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THE CULTURE OF BUILDING

The origins of the company date back to 1921 with its incorpo-
ration, in Recoaro Terme (Vicenza, Italy). In the Fifties and Se-
venties, the company, after moving to Vicenza, acquired orders
in the field of major works both in the public and private sec-
tor, and developed a full range of industrial initiatives related
to the construction industry (factories for prefabrication, for the
production of concrete, for the processing of iron for reinforced
concrete).

In 1976, the scope of the company extended abroad, with the
incorporation of Delma S.p.A. and the acquisition of important
works in extra-UE countries.

The Group is currently active in large civil, industrial and in-
frastructural engineering projects and is one of the top fifteen
Italian general companies in Italy in terms of turnover, number
of employees and order backlog, as well as one of the top two
hundred international companies, according to the ENR classifi-
cation. Besides being active in the construction sector, the Group
operates in the fields of solutions for environmental issues, real
estate and finance.

The Group companies are members of the most qualified Italian
and international associations and bodies.
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FINANCIAL STATEMENTS 2018
AND 2019-2021 BUSINESS PLAN

SUMMARY DATA
NET EQUITY VALUE OF PRODUCTION
104 496
84 73 492
2018 2019E 2020E 2021E 2018 2019E 2020E 2021E
EBIT NFP
Result before taxes and financial charges Net financial position

30
26
24
-63
-47
I -43 -40
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ORDER BACKLOG AS OF 31.12.2018

BY ACTIVITY SECTOR

TOTAL MILLIONS € 1,866

PUBLIC mil.€ 1,410 75,57%
CONCESSIONS milL.€ 299 16,02%

PRIVATE mil.€ 157 8,41%

BY AREA

ITALY mil.€ 1,236 66,24%

FOREIGN COUNTRIES mil.€ 630 33,76%

BY TYPE

ROAD WORKS mil.€ 409 21,92%

RAILWAY WORKS mil.€ 560 30,01%

OTHER INFRASTRUCTURES mil.€ 386 20,69%

BUILDING SEGMENT mil.€ 511 27,38%
CONSOLIDATED PRODUCTION 2018 I TOTAL MILLIONS € 306
PUBLIC milL.€ 194 63,40%

PRIVATE mil. € 84 27,45%

OTHER COMPANIES mil. € 28 9,15%
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MAIN BUILDING
SITES IN PROGRESS

IN ITALY

BRESCIA
CATANIA
FERRARA
MILAN

MODENA
NAPLES

NUORO
VENICE
VERONA

VICENZA

Railways
Military
Building sector
Building sector

Hotels
Building sector
Railways

Railways

Metropolitane
Military

Dams

Airports
Building sector

Amusement parks
Building sector

Military
Roads
Military
Roads

IN THE WORLD

AUSTRIA

CAPE VERDE
CYPRUS
GIBUTI
KENYA

LEBANON
LIBYA
OMAN
QATAR
ROMANIA

Bridges/Galleries

Airports
Building sector
Military

Smart City

Dams

Building sector
Hospitals
Military
Military

- RFI - Construction of the HS/HC railway line between Milan and Verona

- US Navy - Construction of two hangars in Sigonella

- Miscellaneous customers - Works in the petrochemical industrial site “Enichem”
- Coima - Construction of the office and commercial complex

called “Corso Como Place” in Via Bonnet

- Unipol Sai - “The Big” Hotel redevelopment
- Enel - Redevelopment of the logistics hub in Carpi
- Ente Autonomo Volturno - Modernization and upgrading of the former “Alifana”

railway line between Piscinola and Secondigliano

- Ente Autonomo Volturno - Modernization and upgrading of the former “Alifana”

railway line between Secondigliano and Di Vittorio

- Ansaldo STS - Naples subway, various lots of line 1 and line 6

- US Navy - “MACC Naples” framework contract

- Consorzio Bonifica Sardegna Centrale - Construction of the Maccheronis dam

- Save SpA - Adaptation and upgrading of flight infrastructures, Marco Polo Airport
- Torre SGR - Restoration and redevelopment of the former

“La Rotonda” ice production plant

- Gardaland SpA - Construction of the new thematic area of the Gardaland park
- Sviluppo Cotorossi SpA - Office, commercial and residential complex

called “Borgo Berga”

