and investment rights have been issued.

Other reserves
For details of the item “other reserves”, please refer to the following table.

The following table shows the total of the shareholders’ equity items broken down by origin, utilisation possibility and
distribution. For a better understanding of the changes in shareholders' equity, reference should be made to the
statement of changes in shareholders’ equity.

Movements Utilisation Portion

Nature/description 31/12/2017 in 2018 30/06/2018 possibility Notes available
Share capital: 13,500,000 -| 13,500,000 -
Profit reserves:

Legal reserve 1,214,402 110,870 1,325,272 B

Impot sur la fortune 795,550 - 795,551 -—- (1) -

FIA reserve 191,323 -191,323 -| ABcC -
Other reserves 2,201,275 -80,453 2,120,822
Retained earnings (accumulated
losses) -8,262,719 9,467,903 1,205,184 A,B,C 1,205,184
Profit/(Loss) for the period: 10,578,773 -7,120,627 3,458,146 - 3,458,146
Total (A) 18,017,329 2,266,823 | 20,284,152 4,663,330
Non-distributable reserves (B) -
Legal reserve of profit for the year (C) -135,000
Distributable portion (E=A + B + C) 4,528,330

Key:

A: for capital increases

B: to cover losses

C: for distribution to shareholders

(1) Law of 16 October 1934, as amended, concerning the "Impét sur la fortune" under Luxembourg law.

*The IAS / IFRS first adoption (FTA) reserve was formed when the IAS / IFRS international accounting standards were adopted.
It refers to the accounting of financial liabilities using the amortised cost method arising as a result of the 2015 Bank Agreement.

In February 2018, following the discharge of said financial liabilities, this reserve was closed.
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The classification of the financial liabilities as at 30.06.2018 and 31.12.2017 is indicated.

(amounts in Euro) 30.06.2018 31.12.2017
NON-CURRENT BONDS 175,847,219 -
MEDIUM/LONG-TERM LOANS - 101,427,928
MEDIUM/LONG TERM LOANS TO RELATED PARTIES - -
NON-CURRENT FINANCIAL LIABILITIES - 101,427,928
OTHER NON-CURRENT FINANCIAL LIABILITIES - 101,219
OTHER NON-CURRENT FINANCIAL LIABILITIES - 101,219
NON-CURRENT FINANCIAL LIABILITIES 175,847,219 101,529,147
MEDIUM-/LONG-TERM LOANS — short-term portion - 16,314,954
SHORT-TERM LOANS 6,700,005 20,000,000
LOANS TO RELATED PARTIES 41,599 10,231
CURRENT FINANCIAL LIABILITIES 6,741,604 36,325,185
FAIR VALUE OF INTEREST RATE DERIVATIVES - -
FAIR VALUE OF EXCHANGE RATE DERIVATIVES - -
OTHER CURRENT FINANCIAL LIABILITIES 4,322,829 152,091
OTHER CURRENT FINANCIAL LIABILITIES 4,322,829 152,091
CURRENT FINANCIAL LIABILITIES 11,064,433 36,477,276

As required by the Amendments to IAS 7, disclosures on the changes in financial liabilities are presented below, with

indication of cash and non-cash movements:

Financial liabilities . A Other
31.12.2017 Cash Flow Reclassification 30.06.2018
(amounts in Euro) changes
Gross non-current loans payable 102,371,142 77,628,860 - -2 180,000,000
Gross current loans payable 36,746,771 -30,046,768 - 41,601 6,741,604
Total loans payable 139,117,913 47,582,092 - 41,599 186,741,604
Amortised cost -1,364,800 - - 2,787,981 -4,152,781
Other non-current financial liabilities 101,219 -101,219 - - -
Other current financial liabilities 152,091 -152,091 - 4,322,829 4,322,829
Financial liabilities: 138,006,423 47,328,782 - 1,576,447 186,911,652




The net financial position is broken down below:
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Net financial position

(amounts in Euro thousands) 30.06.2018 31.12.2017
Non-current bonds -175,847,219 -
Current bonds - -

Bonds: -175,847,219 -
Non-current loans payable - -101,427,928
Current loans payable -6,741,604 -36,325,185
Other non-current financial liabilities - -101,219
Other current financial liabilities -4,322,829 -152,091

Financial liabilities: -11,064,433 -138,006,423
Current loans and receivables 73,925,600 33,552,444
Other current financial assets 240,476 766,951

