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Dear Shareholders,

The financial year ended 31 December 2018
closed with a Group's consolidated profit
of €87932,159 based on the IFRS and Luigi
Lavazza's profit of £57,786,500 based on Italian
GAAP (0IC).

With reference to Article 2428 of the Italian
Civil Code and Article 40 of Legislative Decree
No. 127(2-bis) of 9 April 1991, this Report on
Operations includes both information on the
financial statements of the Parent Company
Luigi Lavazza S.p.A., and the Report on
Operations of the Lavazza Group.

Annual Report 2018

A history made of innovation

Over 120 years ago, in his grocery shop in Turin Luigi Lavazza invented the concept of blending: the art of combining different
coffee varieties and origins, which even today distinguishes all of Lavazza products.

In the early decades of the 20" century, Lavazza was the first company to locally distribute coffee in bags bearing its logo.

In 1950, the company used for the first time vacuum tins in Italy to preserve coffee and in 1971 its first flexible vacuum brick pack.
The first Lavazza-branded multiple coffee packs were introduced in 1989.

In the same year, Lavazza entered the portioned coffee market, thus becoming the first Italian company to produce and market
capsule-based espresso systems. Thanks to ongoing collaborations with an international network of universities and scientific
institutes, Lavazza now has different platforms in the portioned coffee segment.

Innovation has always been closely intertwined with research, so that the company is known as an organisation with a “continuous
innovation cycle", ranging from the art of blending to vacuum-packed coffee, from portioned to instant coffee, from decaffeinated
coffee to the ISSpresso machine — developed alongside the Italian aerospace engineering firm Argotec (in a public-private
partnership with the Italian Space Agency) — capable of functioning in the extreme conditions of space.

It was this constant passion for quality that led the company in 1979 to set up the Luigi Lavazza Centre for Coffee Studies and
Research, dedicated to analysis and in-depth study of espresso and the spread of espresso culture. This then evolved into the
Lavazza Training Center, an international network of over 50 coffee schools throughout the world, where 30,000 people are
trained each year.

Constant innovation is also essential when it comes to the significant industrial investments in recent years that have made the
Group more efficient, flexible and nimble in responding to a constantly evolving market.

A multibrand Group

In recentyears, the Lavazza Group has embarked on aninternational development process aimed at consolidating itsindependence
and competitiveness at the global level, with the mission of being a premium pure coffee company: concentrating solely on high-
quality coffee by leveraging the value of its brand.

Specifically, the company has completed some important transactions. Merrild, a leading retail coffee brand in Denmark and the
Baltic countries, joined the Lavazza Group in 2015. In the same year, the Group also took over the distribution business for Lavazza
products from its local partner in Australia, thereby establishing a new subsidiary in Melbourne.

Since 2016, Carte Noire has been part of the Lavazza Group, which has included in its industrial system also the production site in
Lavérune, located in the Occitanie region. This important transaction allowed Lavazza to take a position on the strategic French
market, which is one of the top five coffee markets in the world and now the company's number-two market for the Group.

In addition, as part of its globalisation and premium positioning strategy, in 2017 the Group completed the acquisition of the
Canadian brand Kicking Horse Coffee Co. Ltd — a leader in the organic, fair-trade coffee segment in North America — acquiring
an 80% stake in the company.

In 2017, to strengthen its distribution strategy, Lavazza also acquired the shares in Espresso Service Proximité S.A., a company
specialising in the OCS segment, and an 80% stake in Nims S.p.A., an Italian firm specialising in distribution and direct door-to-
door sale of coffee capsules and coffee machines throughout Italy.

At year-end 2018, following the acquisition of Mars Drinks, the company set up the Lavazza Professional Business, which includes
the Flavia and Klix OCS and Vending systems.

PREMIUM PURE

COFFEE
COMPANY
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Operating Performance of the Lavazza Group

The following table shows the Group's operating and financial highlights at 31 December 2018 compared with the previous year:

€ million) 2018 Ratio % 2017 Ratio %
NET REVENUES 1,870.0 100.0% 1,710.3 100.0%
EBIT 110.7 5.9% 108.5 6.3%
EBITDA 197.3 10.6% 185.8 10.9%
ADJUSTED EBITDA 206.5 11.0% 189.5 11.1%
PROFIT FOR THE YEAR 87.9 4.7% 779 4.6%
CAPEX 100.7 99.2

NET FINANCIAL POSITION (15.0) (503.0)

EQUITY ATTRIBUTABLE TO THE GROUP 2,264.5 2,269.7

HEADCOUNT 3,836 3,085

General performance and market scenario

The global economy continued to grow in recent months, although signs of deterioration of the cycle have been seen in many
advanced and emerging economies, despite the modest level of inflation in most countries. The global trade outlook continues
to worsen, following the slowdown seen early in the previous year. The macroeconomic uncertainties have led to repercussions
on international financial markets, with a decline in long-term yields and a decrease in share prices.

The main cause of concern is the growing protectionism at the global level, and in particular the gradual deterioration of trade
relations between the USA and China, together with the uncertainties in Europe surrounding Brexit.

In the United States, the economy benefited from robust domestic demand, driven in turn by constant gains on the job market
and the confidence in the local economy shown by businesses and consumers. Although these elements are likely to persist in
the current year, some risk factors relating to the modest level of surplus production capacity and the uncertainty surrounding
the Federal Reserve's future decisions could condition the economic scenario.

Growth weakened in the Euro Area; in November, industrial production declined significantly in Germany, France and Italy. While
remaining well in positive territory, inflation fell as a result of the slowdown in the prices of energy goods. The ECB's Governing
Council reiterated its intention of maintaining a significant monetary stimulus for an extended period. The outlook for Europe
is weighed down by the risks surrounding the circumstances in which Brexit is to unfold and the uncertainty inherent in Italy's
political and tax situation.

In the case of Italy in particular, on the basis of the monthly Confindustria analysis (Congiuntura flash — February 2019), the
negative data for the second half of 2018 will also have a significant impact on GDP growth in 2019 — a year in which growth is
estimated to be just above zero. Business confidence continued to fall in January, the production of capital goods declined and
companies’ investment outlook worsened. The outlook for consumption is relatively bleak: in January household confidence
regained some of the ground lost in late 2018, the production of consumer goods rose (+1.4% on the fourth quarter of 2018)
and retail sales climbed slightly (+0.7% in November). The automotive sector and consumer goods orders remained negative.
Industrial and service companies’ investment plans could be more restrained in 2019 due to both political and economic
uncertainty and trade tensions.