- US Navy - Construction of “UEPH” dwelling units

- ANAS - Completion of the Vicenza ring road

- US Army - “MATOC Vicenza” framework contract

- BS VR VI PD Motorway - Montecchio Maggiore tollbooth

- ASFINAG - A26 motorway, construction of a bridge over the Danube

and of the connection tunnels to Linz

- Ministry of Infrastructure - Expansion of the Praia International Airport

- Cypeir Properties LTD - Construction of the “Limassol Delmar” residential center
- US Navy - “MACC Djibouti” framework contract

- KoTDA - Design and construction of the infrastructure

for the development of the new Smart City of Konza

- Ministry of Energy and Water - Construction of the Mseilha Dam

- LIFECO - Industrial building in Marsa Brega

- Ministry of Defense - Expansion of the Al Khoudh Military Hospital
- Ministry of Defense - Infrastructural works and buildings

- US Navy - “JOC Romani” framework contract in Deveselu
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ICM GROUP

REPORT

ON OPERATIONS

Dear Shareholders,

We herewith submit to you the consolidated

financial statements closed as of December 31, 2018,
which together with the separate financial statements,
were subject to legal review pursuant to article 14 of
the Italian Legislative Decree No. 39 dated Jan. 27,
2010 by the firm Deloitte & Touche S.p.A..

REPORT ON OPERATIONS

CHANGES IN THE ECONOMY

The moderate expansive cycle of GDP, which began
in 2015, seems to be over. This slowdown is rooted in
both global phenomena - such as the trade conflicts
triggered by the US administration, the slowdown in the
Chinese GDP and, more generally, in world trade - and
domestic ones. As for the latter, it should be noted that
the regulatory framework of public contracts continues
to cause significant delays in investment processes; this
results in an uncertainty that also hampers investment
choices by private operators. Furthermore, the tensions
of the financial markets linked to the trend of the spread
on government securities and the consequent effects on
the operations of the financial system feed a climate of
general uncertainty.

In any case, the responses offered in the context of the
2019 budgetary maneuver appear weak and uncertain.

The growth forecasts for national wealth, set at +1.5%
in the 2018 draft budget law and subsequently reduced
to +1% in the maneuver approved by the Parliament,
now appear at least optimistic. The latest forecasts an-
nounced by the European Commission and substantially
confirmed by the Italian government further reduce GDP
growth forecast for 2019 to +0.2%.

In this context, the fundamental contribution of the
construction sector to the consolidated recovery of the
Italian economy has been lacking and continues to be
lacking. Nevertheless, in terms of investments, the sec-
tor continues to offer a significant contribution, equal to
8% of the Italian GDP. Moreover, by virtue of its long and
complex supply chain, which links constructions to more
than 90% of the economic sectors, a substantial growth in
the construction industry would likely allow the Country
to realign its GDP growth rate with that expressed by the

other Countries of the European Union.
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THE CONSTRUCTION
INDUSTRY
IN ITALY

2018 was also a year of profoundly uncertain sec-
tor dynamics, eroding the positive expectations that
had initially been set at the beginning of last year. The
much hoped-for recovery in investment in public works,
theoretically supported by the measures envisaged by
the Government in the latest Budget Laws, did not take
place and, therefore, it could not drive the recovery of the
entire sector. The positive signs noticed in 2018 in the
residential and non-residential private sector have not
been able, unfortunately, to offset the lack of growth in
investments in public works. The result is the estimate
made by ANCE for the year just ended, which shows only
a slight increase in investments in constructions, equal
to 1.5% in real terms. This result is absolutely insufficient
to recover the heavy losses recorded in almost a decade
of crisis: production levels, in fact, have been reduced in
this time frame by about a third, resulting in the closure
of more than 120 thousand companies and the loss of 600
thousand jobs.

This result was mainly affected by the continuation of
the negative trend recorded in public works, which pre-
vented the long-awaited change in the sign of construc-
tion investments as a whole.

Concerning employment, available data do not yet
show any evidence of a univocal and well-defined trend.
In 2018, according to ISTAT data, there was a further 1.5%
reduction in the number of employees compared to the
same period in 2017. This thwarts the timid signal of in-
crease recorded in 2017 (+0.9%) after the trend of strong
and uninterrupted downturns that began in 2009.

The year just ended was also characterized by the
emergence of corporate crises, unprecedented in the
history of the sector in terms of both the number and the

size of the companies involved, which led to the opening

REPORT ON OPERATIONS

of bankruptcy procedures for some of the main economic
operators in the sector.

Given the vastness and the size of the phenomenon,
this situation has produced significant effects on many
companies in the supply chain and has generated special
attention by the financial institutions on the entire sector.