Financial assets: 74,166,076 34,319,395
Cash - _

Bank current accounts and deposits 2,724,773 23,005,976
Cash and cash equivalents: 2,724,773 23,005,976
Net financial position (*) -110,020,803 -80,681,052

Non-current loans and receivables 84,782,853 53,832,853

Other non-current financial assets 1,064,817 -

Net financial position of operations -24,173,133 -26,848,199
of which payables / (receivables):

- non-current -89,999,549 -47,696,294

- current 65,826,416 20,848,095

(*) Net financial debt drawn up in accordance with the framework provided for by Recommendation ESMA/2013/319

In January 2018, the Company issued a 3.5% fixed-rate senior unsecured bond of 180 million Euros - maturing in 2025
- listed on the Luxembourg Stock Exchange and on the MOT.

The effect of the amortised cost on this item amounted to 4.153 million Euros at 30 June 2018.

In February 2018, the Company signed an agreement with Banco BPM for a credit line of 100 million Euros, consisting
of an LTA (long term) cash credit line of 20 million expiring on 31 December 2023 and one "revolving" credit line of 80
million Euros expiring on 30 June 2023, with possibility for the Bank to re-allocate the line to a limited group of
relationship banks. To date, Banca Monte Paschi and Banca Intesa have taken part in the agreement for 25 million
Euros each.

The short-term banking credit facilities amounted to a total of 98 million Euros, against utilisation of 6.7 million Euros.
Bank credit facilities for exchange risk hedging transactions amounted to 2 million Euros, and were unused as of the
current date.
The medium- and long-term banking credit facilities amounted to a total of 19 million Euros, and were unused as of the
current date.

Fair Value

The fair value of medium- and long-term financial liabilities, taking account of the fact that these are almost exclusively
for variable-rate funding and that the terms renegotiated with the banking counterparties are in line with the average
levels for the market and the segment — even considering the residual volatility of the markets and the relative
uncertainty in identifying “reference” conditions — as measured is not significantly different overall from the carrying
amounts.
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Trade payables and other payables (note 17)

(amounts in Euro) 30.06.2018 31.12.2017

With third parties - -
OTHER NON-CURRENT PAYABLES - -
TRADE PAYABLES AND OTHER NON-CURRENT PAYABLES - -

With related parties 478 16
With third parties 151,475 245,306
CURRENT TRADE PAYABLES 151,953 245,322
With related parties 12,050 188,490
With third parties 653,871 170,036
OTHER CURRENT PAYABLES 665,921 358,526
TRADE PAYABLES AND OTHER CURRENT PAYABLES 817,874 603,848

Current taxes payables (note 18)

(amounts in Euro) 30.06.2018 31.12.2017

Current taxes payables 251,325 128,190

Employee severance indemnities and retirement benefits (note 19)
The company had no employee severance indemnities or retirement benefits.

Number of employees
The number of employees refers only to the fully consolidated companies and is divided into categories:

Employees 31.12.2017 Changes 30.06.2018
Executives 1 - 1
Clerical staff 1 - 1
Total 2 - 2

Provision for risks and liabilities (note 20)

There were no provisions for risks and liabilities as at 30 June 2018.

7. Commitments and risks

No significant events occurred as worthy of note.
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Carraro International S.E. is controlled directly by Carraro S.p.A., which as at 30.06.2018 held 100% of the shares outstanding.

The details of the transactions between Carraro International S.E. and other affiliated companies according to principle IAS 24 and Consob requirements, are indicated below.

Financial and equity transactions

Economic transactions

(amounts in Euro) Trade Trade Purchase Other Income from Financial Value Current and

Financial Financial receivables payables Sales income . Other financial adjustments

assets liabilities and other and other revenues of and equity income costs and of financial deferred
. v services investments expenses income taxes
receivables payables expenses assets

Other related parties:
Carraro S.p.A. 88,986,913 959,576 134,758 12,528 52,007 8,133 - 2,392,915 -200,420
Carraro Drive Tech S.p.A. 63,945,837 808,760 - - 121,643 - - 4,171,607 2,053,898
SIAP S.p.A. 7,977 2,218 - - 23,931 - - - 2,218
Carraro India Ltd. 47,731- - - - 43,802 - -171 -
Carraro China Drive System Co. Ltd. 7,160 - - - 7,160 - - -
Carraro Argentina S.A. 49,983 - - - 7,989 - - -
Agriming Agriculture Equipment Co. Ltd. -261,474
Elettronica Santerno S.p.A. 5,662,853 - - - - - - -
TOTAL 158,708,454 1,770,554 134,758 12,528 256,532 8,133 -171 4,171,607 4,446,813 2,218 -261,474 -200,420

10.Events subsequent to the reporting date.