Industry overview

At home business

In the At Home business, with reference to the Italian context and more specifically the Food&Drug sector, sales rose by value
(+1.7%), split in +0.8% volume increase and +0.9% price increase.

In terms of product type, there was growth above all in Fresh Products (+4.7% in value) and Frozen Products (+1.8%). The
packaged foods segment remained stable.

From a competitive standpoint, in the Grocery sector private labels and low-price products continued to gain ground.

Coffee consumption remained essentially stable by volume, ending the downturn witnessed in recent years. By value, sales
reported a slight increase (+0.6%), corresponding to an equal increase in average price. The percentage of promotional sales on
the coffee market remained consistently high (50%) within a stable market scenario.

The stability of coffee sales is the result of the decline in traditional ground coffee — both caffeinated and decaffeinated — and
espresso, on the one hand, offset by the significant growth of capsules, which continue to show double-digit growth rates (+20%),
on the other. In particular, the espresso segment and, in part, decaffeinated coffee continued to be penalised by consumers'
choices, as a result of the ensuing shift towards the capsule segment. This segment was also strengthened as a result of the
increasingly widespread availability of products compatible with the main espresso machine systems and stores specialising in
selling capsules and machines.

Within this scenario, Lavazza's performance was especially positive, above all in the more traditional mocha coffee pot segment,
but also in espresso and whole bean products, due to stronger promotional support, which penalised all major competitors and
their annual performances. Private labels represented an exception, gaining further ground in the coffee market as well.

Food Service

In the Food Service channel, Lavazza grew both in terms of net revenues and volumes in 2018, consolidating its market share in
a context marked by a slight recovery.

Growth was driven by an expansion of the customer base and a focus on the premium segment of the market, accompanied by
a series of acquisitions of very important clients in the away-from-home market. The Eraclea brand also reported an excellent
result in 2018, up compared to 2017.

In 2019, Food Service Italy continues to set ambitious growth goals for itself, supported by a steadfast focus on winning new
clients and important contracts, continuously improving its product mix and persistently optimising its internal processes. The
product portfolio continues to be innovated, with a restyling of the Classic and Special range and the launch of Tierra Extra
Intenso in the Premium range.

11
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Significant events in the year

In 2018, the Lavazza Group finalised the acquisition of the Blue Pod and Mars Drinks businesses, and acquired the remaining
stake of about 20% in Nims S.p.A. held by the previous majority shareholder.

Blue Pod Coffee Business

In June 2018, the Group acquired — through the newly established company Lavazza Australia OCS Pty Ltd — for a consideration
of €8.5 million, 100% of the business of The Blue Pod Coffee Co Pty Ltd, an Australian company (Mulgrave, Victoria) specialising
for over 10 years in the distribution of Lavazza OCS espresso systems (capsules and machines), with an yearly average turnover
of about €8 million.

The transaction was part of the Group's internationalisation strategy and confirms Australia's importance as a key market, where
Lavazza will directly serve all segments of the coffee market — both Home and Away-From-Home.

Mars Drinks Business

December 2018 saw the finalisation of the acquisition of the Mars coffee business (now Lavazza Professional) in North America,
Germany, the UK, France, Canada and Japan, as well as its systems and manufacturing plants in the UK and USA, for a total
consideration of about €580 million.

The price adjustment and the purchase price allocation are currently being defined.

Lavazza Professional includes the Flavia tabletop machines business and the KLIX vending machines, which offer broad coverage
of their markets of reference and a wide array of coffees and other beverages marketed under both proprietary brands (e.g.,
Alterra) and licensed brands.

The businesses involved in the acquisition generated a turnover of about US$350 million in 2017 and employed a staff of
approximately 900, with 2 manufacturing plants in the USA and UK.

The acquisition will allow Lavazza to further strengthen its direct coverage of all segments of the coffee market, with a particular
focus on Away-From-Home, according to an approach based on increasingly direct interaction with consumers.

In October 2018, the Lavazza Group, which already held 80% of Nims S.p.A." capital, acquired a further 17.8%, as agreed upon the
purchase agreement signed in June 2017. Lavazza currently holds 97.8% of Nims S.p.A.' capital.

Plants

Countries Continents

10

Invermere

West Chester Philadelphia

10 PRODUCTION PLANTS
* 3LAVAZZA PLANTS IN ITALY
* 1 CARTE NOIRE PLANT IN FRANCE
* 1 KICKING HORSE COFFEE CO. IN CANADA

LAVAZZA PROFESSIONAL PLANTS
*2INTHE UK * 1IN THE USA

TWO LAVAZZA PRODUCTION HUBS
* 1IN BRAZIL * 1IN INDIA

Basingstoke (2) Sri City

Lavérune .

Pozzilli

Bemposta Settimo T.se

Gattinara
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Nuvola Lavazza -
the new headquarters

In spring 2018 Lavazza inaugurated
its new Turin headquarters, thus also
demonstrating its commitment to its
home city and contributing to revitalising
the entire neighbourhood. The offices
have been designed and built according
to the LEED — Leadership in Energy and
Environmental Design — protocol, the
world's most widespread recognition of
the energy-environmental performance
of buildings. Upon its public opening,
the building was also granted the LEED
PLATINUM certification.

The Lavazza Nuvola headquarters — an
over €120 million facility designed by
architect Cino Zucchi — gives a fresh
new Look to the Aurora neighbourhood
and has been conceived above all as a
contemporary workplace that reflects
the group's global scope, but also to
encourage the circulation of energy and
exchange of dialogue, thereby enabling
the sharing of cultural, social and
business experiences.

In greater detail, the area includes:

e The Corporate Management Centre,
home to over 700 employees,
designed to facilitate teamwork,
integration and connection to all the
company's places of business.