On the other hand, it should also be noted that this
same situation could represent an opportunity to start an
overall rethinking of the structure of the sector, achieve
a reorganization of the same and start a virtuous process
aimed at eliminating the distortions that have accompa-
nied it in recent decades, supporting the operators better
organized and structured.

The analysis by individual activity areas conducted by
ANCE for 2018 shows an increase of 3.0% in real terms
compared to 2017 in investments in new houses. This
increase is confirmed by the positive trend recorded in
the building permits as well as in the amount of loans
granted to finance investments in housing construction
projects, which in the first nine months of 2018 recorded
a first timid positive sign of 1.6%, after having recorded a
contraction of 77.1% in the period 2007-2017.

The positive trend of investments in the upgrading of
the housing stock continues, with an estimated growth of
0.5% in real terms compared to 2017. This activity area
continues to be supported by substantial dedicated tax
incentives.

Private investment in non-residential constructions
also performed well, with an increase of 4.8% in real
terms compared to 2017.

On the contrary, with regard to public investment, it is
estimated that in 2018 there will be a further decline of
3.2% in view of the difficulties and delays in implementing
the measures to support public investments envisaged
by the Government in its measures in recent years. The
uncertain international economic situation, associated to
the delicate domestic political and economic situation,

makes the trend for 2019 uncertain. The level of wealth
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in Italy - the only European country, apart from Greece,
which is still below pre-crisis levels (-4.2% compared
to the 2017 GDP). In the light of all these elements, any
hypothesis of concrete and substantial recovery seems
therefore unlikely and far in time.

For the current year, ANCE forecasts an increase in
construction investments by 2% in real terms, a slight
increase compared to the last period (1.5% in 2018). This
estimate will be focused as for 0.7% on extraordinary
maintenance on the housing stock and as for 3% on in-
vestments in new private residential and non-residential
buildings. It is also estimated that there will be a 1.8%
increase in the public works sector, as a first slight posi-
tive sign reversing the long negative trend that has been

underway since 2005.

THE CONSTRUCTION
SECTOR ABROAD

Over the past 10 years, the average annual growth in
cross-border turnover has been equal to 9.3%, compared
to a decrease in domestic turnover of 3.3% per year. The
latest data available from the ANCE report, referring
to a sample of 46 Italian companies, show that foreign
turnover for 2017 was greater than EUR 14 billion, up 2%
compared to 2016, and equal to 74% of total production,
a situation diametrically opposed to the first year of anal-
ysis (ANCE) 2004 when foreign production represented
just over 31 %.

There was also a sharp increase in the acquisition
of new orders; new works were 298 (+54% compared to
2016) for an equivalent value of 17.4 billion. New orders
are mainly concentrated in European Union countries
(24%), North America (19.4%), the Middle East (16.7%)

and Europe outside the EU (12.1%). Overall, Italian com-
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panies are present in 92 Countries with 811 construction
sites, for a total value of 82 billion and a works backlog to

be carried out of more than 51 billion.

ACTIVITIES
OF THE GROUP

The persistence of the negative national economic
situation has led the Group to consolidate its policy of
territorial diversification and to intensify its participa-
tion in tender procedures.

Revenues in 2018 amounted to EUR 305.7 million. The
overall result shows an increase compared to the previ-
ous period despite the fact that it was partly affected by
the delay or failure to start, for reasons not attributable
to the Group, of important contracts already acquired.

The delayed start of the concession for the construc-
tion of the Brescia-Verona high-speed railway, managed
through Consorzio Cepav 2, should be noted in this re-
spect. The accumulated delays, generated by objectively
unforeseeable circumstances, even though they had a
negative impact on expected production volumes, did
not compromise the margins achieved during the peri-
od, also thanks to the positive closure of some orders.

In terms of realized margins, the EBITDA was equal
to EUR 38.9 million (12.7% of revenues), EBIT was EUR
24.1 million (7.9%) and the Group net income was EUR
7.1 million (2.3%].

The net financial position improved by 32% compared
to the preceding period and was equal to EUR -63.5
million compared to EUR -93.3 million at December 31,
2017.

The consolidated financial statements of the Group
were drawn up according to the IAS (International Ac-

counting Standard) and IFRS (International Financial
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Design and construction

of the infrastructure for the development
of the new Smart City of Konza, in Kenya:
the future Silicon Savannah

Reporting Standard) international accounting standards.
For further details on these standards, reference shall
be made to the Explanatory Notes to the Consolidated
Financial Statements.