Nothing to report.
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ANNEX TO THE HALF-YEARLY FINANCIAL STATEMENTS AT 30 JUNE 2018

1. Transition to the IAS/IFRS international accounting standards.

The half-year condensed financial statements as at 30 June 2018 are the first financial statements prepared in

accordance with the IAS/IFRS international accounting standards issued by the International Accounting Standards

Board (IASB) and the interpretations of the International Financial Reporting Standard Interpretation Committee

(IFRS IC, formerly IFRIC) and of the previous Standing Interpretations Committee (SIC) (hereinafter "IAS/IFRS

Standards"), endorsed by the European Union following the entry into force of Regulation (EC) no. 1606/2002 issued

by the European Parliament and the European Council in July 2002.

In compliance with IFRS 1 - First-time adoption of International Financial Reporting Standards, the Company has

redetermined the following statements according to the IAS/IFRS standards:

- Statement of financial position at the transition date (1 January 2017), which corresponds to the beginning of the
comparative year;

- Statement of financial position and Income Statement for the year ending 31 December 2017; this financial year is
presented for comparative purposes at the date of the first IAS/IFRS financial statements;

As required by IFRS 1, at the transition date (1 January 2017) a statement of financial position was drawn up in which:

- all assets and liabilities that could be recognised under the new standards were recognised;

- assets and liabilities were measured at the values that would have been determined if the new standards had been

applied retrospectively.

The effect of the adjustment to the new accounting standards of the initial balances of assets and liabilities was

recognised in Shareholders’ equity or in Other comprehensive income, in a special reserve (First Time Adoption “FTA”

reserve), net of the related tax effect from time to time recognised in deferred tax assets or liabilities.

To illustrate the effects of the transition to IAS/IFRS on the Company's financial statements, the reconciliations

envisaged in paragraphs no. 24 (a) and (b) and no. 25 of IFRS 1 are provided in this document.

For this purpose, the following documents were drawn up:

- the notes on the rules for first application of the standards;

- the reconciliation statements between shareholders' equity according to the previous accounting standards and
shareholders’ equity recorded in compliance with IAS/IFRS on 1 January 2017 and for the year ended 31 December 2017;

- the reconciliation statement of the profit (loss) reported in the financial statements for FY2017 drawn up according
to the previous accounting standards, with the profit (loss)resulting from application of the IAS/IFRS in the same
financial year;

- the notes to the reconciliation statements;

- the TAS/IFRS statement of financial position at 1 January 2017, at 31 December 2017 and the IAS/IFRS income
statement for the year ended 31 December 2017.

Moreover, it should be noted that, since the Company is part of the Carraro group, the restatement of its financial

statements in line with the International Accounting Standards has historically been required to consolidate them

within the Group's consolidated financial statements. The transition to IAS/IFRS did not produce different results

compared to those identified in the past in the process of consolidating the Company's financial statements in the

Group’s consolidated financial statements, except for a different classification between the FTA Reserve and other

shareholders’ equity reserves.

2. Notes on first application rules
The opening statement of financial position as at 1 January 2017, the income statement for FY2017 and the statement
of financial position as at 31 December 2017 were drawn up in accordance with the IAS/IFRS standards applicable as of

1 January 2018. In the process of transition to the IAS/IFRS international accounting standards, the estimates
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previously formulated according to the Luxembourg accounting principles were maintained, unless the adoption of the
IAS/IFRS accounting standards required making estimates according to different methods. The effect of the
adjustment to the new accounting standards took into account the related tax effects, which were recorded among

deferred tax assets or deferred tax liabilities.

3. Financial statements

With regard to the new financial statements, the "current / non-current” distinction was adopted in the statement of
financial position as the method for representing assets and liabilities; as regards the income statement, the company
opted for using two statements, the first called "income statement" and the second called "comprehensive income
statement". These choices led to a reclassification of the historical financial statements drawn up according to the
Luxembourg accounting principles. With specific reference to the income statement items, the classification by nature

of revenues and costs was maintained.