 The Lavazza Museum, designed
by US. firm Ralph Appelbaum
Associates, specialised in the creation
of company museums. Divided into
five galleries — Home, Factory,
Atelier, Piazza and Universe — it tells
the story of over 120 years of Lavazza
history according to an innovative,
experiential approach. The Lavazza
Historical Archive is located next to
the Museum.

Investment for the new HQ

€120

million

b

* LaCentrale —the former Enel power
plant built in 1897 by Turin-born
engineer Ermenegildo Perini for
Societa Anonima Elettrica Alta Italia
—isnowan over 4,500-square-metre
venue featuring a world-class
convention centre, the gourmet
restaurant Condividere and the
self-service restaurant Bistrot.

* The IAAD (Institute of Applied Art
and Design) offers undergraduate
programmes of study to over 500
creative young students.

* The Basilica, where excavations
have unearthed the remains of an
early Christian basilica dating back
to the fourth or fifth century AD: an
archaeological area of approximately
1,600 square metres visible to the
citizens through a "window".

Industrial
investments

Industrial investments in the Italian
plants declined slightly on the previous
year, and related in particular to the
expansion of the portioned product
range at the Gattinara facility.

In 2018, work continued at the Settimo
plant to increase production capacity
and diversify the Roast & Ground formats
to include soft packs, together with
investments devoted to rationalising and
increasing the efficiency of production
facilities.

At all the Italian plants, work also
continued on ensuring respect for the
environment, increasing workplace
safety and  enhancing  product
conformity checks on products during
the packaging phase.

15
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Consolidated operating, capital and financial situation

of the Lavazza Group
Reclassified statement of financial position

Reclassified statement of profit and loss

€ million) Dec. 2018 Dec. 2017 Changes %

Inventories 361.6 360.2 1.4

€ million) Dec. 2018 Ratio % Dec. 2017 Ratio % Changes Changes % Trade receivables 308.8 3202 (20.4)

Net revenues 1,870.0 100.0% 1,710.3 100.0% 159.7 9.3% Trade payables (365.6) (320.0) (45.6)

Cost of sales (1,080.4) -57.8% (1,005.3) -58.8% (75.1) 75% Other assets (Liabilities) (22.0) 20.4 (42.4)

Total net working capital 282.8 389.8 (107.0)

GROSS PROFIT 789.6 42.2% 705.0 41.2% 84.6 12.0% Property, plant and equipment 674.0 556.7 117.3

Intangible assets 1,432.9 897.2 535.7

Promotional and advertising expenses (197.2) -10.5% (191.8) -11.2% (5.4) 2.8% Financial assets 8.0 8.6 (0.6)

Selling expenses (176.6) -9.4% (134.4) -7.9% (42.2) 31.4% Deferred tax assets and liabilities (3.7) (28.8) 25.1

General and administrative expenses (185.2) -9.9% (180.8) -10.6% (4.4) 2.4% Provisions (82.0) (44.4) (37.6)

Research and development costs (7.0) ~0.4% (4.1 ~0.2% (2.9) 70.7% Provision for employee severance indemnities (79.4) (29.6) (49.8)

Contents Other operating income (expense) (17.1) -0.9% (4.4) -0.3% (12.7) 288.6% Total net fixed assets 1,969.8 1,379.7 500.1

TOTAL INVESTED CAPITAL 2,252.6 1,769.5 483.1
ADJUSTED EBITDA 206.5 11.0% 189.5 11.1% 17.0 9.0%

Company Officers and Group Structure Equity 2,267.6 2,272.5 (4.9)

Directors' Single Report on Operations Unusual items (9.2) 0.8 3.7) ~0.2% (5.5) 145.6% Financial receivables and other non-current assets (49.5) (37.7) (11.8)

Current financial assets (225.1) (373.4) 148.3

EBITDA ek —— 185.8 10.9% 11.5 6.2% Cash and cash equivalents (595.3) (593.6) (L7)

Payables to banks and other non-current liabilities 710.7 393.6 3171

Accounting Statements élr:lirtisation and depreciation (ff:; _:j://" (72.3) _4‘5;% (93) 12.0% Payables to banks and other current liabilities 144.2 108.1 36.1

* Consolidated Statement of Financial Position : =7 108.5 6.3% 2.2 2.0% Total net financial position (15.0) (503.0) 488.0

: EEE:EHSZEES ;z:;g;: 2]1: E(r)c;?;roerht?]sssive . Fi.nfincial income (expense) 5.6 0.3% (3.2) -0.2% 8.8 -275.0% TOTAL FINANCING SOURCES 2,252.6 1,769.5 483.1
« Consolidated Statement of Cash Flows Dividends 0.2 0.0% 0.1 0.0% 0.1 100.0%

* Consolidated Statement of Changes in Equity

Notes to the Consolidated Financial Statements PROFIT BEFORE TAXES 116.5 6.2% 105.4 6.2% 11.1 10.5%
Independent Auditors’ Report Income taxes for the year (28.6) -1.5% (27.5) -1.6% (L.1) 4.0%

LUIGI LAVAZZA S.P.A. — FINANCIAL STATEMENTS AT 31 DECEMBER 2018 PROFIT FROM CONTINUING 87.9 4.7% 77.9 4.6% 10.0 12.9%
OPERATIONS

Accounting Statements
* Balance Sheet

* Statement of Profit or Loss Profit/(loss) from discontinued . . .
« Statement of Cash Flows operations 0.0 0.0% 0.0 0.0% 0.0 0.0%
Notes to the Financial Statements

PROFIT/(LOSS) FOR THE YEAR 87.9 4.7% 77.9 4.6% 10.0 12.9%
Statutory Auditors' Report

PROFIT/(LOSS) ATTRIBUTABLE TO s 0.0% 0.3 0.0% 0.0 0.0%
Independent Auditors' Report NON-CONTROLLING INTERESTS ' e ' e ' i

PROFIT/(LOSS) ATTRIBUTABLE TO

87.6 4.7% 77.6 4.5% 10.0 12.9%

THE GROUP

ABSTRACT 2018
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Reclassified statement of cash flows