Starting from the 2018 financial period, the ICM
Group adopted the IFRS 15 accounting standard. This
standard provides a new regulatory framework for the
recognition of revenues from the sale of goods and
services to customers (including contracts relating to
contract work in progress). The new standard has led to
some substantial changes in the accounting treatment

of some specific items in the financial statements. In
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this sense, the tables of the Statement of Financial Po-
sition were adjusted to provide a representation comply-
ing with IFRS 15. Specifically, the most significant effect
that emerges results from the application of standards
stricter than in the past in relation to the booking to the
financial statements of revenues from the sale of ser-
vices. The standard requires that the value adjustments
resulting from the application of the new rules, which
are stricter and more prudent than in the past, are rec-
ognized, in the first-time adoption method, with direct
recognition in the initial net equity.

Again in application of the new accounting standard,
a new item was added under the long-term assets
called “contractual costs”, which is intended to include
the costs incurred to obtain and execute the contracts;
these costs are subsequently booked to the income
statement under the item “amortizations, set-asides
and depreciations” on the basis of the progress of the
work.

In addition, the assets and liabilities arising from the
contract were reclassified to the items “Contractual
assets” and “Contractual liabilities” of the Statement of
Financial Position.

The application of the new accounting standard as
described above has led to a prudent reduction in the
book value of work in progress of EUR -11.4 million
through an adjustment made to the start balance of the
Statement of Changes in Equity for 2018.

It shall be underlined that the economic and equity
performance of the Group are assessed also accord-
ing to some indicators not defined by the IFRS, among
which there are the EBITDA and the NFP. In particular,
considering that in the building field plants and equip-
ment necessary for the construction of the works are
indifferently either directly purchased or subject to spe-
cific leasing or rental contracts, it is deemed suitable to
calculate the EBITDA as gross value of all costs borne

for making available the technical equipment.



Construction, on b'gr;alf of Coima,
of “Corso Como Place”, an office

and commercial complex

in the Porta Nuova area of Milan
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RE-CLASSIFIED

INCOME STATEMENT Dec-31-18 Dec-31-17

REVENUES 305,721 100.0% 288,806 100.0%
Raw materials and consumables -43,954 -14.6% -30,082 -10.4%
Subcontracts -146,760 -48.0% -144,190 -49.9%
Other operating expenses -44,365 -14.5% -32,753 -11.3%
Personnel costs -31,788 -10.4% -28,644 -9.9%
EBITDA 38,854 12.7% 53,137 18.4%
Amortizations, rentals 4,774 _4.8% -31.838 -11.0%

and set-asides

EBIT 24,080 7.9% 21,299 7.6%

Suretyship charges

and bank expenses -4,310 -1.4% -4,645 -1.6%
Net financial income and expenses -8,290 -2.7% -8,440 -2.9%
Gain (loss) on exchange rates 9 0.0% 1,178 0.4%
Adjustments to the value

of financial assets -1,543 -0.5% -1,628 -0.6%
Profit (Loss) before taxes 10,033 3.3% 7,764 2.7%
Taxes -3,168 -1.0% -674 -0.2%
Net Profit (Loss) for the period 6,865 2.2% 7,090 2.5%
(Profit) Loss attributable 210 0.1% 1 0.0%

to minority interests

Net income (loss) of the Group 7,075 2.3% 7,091 2.5%
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As far as operating costs are concerned, the
incidence in percentage on revenues from subcon-
tracting was equal to 48% and was substantially in
line with the one reported in the previous period
(49.9%). Other operating expenses accounted for
14.5% of the total, an increase on the previous year
(11.3% in 2017), largely as a result of significant
insurance costs and technical consulting services
relating to new contracts.

Personnel costs amounted to EUR 31.8 million,
or 10.4% of revenues; they were slightly higher in
percentage terms than in the previous period (9.9%])
due to the greater use of resources in the produc-
tion sites.

The EBITDA was equal to EUR 38.9 million, cor-
responding to 12.7% of the value of production,
which is in line with the Group historical series. In
the previous period, given the higher margins that
emerged during the final testing of some Middle
Eastern orders, the EBITDA was equal to 18.4% of

the value of production. In the same period, pro-
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Construction of the Mseilha
dam in the Republic of Lebanon
on behalf of the Ministry

of Energy and Water

visions were made for contractual and receivables
risks, so much so that at the close of the 2018 fi-
nancial statements, provisions of various kinds (in-
cluding provisions for asset adjustments) were set
aside as for EUR 32 million.