A) Reconciliation between shareholders' equity and profit (loss) reported in the financial statements
drawn up in accordance with the Lux Gaap principles and shareholders’ equity-profit(loss)
reported in the IAS/IFRS financial statements

Notes 01.01.2017 Dividends Net 31.12.2017
Shareholders' equity of the Company )
according to the Lux Gaap principles 8,447,233 1,200,000 10,480,122 17,727,355
Valuation of receivables and payables
according to the Amortised Cost criterion 270,307 139,376 409,683
Tax effect -78,984 - -40,725 -119,709
Shareholders' equity of the Company }
according to the IAS/IFRS 8,638,556 1,200,000 10,578,773 18,017,329
Adjustments

The items and amounts shown in the above schedules of reconciliation between shareholders’ equity at 1 January 2017
and 31 December 2017 as measured according to the Lux Gaap and according to the IAS/IFRS accounting standards
are commented below.

1) Pursuant to IAS 39, a financial asset or liability must be recorded at amortised cost; in particular, the amortised
cost of a financial asset or liability is "the value at which the asset or liability was measured at the time of initial
recognition net of capital repayments, increased or decreased by the overall amortisation using the effective
interest criterion on any difference between the initial value and the value at maturity, and less any reduction
(directly or through the use of a provision) due to impairment".

The effective interest criterion is the method of calculating the amortised cost and allocating the interest income
and expense over the life of the asset or financial liability.

The transition to the IAS/IFRS accounting standards therefore required that the amortised cost method be applied
to assess Carraro International S.E.’s financial debt as at 1 January 2018, such accounting criteria not being
required by the Lux Gaap standards applied until 31 December 2017.

The effect of the adjustment to the new international accounting standards took into account the related tax

effects, which were recorded among deferred tax assets or deferred tax liabilities.
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B) Reconciliation of the statement of financial position as at 31 December 2017 from the previous Lux

Gaap principles to the IAS / IFRS accounting standards

(amounts in Euro) LUX GAAP RETTIFICHE IAS/IFRS
01.01.2017 IAS 01.01.2017
1) Property, plant and equipment - - -
2) Intangible fixed assets 25,002 - 25,002
3) Real estate investments - - -
4) Investments 39,685,031 - 39,685,031
5) Financial assets 76,662,853 - 76,662,853
6) Deferred tax assets - - -
7) Trade receivables and other receivables 30,142 - 30,142
TOTAL NON-CURRENT ASSETS 116,403,028 - 116,403,028
1) Closing inventory - - -
2) Trade receivables and other receivables 262,278 - 262,278
3) Financial assets 30,609,934 - 30,609,934
4) Cash and cash equivalents 14,319,195 - 14,319,195
TOTAL CURRENT ASSETS 45,191,407 - 45,191,407
TOTAL ASSETS 161,594,435 - 161,594,435
1) Share Capital 39,318,000 - 39,318,000
2) Other Reserves 2,009,952 191,323 2,201,275
Legal reserve 1,214,402 - 1,214,402
Wealth tax reserve 795,550 - 795,550
FTA reserve - 191,323 191,323
3) Profits/(Losses) brought forward -26,455,733 - -26,455,733
4) IAS/IFRS reserves - - -
5) Provision for discounting employee benefits - - -
6) Profit/(Loss) for the period -6,424,986 - -6,424,986
TOTAL SHAREHOLDERS’ EQUITY 8,447,233 191,323 8,638,556
1) Financial liabilities 118,244,625 -270,307 117,974,318
2) Trade payables and other payables - - -
3) Deferred tax liabilities - 78,084 78,084
4) Provision for employee benefits/retirement - - -
5) Provisions for risks and liabilities - - -
TOTAL NON-CURRENT LIABILITIES 118,244,625 -191,323 118,053,302
1) Financial liabilities 33,882,549 - 33,882,549
2) Trade payables and other payables 374,595 - 374,595
3) Current taxes payables 645,433 - 645,433
4) Provisions for risks and liabilities - - -
TOTAL CURRENT LIABILITIES 34,902,577 - 34,902,577
TOTAL LIABILITIES 153,147,202 -191,323 152,955,879
TOTAL SHAREHOLDERS’ EQUITY AND
LIABILITIES 161,594,435 - 161,594,435
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(amounts in Euro) LUX GAAP RETTIFICHE IAS/IFRS