(€ million) Year 2018 Year 2017
PROFIT FOR THE YEAR 87.9 77.9
Income taxes 285 275
Financial expense / (income) (2.5) (2.6)
Value adjustments to financial assets and liabilities (8.5) (4.5)
(Gains) losses from disposal of assets 0.7 0.7
Additions to provisions, employee benefits and other non-monetary components 50.2 411
Amortisation, depreciation and write-downs 87.2 82.2
RESULT ADJUSTED FOR NON-MONETARY COMPONENTS 243.5 222.3
Change in trade receivables 35.0 (8.1)
Change in inventories 227 (25.3)
Change in trade payables (0.5) (17.2)
Change in other receivables/payables (3.7) (13.5)
CASH FLOW AFTER CHANGES IN NET WORKING CAPITAL 297.0 158.2
Taxes paid (10.2) (15.6)
Use of provisions and indemnities paid (19.8) (45.5)
Interest and dividends collected, interest (paid) 2.5 6.2
CASH FLOWS FROM OPERATING ACTIVITIES 269.5 103.3
Purchase of property, plant and equipment (85.8) (84.8)
Purchase of intangible assets (14.8) (14.3)
Other minor items 0.2 0.0
Acquisitions (533.4) (171.5)
CASH FLOWS FROM INVESTING ACTIVITIES (633.8) (270.6)
Dividends paid (77.2) (27.0)
CASH FLOWS FROM FINANCING ACTIVITIES (77.2) (27.0)
Other scope and non-monetary changes (45.2) (45.0)
Exchange rate effect (1.3) 2.1
CASH FLOWS GENERATED (USED) (488.0) (237.2)
Net financial position at year-start 503.0 740.2
Net financial position at year-end 15.0 503.0

Sapiens

Innovation through
understanding
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Financial performance of the Lavazza Group

2018 was a year of solid growth characterised by increased operating profitability, ongoing strengthening of the Group's brands
and wide expansion both in Italy and in foreign markets, particularly in France, North America, Eastern Europe and the United
Kingdom. The Group continued to invest in product innovation and direct operations in all coffee segments were further
strengthened through acquisitions, in the vending sector, of the Australian company Blue Pod and the drinks business of Mars
Inc.

In 2018, the Lavazza Group continued with its international development process aimed at consolidating its independence and
competitiveness at the global level, with the mission of being a premium pure coffee company: concentrating solely on high-
quality coffee, in all its forms, through a multibrand strategy.

In detail, in 2018 the Group finalised the integration of Nims S.p.A., Kicking Horse Coffee Co. Ltd and ESP. Moreover, in line
with its internationalisation strategy, it reached two acquisition agreements in the vending sector. In detail, in July 2018 the
Group acquired 100% of the business of The Blue Pod Coffee Co., an Australian company (Mulgrave, Victoria) specialising in the
distribution of Lavazza espresso systems (capsules and machines) for the Office Coffee Service (OCS) sector.

The Lavazza Group applied International Financial Reporting Standards (IFRSs) for the first time in its consolidated financial
statements at and for the year ended 31 December 2018. The figures for 2017 were restated for comparability purposes.

Consolidated net revenues amounted to €1.87 billion, up 9.3% compared to €1.71 billion for the previous year. Growth is
attributable to both the integration of the companies acquired in 2017 (Nims S.p.A., Kicking Horse Coffee Co.Ltd and Espresso
Service Proximité S.A.) and the strong performance of the pre-existing business scope, particularly in Italy, France, North America,
Eastern Europe and the UK.

In Italy, which accounts for approximately 36% of total net revenues, the Lavazza Group maintained its position of leadership
across all channels, due to the expansion of its commercial range in single-serve, which remained the most dynamic segment of
the retail market, and the increase in its commercial footprint in the away-from-home sector.

The Lavazza Group's EBITDA was €197.3 million, increasing by 6.2% compared to €185.8 million for the previous year; EBITDA
margin was 10.6%.

NET REVENUES

€1.87....

+9.3% COMPARED TO €1.71 BILLION IN 2017
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Adjusted EBITDA was €206.5 million (+9% compared to €189.5 million for 2017), before one-off acquisition costs.
EBIT amounted to €110.7 million, up by 2.0% compared to €108.5 million for 2017, with EBIT margin of 5.9%.
Net profit amounted to €87.9 million, up 12.9% compared to €77.9 million for 2017.

Net working capital amounted to €283 million, down €107 million compared to €390 million at 31 December 2017. This change -
net of the effect of the acquisition of the Mars Drinks group, which entailed a decrease in net working capital of €30 million —is
attributable to the following pre-existing business components

* adecrease in organic inventories of €22 million;

* adecrease in trade receivables of €35 million due to an improvement in collection times; and

* anincrease in operating liabilities of €17 million.

Net fixed assets totalled €1,970 million, up by €590 million compared to €1,380 million at 31 December 2017, mainly due to the
acquisition of the company Mars Drinks for the recognition of a provisional goodwill of €527 million. The property investment for
the lease of the Nuvola headquarters, entailing an increase of €34 million, was concluded.

Net financial position was €15.0 million, compared to €503.0 million in 2017, due to the acquisitions made in 2018 and offset by
the significant operating cash generation.

As shown by the following chart, net cash flows generated by operating activities were positive at €270 million, attributable to
the earnings component (profit plus non-monetary costs), which was positive for €197 million, and the €73 million increase in
net working capital and provisions.

In the reporting year, additions net of disposals totalled €101 million and were broken down as follows:

* net additions of property, plant and equipment (€82 million), mainly involving plant, industrial machinery and espresso
makers on free loan for use;

* additions of intangible assets (€19 million), mainly due to development costs incurred in order to adapt and upgrade the
Group's IT and reporting systems.

Moreover, the change in net financial position was due to the following factors: a net cash outlay for the acquisition of Mars

Drinks, Blue Pod and the remaining interest in Nims S.p.A. of €533 million and the recognition of borrowings of €34 million

associated with the finance lease of the new headquarters.

The net financial position bridge is as follows:

ggg 53 -101
| - -8 =77
700 27 — -533
600 . ]
503
500 197
400
300
200 -46
100 15
| —
NFP at EBITDA Change in Change in Net capital Taxes and Dividends New Other changes  Total NFP
year-start provisions and NWC expenditure interest paid paid acquisitions  and Nuvola
other changes and collected lease

Lavazza is among the first 100 brands in the world by reputation according to the Global RepTrak by the Reputation Institute,
the world's leading reputation-based research advisory firm (49t in 2018, 38" in 2019).