The EBIT amounted to EUR 24.1 million, cor-
responding to 7.9% of total revenues. This index
showed an increase compared to the previous peri-
od in both absolute and percentage terms (EUR 21.3
million or 7.4% in 2017).

Also the component linked to the financial and
suretyship charges reflected the performance in
2017 in percentage, with a total value for the period
of EUR 12.5 million, net of which an EBT equal to 10
million was established.

The effect of the tax burden is slightly more sig-
nificant due to the fact that, compared to the previ-
ous period, margins were attained in countries with
an average higher tax burden.

The Group net income amounted to EUR 7.1 mil-

lion, in line with the result attained in 2017.
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RECLASSIFIED STATEMENT

OF FINANCIAL POSITION

Dec-31-18

REPORT ON OPERATIONS

Dec-31-17

Tangible long-term assets 45,931 43,441
Intangible long-term assets 5,907 6,333
Contract costs 24,839 27,312
Investments 6,975 7,045
Other net long-term assets 2,903 2,903
TOTAL Long-term assets (A) 86,555 87,034
Inventories 46,176 49,923
Contractual assets 113,534 135,032
Trade receivables 118,853 128,504
Intergroup trade receivables 5,134 2,713
Other assets 56,295 56,627
Subtotal 339,992 372,799
Trade payables -176,279 -202,546
Intergroup liabilities -7,863 -7,430
Other liabilities -86,268 -58,383
Subtotal -270,410 -268,359
Operating working capital (B) 69,582 104,440
Employee benefits -3,610 -3,800
Provisions for risks and charges -5,163 -5,380
Total funds (C) -8,773 -9,180
Net invested capital (D) = (A)+(B)+(C) 147,364 182,294
Cash and cash equivalents 75,310 80,384
Current financial receivables 19,789 21,039
Current financial liabilities -82,383 -101,522
Non-current financial liabilities -46,434 -63,478
Bonds -29,780 -29,713
Net financial payables/receivables (E) -63,498 -93,290
Net equity of the Group -69,499 -74,266
Net equity of minority interests -14,367 -14,738
Net Equity (F) = (D) + (E) 83,866 89,004
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With reference to the equity situation, the following shall

be underlined:

e tangible long-term assets amounted to EUR 45.9
million, with a net increase of EUR 2.5 million, cor-
responding to investments (net of disposals) as for
EUR 7 million after deduction of EUR 4.6 million of
amortizations;

e in application of the new accounting standards,
contractual assets, classified under current assets,
included “work in progress”, while contractual costs,
reclassified under the long-term assets, included

pre-operational order costs.

DESCRIPTION OF REAL ESTATE INITIATIVES

REPORT ON OPERATIONS

there was an overall decrease in the operating work-
ing capital, which amounted to EUR 69.6 million (EUR
104.4 million in 2017), mainly due to the reduction in
positions making up the current assets, which de-
creased to EUR 340 million from EUR 372.8 million
in 2017;

a net equity amounting to EUR 83.9 million, indicating
a ratio of 1.3 compared to the net financial position,
was observed;

building initiatives, booked at cost under the invento-
ries, as for EUR 42.9 million, are detailed in the table

here below.

NET BOOKING VALUE

Building, Land - Via dell'Edilizia - Vicenza
Municipality of Monastier (TV)
Trieste Former Stock Area

VI Est Initiative

VI Ovest Initiative

Fossalta Initiative

Zianigo

Apartments in Rome

Land in Pavia

Isola Vicentina

Other lands and initiatives

Total

11,951
1,601
3,247
5,490
5,835
4,065

845
933
2,465
554
5,870

42,856

Based on available estimates, the market value of these initiatives appears to be not lower than the booked amount.
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ECONOMIC PERFORMANCE
TREND OF THE GROUP

During the period 2018 and in the first period of the cur-
rent financial period, the main orders acquired were the
following:

e Save S.p.A., works relating to the upgrading of flight
infrastructures and of the runway of the “Marco Polo”
airport in Tessera - Venice, for a total value of EUR 106
million, the Group share was 60.7%, acting as princi-
pal;

e Asfinag (Austrian Motorway Company) in Austria,
infrastructural works for the construction of a ca-
ble-stayed bridge over the Danube river and tunnels
north and south of the bridge for a total value of EUR
132 million, the Group share was 46.5%, acting as
principal;

e Coima SGR Spa, construction of a building complex in
Milan, which is part of the “Porta Nuova Bonnet” de-
velopment project, worth EUR 38.3 million;

e construction of a residential complex in Limassol - Cy-
prus Island for a total value of EUR 88 million, of which
the Group share is 31%, acting as principal;

e US Navy, maintenance work and supplies in the mili-
tary base of Djibouti. The contract amounts to EUR 43
million and the Group share is 50%, acting as principal;

e Gardaland S.r.l,, extension of the hotel park through
the construction of three themed buildings worth EUR

11 million.