31.12.2017 IAS 31.12.2017
1) Property, plant and equipment - - -
2) Intangible fixed assets 12,484 - 12,484
3) Real estate investments - - -
4) Investments 45,579,659 - 45,579,659
5) Financial assets 53,832,853 - 53,832,853
6) Deferred tax assets - - -
7) Trade receivables and other receivables 30,142 - 30,142
TOTAL NON-CURRENT ASSETS 99,455,138 - 99,455,138
1) Closing inventory - - -
2) Trade receivables and other receivables 94,991 - 94,991
3) Financial assets 34,319,395 - 34,319,395
4) Cash and cash equivalents 23,005,976 - 23,005,976
TOTAL CURRENT ASSETS 57,420,362 - 57,420,362
TOTAL ASSETS 156,875,500 - 156,875,500
1) Share Capital 13,500,000 - 13,500,000
2) Other Reserves 2,009,952 191,323 2,201,275
Legal reserve 1,214,402 - 1,214,402
Wealth tax reserve 795,550 - 795,550
FTA reserve - 191,323 191,323
3) Profits/(Losses) brought forward -8,262,719 - -8,262,719
4) IAS/IFRS reserves - - -
5) Provision for discounting employee benefits - - -
6) Profit/(Loss) for the period 10,480,122 98,651 10,578,773
TOTAL SHAREHOLDERS’ EQUITY 17,727,355 289,974 18,017,329
1) Financial liabilities 101,938,831 -409,683 101,529,148
2) Trade payables and other payables - - -
3) Deferred tax liabilities - 119,709 119,709
4) Provision for employee benefits/retirement - - -
5) Provisions for risks and liabilities - - -
TOTAL NON-CURRENT LIABILITIES 101,938,831 -289,974 101,648,857
1) Financial liabilities 36,477,276 - 36,477,276
2) Trade payables and other payables 603,848 - 603,848
3) Current taxes payables 128,190 - 128,190
4) Provisions for risks and liabilities - - -
TOTAL CURRENT LIABILITIES 37,209,314 - 37,209,314
TOTAL LIABILITIES 139,148,145 -289,974 138,858,171

TOTAL SHAREHOLDERS’ EQUITY AND

LIABILITIES

156,875,500

156,875,500



Interim Financial Report at 30 June 2018

C) Reconciliation of the income statement as at 31 December 2017 from the previous Lux Gaap

principles to the IAS / IFRS accounting standards

LUX GAAP ADJUSTMENTS IAS/IFRS

(amounts in Euro) 31.12.2017 IAS 31.12.2017
A) REVENUES FROM SALES

1) Products - - -

2) Services 299,949 - 299,949

3) Other revenues - - -
TOTAL REVENUES FROM SALES 299,949 - 299,949

1) Purchases of goods and materials - -

2) Service 544,943 - 544,943
3) Use of third-party goods and services 45,146 - 45,146
4) Personnel costs 262,220 - 262,220
5) Amortisation, depreciation and impairment of

assets 12,518 - 12,518

6) Changes in inventories - - _

7) Provision for risks and other liabilities - - -

8) Other income and expenses 153,517 153,517

9) Internal construction - - -
TOTAL OPERATING COSTS 1,018,344 - 1,018,344
OPERATING PROFIT/(LOSS) -718,395 - -718,395
10) Income and expenses from equity investments 12,664,550 - 12,664,550
11) Other financial income 5,606,169 - 5,606,169
12) Financial costs and expenses -5,302,502 139,376 -5,163,126
13) Net gains/(losses) on foreign exchange -1,820 - -1,820
14) Value adjustments of financial assets -1,624,179 - -1,624,179
NET GAINS/(LOSSES) ON FINANCIAL
ASSETS 11,342,218 139,376 11,481,594
PROFIT/(LOSS) BEFORE TAXES 10,623,823 139,376 10,763,199
15) Current and deferred income taxes 143,701 40,725 184,426
NET PROFIT/(LOSS) 10,480,122 98,651 10,578,773

Th air

Enrico Carraro
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Directors’ statement of liability

1. The Directors of Carraro International S.E. hereby certify the adequacy, with respect to the company’s
characteristics, and the effective application of the administrative and accounting procedures for the preparation of the
condensed interim financial statements during the first half of 2018.

2, In this regard no significant aspects emerged which require disclosure.

3. We can also certify that:

3.1 the condensed interim financial statements:

a) were prepared in conformity with the applicable international accounting standards endorsed by the European
Community under the terms of Regulation (EC) N° 1606/2002 of the European Parliament and Council, of July 19,
2002;

b) correspond to the accounting records;

¢) give a true and fair picture of the financial position and performance of the Group and of all the companies included
in the scope of consolidation;

3.2 The interim report on operations contains a reliable analysis of the references to important events that occurred in
the first six months of the year and their impact on the condensed interim financial statements, together with a
description of the main risks and uncertainties for the remaining six months of the year. The interim report on
operations also includes a reliable analysis of significant operations with related parties.

Date: 26 July 2018

Enriedf Carrarc

(Chairman of the Board of Directors)