LAVAZZA RANKS

3 8th

IN ' THE TOP 100 BRAND RANKING
OF THE GLOBAL REPTRAK® 2019 OF THE REPUTATION INSTITUTE
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Financial performance of the Parent Company Luigi Lavazza S.p.A.

The following table shows the Luigi Lavazza S.p.A.'s operating and financial highlights at 31 December 2018 compared with the

previous year:

Reclassified statement of profit or loss of Luigi Lavazza S.p.A.

€ million) Dec. 2018 Ratio % Dec. 2017 Ratio % Changes Changes %
Net revenues 1,526.4 100.0% 1,446.4 100.0% 80.0 5.5%
Other income and revenues 89.5 5.9% 73.2 5.1% 16.3 22.3%
Total income and revenues 1,615.9 105.9% 1,519.6 105.1% 96.3 6.3%
Cost of sales 768.8 50.3% 748.3 51.7% 20.5 2.7%
Costs of services 513.6 33.6% 4733 32.7% 40.3 8.5%
Other costs 389 2.5% 31.8 2.2% 71 22.3%
Total external costs 1,321.3 86.5% 1,253.4 86.7% 67.9 5.4%
Value added 294.6 19.3% 266.2 18.4% 28.4 10.7%
Personnel costs 137.6 9.0% 128.8 8.9% 8.8 6.8%
EBITDA 157.0 10.3% 137.4 9.5% 19.6 14.3%
Amortisation, depreciation and write-downs 74.0 4.8% 94.0 6.5% (20.0) (21.3%)
Provisions 277 1.8% 3.8 0.3% 23.9 628.9%
EBIT 55.3 3.6% 39.6 2.7% 15.7 39.6%
Income (expense) from investments 13.6 0.9% 17.7 1.2% (4.1) (23.2%)
Financial income (expense) 5.4 0.4% (10.1) (0.7%) 15.5 (153.5%)
Profit before taxes 74.3 4.9% 47.2 3.3% 271 57.4%
Income taxes (16.5) (1.1%) (3.0) (0.2%) (13.5) 450.0%
Profit (Loss) for the year 57.8 3.8% 44.2 3.1% 13.6 30.8%

€ million) Year 2018 Ratio % Year 2017 Ratio %
Net revenues 1,526.4 100.0% 1,446.4 100.0%
EBITDA 157.0 10.3% 137.4 9.5%
EBIT 55.3 3.6% 39.6 2.7%
Profit before taxes 74.3 4.9% 47.2 3.3%
Profit for the year 57.8 3.8% 44.2 3.1%
Net working capital 431.4 448.9
Net fixed assets 2,245.7 1,841.0
Total uses 2,677.1 2,289.9
Net financial position 582.0 162.7
Equity 2,095.1 2,127.2
Total sources 2,677.1 2,289.9
Capex 74.7 74.6
Headcount 1,671 1,613
ROS 3.6% 2.7%
ROI 4.6% 3.2%
ROE 2.7% 2.1%

Net revenues amounted to €1,526.4 million, up 5.5% compared to €1,446.4 million for 2017.

EBIT amounted to €55.3 million, up €15.7 million compared to €39.6 million for 2017. EBIT margin went from 2.7% to 3.6%.

Profit before taxes amounted to €74.3 million, up by €27.1 million compared to €47.2 million for the previous year.
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Reclassified balance sheet of Luigi Lavazza S.p.A. Reclassified statement of cash flows of Luigi Lavazza S.p.A.
TORINO,ITALIA,1895
(€ million) Dec. 2018 Dec. 2017 Changes (€ million) Year 2018 Year 2017
Inventories 256.2 274.1 (17.9) Profit for the year 57.8 442
Trade receivables 138.7 144.8 (6.1) Amortisation and depreciation 71.2 90.7
Receivables from subsidiaries, associates and Parent 2515 241.2 10.3 Net change in termination indemnities (0.5) (2.1)
Deferred tax assets and liabilities 55.9 417 14.2 Net change in provisions 42.0 (11.9)
Other receivables and prepayments 55.7 53.9 18 Write-downs of investments and securities included in fixed assets 33 3.4
A. Total operating assets 758.0 755.7 2.3 Other write-downs of fixed assets 12 (0.7)
Trade payables 236.9 225.7 11.2 Changes of items in net working capital
Payables to subsidiaries, associates and Parent 8.6 13.4 (4.8) - Inventories 17.9 (12.5)
Tax payables and payables to social security institutions 30.8 19.2 11.6 - Trade receivables 6.1 20.3
Other Liabilities and deferred income 50.3 48.5 18 - Other receivables and assets (26.3) (29.1)
Total operating liabilities 326.6 306.8 19.8 - Trade payables 11.2 0.2
Net working capital 431.4 448.9 (17.5) - Other payables and liabilities 8.5 6.6
Intangible assets 592.2 616.9 (24.7) Cash flows from (used for) operating activities 192.4 109.1
Property, plant and equipment 286.3 259.2 271 Net purchases of:
Contents Financial assets 1,453.0 1,009.3 4437 - Intangible assets (14.8) (13.9)
D. Total fixed assets 2,331.5 1,885.4 446.1 - Property, plant and equipment (60.1) (60.8)
Provisions 71.1 29.2 419 - Investments in subsidiaries, associates and other companies (137.9) (134.7)
Company Oficers and Group Structure Employee termination indemnities 14.7 15.2 (0.5) - Other financial assets (309.0) 0.2
Directors' Single Report on Operations E. Total fixed Liabilities 85.8 44.4 41.4 Cash flows from (used for) investing activities (521.8) (209.2)
Total net fixed assets 2,245.7 1,841.0 404.7 Dividends paid (77.2) (27.0)
G. Total invested capital, net - Uses (C+F) 2,677.1 2,289.9 387.2 Change in hedge reserve for expected cash flows (12.7) (4.9)
Cash and cash equivalents (92.5) (189.4) 96.9 Cash flows from (used for) financing activities (89.9) (31.9)
Accounting Statements Current financial assets 14.1) (11.9) (2.2) Net cash flow for the year (419.3) (132.0)
 Consolidated Statement of Financial Position . .
« Consolidated Statement of Profit or Loss Financial liabilities 688.6 364.0 324.6 Net financial assets/liabilities at year-start (162.7) (30.7)
« Consolidated Statement of Comprehensive Income H. Net financial position 582.0 162.7 419.3 Net financial assets/liabilities at year-end (582.0) (162.7)
* Consolidated Statement of Cash Flows
* Consolidated Statement of Changes in Equity Capital 25.0 25.0 0.0
Reserves 595.9 608.6 (12.7)
Hotes tothe Consolidated Financial Statements Retained earnings 1.416.4 1,449.4 (33.0) Net financial position was negative at €582.0 million, down by €419.3 million compared to 2017. The decrease was primarily due
Independent Auditors’ Report Profit (loss) for the year 578 442 136 to the use of cash to acquire the Mars Drinks coffee business by forming the holding companies Lavazza Professional Holding NA