The Parent Company’ works backlog amounted to EUR
1.9 billion and was attained as for 66% in Italy, mainly in the
North of the country (49%). On the other hand, 34% of the
total was attained abroad, with a particular concentration
in East Africa (18%), North Africa (10%), and Europe (5%).

As for 73% it referred to infrastructural works (30%
railways and subways, 22% road works and 21% other in-

frastructures) and as for 27% to the building sector.

20
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BACKLOG SUMMARY BY GEOGRAPHICAL AREA
M taly

I North Africa

B Middle East

B East Africa

Il Europe

BACKLOG SUMMARY BY INDUSTRY SECTOR

B Road works 22%
B Railways 30%
B Otherinfrastructures  21%
B Building segments  27%

It shall be underlined that the Parent Company is cur-
rently studying the participation in new tenders worth a
total of about EUR 7.4 billion, with an own share of EUR 4.4
billion, of which 65% concentrated abroad and 35% in Italy.

With regards to the SOA qualification certifications,
the Parent Company can avail itself of registrations in 35
different categories, 10 of which for unlimited amounts,
besides being qualified in the first category with reference
to the regulation concerning general contractors, being
authorized to carry out, as such, works up to a maximum
amount of EUR 350 million.
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The Parent Company attained 58.3% of its revenues
abroad. The most significant contracts include the work
carried out on behalf of Generali Real Estate for the Pi-
acenza logistics hub, the completion of the work on the
M9 Museum in Mestre (VE), the extension-restyling of the
Auchan shopping mall in Taranto and the works concern-
ing the Hangars and Buildings at the Vicenza and Sigonella
military bases on behalf of the United States Government,
as well as the start of work at Venice airport on behalf of
SAVE. As far as infrastructures are concerned, subway and
railway works were carried out on behalf of the Ente Au-
tonomo Volturno and the Metropolitana di Napoli.

41.7% of the revenues related to contracts carried out
abroad, of which 55.8% were carried out in the Middle East
(Qatar, Oman and Lebanon), where a significant activity
continued mainly in the hospital and dam construction
sector, and 34.6% were carried out in Kenya as part of the
Smartcity order in Konza. The remaining foreign activity
was carried out mainly in the Cape Verde archipelago and
on the island of Cyprus.

Besides operating in the building sector, the Group
was active also in other traditional contexts such as that
of prefabrication, ecology, and the mining and processing
of basalt.

The subsidiary S.I.P.E.- Societa Industriale Prefab-
bricati Edili - S.p.A. produces turnkey industrial and civil
prefabricates using a concrete prefabricate structure.

Despite the difficult market situation, where a remark-
able stagnation in the demand persists, during the period
the company attained a turnover amounting to EUR 20
million (EUR 15.3 million in 2017) and an EBITDA of EUR
1.2 million (EUR 1 million in 2017).

It should be noted that the NFP amounted to EUR -1.6
million, showed a decrease by 30% compared to the previ-
ous period (EUR -2.3 million in 2017).

The current backlog is deemed to allow the preserva-
tion of the current volumes with a further improvement in

margins.
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Integra S.r.l. operates in the field of environmental
reclamation works, management of purification plants;
moreover, through the subsidiary, Integra Concessioni
S.r.l, it operates in the sector of concession activities/
project financing. Together with the subsidiary Integra
Concessioni S.r.l., it carried out an aggregated production
that amounted to EUR 13.9 million, in line with 2017, re-
cording an EBITDA of EUR 1.5 million substantially equal
to the one of the previous year (EUR 1.4 million in 2017).

Basalti Verona S.r.l. operates in Montecchia di Crosara
and Cattignano in the cultivation of basalt quarries and in
the transformation of basalt into products mainly destined
to the construction of railway lines and roads. During the
period, it attained a production of EUR 4.2 million, a de-
crease compared to the preceding period (EUR 6.3 million
in 2017). This aspect mainly referred to the modification
and replacement of some production lines, which led to a
slowdown in the activity during the period.

There was a further 15% improvement in the NFP com-
pared to the previous period, which amounted to EUR 1.2

million.

INVESTMENTS

Despite the production, both in Italy and abroad, is
increasingly oriented towards the activity of general con-
tractor, which involves a greater use of the award of work
to third parties or of the management through consortia
rather than directly executing the works using own means,
it should be noted that during the period the Group made

net investments in plants and equipment for EUR 7 million.
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ICM GROUP
4 :

THE CULTURE OF BUILDIN

PERSONNEL, RECRUITING
AND TRAINING ACTIVITIES

During the year, the policies concerning HR manage-
ment were inspired to the following by now consolidated
guidelines:

e assuring the workforce necessary for business man-
agement;

e promoting the growth of skills and expertise;

e assuring a careful management of costs;

e assuring a prudent management of the corporate hu-

man assets.

The management of human resources in the different
companies was articulated and differentiated according to
the corresponding operating needs.

The management of human resources according to
suppleness and flexibility principles is considered strate-
gic for the attainment of the corporate objectives.

In any case, for all companies, considering the context
characterized by the global crisis and difficulties on the
markets, focus is on the research of the optimal dimen-
sion of the resources also by means of policies aiming at
containing the workforce, above all in terms of structure,
and such activity will continue carefully also in the current
period.

Recruiting activities privileged the hiring of people new-
ly graduated in engineering, since internal education and
personnel loyalty have been set for long time as primary
ways to manage the most promising resources.

Training processes were developed through the organi-
zation of a relevant number of courses concerning safety,
quality and technical matters. Such courses were mainly
organized within the companies and held by internal and
external lecturers.

Furthermore, significant and widespread training pro-
grams were started aimed at expanding the knowledge

of the English language by the employees in view of the
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increasing expansion of the corporate business abroad.

Industrial relations continued within the framework of
the consolidated and collaborative institutional relations
with the most representative trade unions.

During the period, the company employed on an average
573 employees with a decrease by 51 units with reference
to those employed on an average in the preceding period.

As of the close of the period, there were 539 employees,

subdivided into 29 managers, 267 office workers, and 243

production workers.

Gallerie Commerciali Italia S.p.A.: extension and
restyling of the Auchan Shopping Center in Taranto (TA)
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RELATIONS WITH THE COMPANIES
OF THE GROUP

The belonging to the Group and essential homogeneity
of the sector in which the different allied enterprises op-
erate motivate intercompany relationships that are both
commercial and financial.

The terms on which both commercial transactions and

COMPANY
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financial relationships are ruled are in line with the usual
market ones.

Some companies of the Group adhere to the “National
Tax Consolidation” agreement. The company “MP Finan-
ziaria S.p.A.” acts as the controlling party of the consol-
idation group.

Here below, there is a summary of the relations with

other companies of the Group during the period.

AMOUNTS IN EURO/1000 RECEIVABLES PAYABLES REVENUES COSTS
MP Finanziaria Spa intercompany account 6,412 75 1,130
MP Finanziaria Spa for Taxes 2,967

MP Finanziaria Spa for VAT 957

MP Finanziaria Spa for VAT/Taxes 980 1,387

(Integra/SIPE/Basalti/Cl Scarl)

Acquasanta Scarl in liquidation 61 7

Comaso 14

Edimal Gran Sasso Scarl in liquidation 76 1

Elmas Scarl in liquidation 29

FCE Scarl in liquidation 231

Floridia Scarl in liquidation 49

Jonica Scarl 28

ICM USA LLC 234

ICGM Romania 338

Immobiliare Colli Srlin liquidation 374

Inc Engeobra 51

Maltauro Maroc 10

Maltauro Spencon Stirling 535

Mancon ICM Dubai 36

Olivo Scarl in liquidation 25 1
Opera Sette 23 8

Porto di Casciolino Scarl in liquidation 11

Porto di Casciolino Scarl in liquidation -C/ 37 48
San Cristoforo 29 45 27
Sanmichele Srl 5