and Lavazza Professional Holding Europe, the repayment of a portion of the bank loan and the distribution of dividends approved
during the year.

L. Total sources (I+H) 2,677.1 2,289.9 387.2
Net cash flow from operating activities was positive at €192.4 million, significantly impacted by the earnings component (profit

Accounting Statements plus non-monetary costs) of €175.0 million, only partly offset by the absorption of liquidity attributable to the change in net

: Efalfenn:iihsf;mﬁt or Loss Profit for the year amounted to €57.8 million, up €13.6 million compared to 2017. working capital (€17.4 million).

* Statement of Cash Flows

.  Equity 2,095.1 2,127.2 (32.1)

The cash flows from investing activities has an overall negative net balance of €521.8 million, mainly composed of:

Notes to the Financial Statements « purchases of intangible assets (€14.8 million), primarily attributable to the capitalisation of software for long-term use, the

costs of software licences for the launch of the new Lavazza e-commerce 3.0 site and the maintenance of third-party buildings

relating to the renovation of an office property in Torre del Greco;

Independent Auditors’ Report * purchases of property, plant and equipment (€60.1 million), chiefly related to plant, machinery and coffee machines for the

Food Service sector and OCS vending;

* purchases of investments (€124.4 million), mainly attributable to the purchase of Investments in Lavazza Professional Holding

Europe, Lavazza Professional Holding North America, Lavazza Eventi S.p.A. and the remaining interest in Nims S.p.A., net of
the capital repayment of the company Lavazza Capital S.r.L;

* Recapitalisations of investments in subsidiaries (€0.7);

* Reclassification of investments in associates (€12.8 million).

Statutory Auditors' Report
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Parent
Company’s
sales in Italy

At home business

The lItalian coffee market remained
in line with 2017 (-0.4%) in volume
terms, with the now usual transfer of
volumes from Mocha/Espresso (-2%) to
Portioned coffee (+16%).

In value terms, the dynamics were the
same, with the market continuing as
in 2017 (+0.1%) with opposing trends
between traditional segments (-4%) and
Portioned coffee (+12%).

In this context, Lavazza reinforced its
leading position, increasing its volume
share to 39% (+1.5 points compared
to 2017) and maintaining value share
(36.7%).

The average market price increased by
0.5% compared to 2017, due solely to the
change in product mix towards higher-
price products such as capsules, whilst
there was a fall in average prices both
in the traditional and the portioned
segments (traditional: -2.5%; portioned:
-6%).

Away from home business

2018 saw Italian AFH sales rise by 6%; in
particular, the growth trend in volumes
of traditional coffee continued (+6%
against 2017), reaching an 8% market
share by volume; in the OCS /Vending
channel Italy recorded rising sales
compared to the previous year (+5%),
with large growth in the Whole Bean
Vending segment (+63% by volume) and
the FIRMA system (+63% by value).

Leader in Italy in the retail market
with a share of

ca. 37%

by value

Net revenues abroad

64%

Parent Company’s
international
market sales

The positive growth trend of the
Parent Company, Lavazza S.p.A., on the
international markets by volumes sold
(+17%) continued across all segments,
particularly in the traditional coffee
segment (+21%) and the OCS segment
(+12%). Significant growth was reported
mainly in Eastern European countries,
especially in Russia and Poland.

Sales figures
of the subsidiaries

AT HOME BUSINESS

Foreign markets showed growth of 9%
by volume and 7% by turnover.

Good performances were reported by
the UK and North American subsidiaries
and, in France, by Carte Noire.

2018 was the first full year of the
Canadian company Kicking Horse
Coffee Co. Ltd, a leading company in
the production of Organic & Fair Trade
certified coffee, acquired in May 2017
and operating in Canada and North
America.

AWAY FROM HOME BUSINESS

The foreign Away From Home business
reported 8% overall growth in terms
of sales, with good performance above
all in North America and the United
Kingdom; in addition, the sales growth
trend was confirmed in France also
due to the contribution of the company
Espresso Service Proximité S.A. (ESP)
acquired in September 2017.
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Risk management

The Group relies on an internal control system, based on organisational rules, procedures and structures that allow the business
to be run properly and in line with the goals set through an appropriate process for identifying, measuring, managing and
monitoring the main risks.

An effective internal control and risk management system serves to safequard the corporate assets, the efficiency and efficacy
of business operations, the reliability of the information supplied to the corporate bodies and the market, and compliance with
laws and regulations.

Exchange rate risk

The Euro/Dollar exchange rate was highly volatile during 2018.

In particular, at the beginning of the year the value of the dollar fell suddenly down to 1.251 at the start of February. From April
2018, the dollar recovered sharply, caused by numerous factors such as: the positive effects of Trump's fiscal reform, concerns
about the Brexit process, the EU's internal conflicts arising from the success of nationalist parties and the rise in US government
bond yields.

The second half of the year was dominated by the tensions linked to the Trade War threatened by Trump both towards Europe and
towards China. After reaching a low of 1.1218 in November, the exchange rate ended the year in a trading range falling between
1.13 and 1.15. The annual average exchange rate was 1.18.

As in previous years, currency needs for purchasing the raw material were met primarily through forward purchases, without
taking any positions that could be considered of a speculative nature.