Sesto Scarl in liquidation 31

Simal Srl 11 12

Stazione Chiaia Scarl - ICM 800 156

Stazione Chiaia Scarl - NM 1,601 1,245
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s o U 6T RECEIVABLES PAYABLES REVENUES COSTS
Suburbana Est Bologna Scarl in liquidation 53
AMIC 125 166
Ar.Ve. Scarl 15
Assi Stradali Scarl in liquidation 63
Codel.Ma Srl 171
Codel.Ma Srl 13,377
Consorzio Coferi in liquidation 108 6
Consorzio MRG L
Consorzio San Massimo 27
Delfur Scarl in liquidation 34
Diamante Paola Scarl in liquidation 80
Consorzio Fugist 392
Itaca Scarl 103
Malco Scarl 1,803 347 1,391
Monlis 18
Monteadriano 13
Ottavia 93 Scarl in liquidation 12
Porto Citta SpA 123
Porto Roccella Scarl in liquidation 54
GTB Scarl - NM 331 39 9
NTV Scarl - CS/ 929 257 1,553
Riviera Scarl - ICM 149
Riviera Scarl - NM 41 10 1M1
Robur Scarl - NM 138 10
Tradeciv Scarl - NM 100 7
Smacemex Scarl 492
Store 26 Scarl in liquidation 63
Other companies 934 556
Totals 29,827 7,863 1,121 5,540
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RISK MANAGEMENT

Risk management is an issue having strategic relevance
for the Group in order to allow the same to attain its own
targets.

With reference to this, the following risks have to be taken

into consideration:

BUSINESS-CONTEXT RELATED RISKS

This category includes the external risks resulting from
the macroeconomic and socio-political dynamics of a Coun-
try, from the sector trends and from the competitive sce-
nario, which could jeopardize the attainment of the Group’s
objectives, i.e. all those events whose occurrence cannot be
influenced by corporate decisions.

Due to the nature of these risks, the Group relies on its
forecasting and management capabilities in the event of an
occurrence of the same, integrating the risk vision into the
strategic and commercial planning processes.

The control over these risks is also ensured by the activity
monitoring the progress of the strategic objectives also in
terms of backlog composition and diversification and its pro-
gressive evolution in terms of risk profile.

In particular, the previous paragraph entitled “The con-
struction industry in ltaly” outlined the situation of the sector
in the country, and the difficulties it has been experiencing
for some years now. In order to face the consequent risks, in
recent years the Group has launched a significant policy of
geographical diversification of its backlog through the acqui-
sition of significant orders abroad. In addition, with reference
to the orders acquired in Italy, a careful evaluation of expected
margins is carried out with the aim of identifying the tenders
to participate in, selecting those with a margin and financial
profile considered consistent with the medium-term objec-
tives set by the Group Management.

Furthermore, the Group faces the risk associated with
the business environment by implementing a policy of bal-

anced diversification of its portfolio between different sectors
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(mainly: road works, railway works, other infrastructures and
the construction sector), as highlighted in the previous para-

graph entitled “Economic performance trend of the Group”.

OPERATIONAL RISKS

In this case, these are those risks that could jeopardize
the creation of value and that are due to an inefficient and/or
ineffective management of the regular business operation, in
particular with reference to the management of bids and the
actual execution of the orders.

To this end, the Group intends to hedge these risks al-
ready from the stage of analysis of the business initiative to
be undertaken in the light of the project’s risk-performance
assessment in case of awarding and of its impact on the
backlog configuration in terms of both concentration and
overall risk profile.

Therefore, the risk detection activity is then re-performed
upon awarding, and monitored and updated during the ex-
ecution of the project in order to detect the risk exposure
evolution in a timely manner and to take the appropriate mit-

igation actions promptly.

COUNTRY-RELATED RISK

The Group pursues its objectives by operating also abroad,
seizing business opportunities in several countries and thus
exposing itself to the risks resulting from the features and
conditions characterizing these countries, such as the polit-
ical, economic and social context, the local regulation, taxa-
tion, and operational complexity, as well as, last but not least,
the security conditions.

Knowing and constantly monitoring the Country risk
through specific indicators enables the Group to target busi-
ness strategies, as well as to better understand the opera-
tional environment and, therefore, to take precautions and/
or implement actions aimed at removing constraints and
mitigating potential threats.

In addition, in order to face this risk, the Group pursues a

policy of geographical diversification of its backlog, with the
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objective of distributing the volume of the works in a balanced
manner between ltaly and abroad and, in the latter sector, in
a distributed manner between various geographical areas,
as highlighted in the previous paragraph entitled “Economic

performance trend of the Group”.

COUNTERPARTY RISK

The counterparty dimension identifies the potential criti-
cal aspects associated with the relationships with the Group’s
Customers, Shareholders, Sub-Contractors and 