In addition, currency exposures deriving from sales in countries with currencies other than the euro are monitored and hedged
within the framework of overall risk management. Also in this case the Company did not take any speculative positions.

Interest rate risk

In 2018, the American Central Bank made four 0.25% rate increases (March — June — September — December) causing the entire
curve to steepen both in the short term and long term. The yield of the Treasury ten-year bond exceeded 3% on several occasions
and then closed around 2.7% in December.

The ECB, on the other hand, even though it had announced the end of QE, proved to be rather cautious — particularly in the last
quarter — in considering rate rises, which the market expects no earlier than September 2019. Short-term rates were unchanged,
whilst the rates between 1 and 10 years gradually reversed the trend after peaking in February.

Finally, the ten-year BTP — Bund spread felt the effects of Italy's political events and, after starting the year at 162 basis points, by
May was approaching 300 points and then touched 326 in the most animated stages of discussions with the European Union for
approval of the 2019 budget law. At the end of the year, the spread returned to around 250 points as tensions lessened.
Regarding property leases, the Company enforced the clause to change from a variable rate to a fixed rate for the entire amount.
As a result, the Interest Rate Swaps originally set up to hedge interest rate risk were extinguished.

In addition, following the new bank Loan taken out, the risk was hedged in full by changing from a variable to a fixed rate through
Interest Rate Swap transactions.

Commaodity price risk

The coffee market in 2018 was marked by falling prices both for the Arabica and Robusta varieties: the downward trend that had
already marked 2017 continued in 2018.

After years of shortage or equilibrium between supply and demand, fundamental factors led to good availability of coffee,
particularly for Arabica; accordingly, funds continued to expand the “short” position, which reached its highest ever level.

The systematic selling of large quantities of bag lots drove down both London and New York prices.

As in the past, it should be acknowledged that such far-reaching phenomena are generally not offset by the transactions of the
opposite sign performed by traditional operators (roasters, international traders and coffee-growing countries), which are unable
to act as a counterweight to the vast amounts of capital lavished on the market by funds, and which are therefore forced to endure
abrupt price swings.

At the level of price analysis, the New York Exchange fluctuated between around 132 cents/Lb (second position) at the beginning
of January, to then reach its year low of 96 cents in September and close the year at around 105 cents.

The London Exchange opened the year at 1,733 US$/t and reached an annual peak at 1,831 US$/t at the beginning of May, again
for the second position; the annual low was reached in mid-December with 1,470 US$/t and the year ended at 1,525 US$/t.

At the production level, the Brazilian harvest — in a positive cycle thanks to early blooming and ideal climate and plantation
management conditions — reached 63-65 million bags, one of the highest number in history, with the Robusta finally in major
recovery after years of drought.

Low prices are putting the producers in difficulty; the Brazilians, due to the local currency's devaluation, large plantations and
production efficiency are managing to maintain good business margins, whilst in Central America the situation is extremely
critical as the price of coffee is often lower than the cost of production.

Colombia returned to steady levels of nearly 14 million bags of excellent quality, sold at higher prices than similar qualities from
Central America.

In these areas, production was stable, with only Honduras experiencing an ongoing uptrend owing to the expansion of its
plantation area and a sharp productivity improvement.

As in previous years, the Vietnamese harvest was stable at 28-30 million bags — almost all of which are exported — and
Indonesia remained within the range of 10 to 11 million bags, with constantly increasing domestic consumption, which now
accounts for approximately four million bags.

With regard to the African countries where the Company makes its purchases, mention should be made of Uganda, due to its
regular volumes and supply. The countries in West Africa continued to offer meagre harvests of modest quality.

Credit risk

Despite the increase in sales achieved during the year, to which the new acquisitions also contributed, the Group's receivables for
2018 were down on the previous year. This trend is partly due to the increase in year-end promotional contributions to be settled
with the trade linked to the growth in turnover, and partly to the satisfactory reduction in average collection times.

Assessments of current and historic overdue accounts based on the historic trend of similar receivables were carried out to
evaluate credit risk and credit quality, and projections of the economic and market conditions were carefully monitored.
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Lavazza's commitment to the social
and environmental sustainability of

its activities

The Lavazza Group has always been
committed towards conducting
its business in an economically,
environmentally and socially
sustainable way.

Making the most of its human resources
and the territories and communities in
which it operates and minimising the
environmental impact of its activities are
the pillars of Lavazza's approach to doing
business. This approach has allowed the
Company to organise a programme of
coordinated initiatives in Italy and in the
countries where it operates, in order to
promote the integration of sustainability
in all areas of the business.

In 2017, to provide a clearer framework
and guidance for its sustainability
efforts, Lavazza decided to participate
in the United Nations Global
Compact, embracing the Sustainable
Development Goals promoted by the
United Nations as part of its 2030
Agenda. The challenges posed by the UN
are addressed to everyone, including the
business world. It is for this reason that
Lavazza decided to accept this proposal
adopting the Goals as guidelines for its
own sustainability policy and setting
itself the further goal of using its own
power of communication to disseminate
the United Nations messages, engaging
its stakeholders in the commitment
to a sustainable future. During 2018,
Lavazza started numerous projects to
disseminate knowledge of the Global
Goals: the Lavazza Calendar "“2030:
What Are You Doing?", which aims to
raise awareness and spread the stories
of those who every day are committed to
implementing sustainable development
projects; the “TOward 2030. What Are
You Doing?" project, which involves
young national and international
artists, asked to interpret the messages
of the Global Goals through 17 works
of street art in the city of Turin; the
internal  communication  campaign
“2030: what are WE doing?", which
supported all Lavazza Group employees
in understanding the Global Goals; the
university competition “Lavazza and

Youth for SDGs", which involved more
than 80 students challenged to create
sustainability projects with an impact
on the Global Goals and benefiting
coffee-producing communities. In 2018,
these projects saw the Company actively
engaged in adopting and disseminating
the 2030 Agenda commitments.

In 2017, with the support of Save
the Children, Lavazza had already
made the commitment to adopting
the “Children Rights and Business
Principles”, principles developed by
Save the Children, UNICEF and Global
Compact which aim to guide companies
in defining programmes designed to
safequard children's rights. In 2018,
Lavazza — one of the first companies in
the world to sign up to the programme —
worked, together with Save the Children
on designing policies and programmes
for the adoption of these principles,
launching projects involving Lavazza
suppliers on the themes of children's
rights and projects supporting coffee-
growing communities.

In addition, 2018 saw the Group
rewrite the Suppliers’ Code of Conduct,
through which suppliers are required to
respect principles and values that are
fundamental for Lavazza.

These values apply to the areas in
which Lavazza operates through the
Community Engagement programme,
whereby the Company communicates
and works actively with local institutions,
associations and foundations to
implement projects benefiting
communities and protecting the local
area. The involvement of schools and
local associations has given rise to
projects such as “I Luoghi del Bello",
which aims to promote beauty in the
cities through educational programmes
and concrete urban regeneration
schemes, and professional barista
training initiatives such as the "A.AA.
(Accoglie,  Awvicina, Accompagna)"
project. This scheme aims to develop
a continually evolving social fabric in
which Lavazza, in collaboration with
other partners, has helped create
new employment and relationship
opportunities for disadvantaged people.

Finally, Lavazza continued with its
commitment to the environmental
sustainability of its own products, with a
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highly inclusive, innovative and cutting-
edge approach that is continually
updated. Thefirst guideline, based on the
EPD® system, was defined and published
together with other Italian companies
within the Italian Coffee Committee
and with a pre-competitive approach: it
aims at calculating the environmental
impacts of the espresso beverage, so
that it can be distinctively recognised
and a shared scientific method defined
for analysing its environmental profile.

The challenge represented by the
ISO standards for the environmental
management systems was ambitious.
It required a “Life Cycle Perspective" to
be adopted in order to identify, evaluate
and manage the environmental aspects
associated with the organisation’s
production processes, products
and services, and hence the related
environmental impacts. The main
innovation introduced was the use of
a control and monitoring perspective
for all the action areas in which the
Company operates along the supply
chain, so that it can make a significant
contribution to the Group's sustainable
development and enduring success.

The Group is constantly evolving and has
embarked in a strategic sustainability
process, motivated by the conviction that
increasingly deep integration between
economic growth, social inclusion and
environmental protection is the only
paradigm capable of creating shared
value.

Lavazza’s health,
workplace safety,
energy and
environment
management system

Within ~ the  framework of the
implementation of the Group's HSE
(Health, Safety and Environment)
Guidelines and the Corporate Workplace
Health and Safety Policy, Lavazza
continued to implement an Integrated
Health, Workplace Safety, Energy and
Environment  Management  System
(SG-SSEA), in line with the ISO 14001,
ISO 50001 and OHSAS 18001 standards
of reference.

In the reporting year, the Company's
management carried out a review of the
SG-SSEA during which the results of the
system's implementation in the third
quarter of 2018 were shared and the
current Corporate HSE Policy confirmed.
The scope of the internal HSE audits
was extended to the foreign plants and a
number of partners in the logistics field,
including checks on the application of
procedures. The first HSE requirements
were also introduced through the
portal dedicated to the qualification of
suppliers.

Finally, the Company obtained the
necessary preliminary authorisations
for the installation of new equipment
in the Turin and Gattinara plants, where
a systematic control was conducted
to check compliance with all the
environmental provisions applicable to
the sites. This control was concluded
without identifying any irregularities,
proof of the diligence with which the
production activity is carried out.

The risk assessment documents (DVR)
pursuant to Legislative Decree No.
81/2008 relating to the Italian plants
were all updated in 2018.

The French plant of Carte Noire
Operations  S.a.s.  obtained  the
certification for its Environmental
Management System in accordance
with the recent ISO 14001:2015 standard.
The same plant passed the audit on its
Health and Safety Management System
in accordance with OHSAS 18001:07.
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Relationships with personnel

The headcount at 31 December 2018 numbered 3,836 broken down as follows:

Categories Year 2018 Year 2017
Executives 219 163
Middle managers 571 656
White collars 1,719 1,434
Blue collars 1,327 832
Total 3,836 3,085

The Group's personnel costs for 2018 closed with an overall increase of about +13% compared with the previous year, due
primarily to the new acquisitions in 2018. Organic growth, net of acquisitions, was 6%.

At the Headquarters level, personnel costs grew by +5% compared to the previous year, mainly due to an increase in headcount
aimed at strengthening certain strategic Headquarters functions, in addition to normal salary dynamics associated with the
renewal of labour contracts and the annual salary review process.

With regard to foreign subsidiaries, significant cost increases were recorded primarily in the strategic markets (the UK: +25%;
United States: +14%; Australia: +16%) where substantial investments were made to strengthen sales operations with the aim of
supporting business growth. In the other geographical areas, the increase in personnel costs was more modest, as a result of
normal salary dynamics. Finally, the Brazilian subsidiary reported a significant decline (-31%) as did Argentina (-22%) due to a
change in the route to market that resulted in a reduction in the number of direct employees.

Research and development

In 2018, FPS R&D achieved important results, in the area of projects related to sustainability and the development of new
products.

Satisfactory results were achieved in the product sustainability area, with a prime focus on the packaging component, leading to
the development of self-protected compostable capsules.

In the Roast & Ground segment, every effort was directed to developing recyclable, compostable, Alu-free packs, achieving a 15%
reduction in packaging thickness.

There was a changeover to use of 99% recyclable paper for all products with secondary packaging.

Blend optimisation and green coffee use continued in line with strategic plan requirements.

New machines for espresso coffee were launched during the year to renew the offer in the single-serve mid-range such as for
example: the Idola machine for domestic use, Desea for domestic use and milk-based recipes, Inovy and Classy for the OCS sector.

Group companies

In the reporting year, the Group adopted a differentiated business model based on local situations and business segments. The
most significant events concerning the Group companies are discussed hereunder. Figures have been stated based on the local
accounting standards.

Companies Operating Abroad

The foreign subsidiaries mainly deal with distributing and marketing coffee products and coffee machines, except for Lavazza
Netherlands BV, an investment holding company.

Lavazza Coffee (U.K.) Ltd (United Kingdom)

Sales amounted to GBP 82.3 million, up compared to the previous year. All channels continued to grow thanks to the consolidation
of the products launched in 2017, Carte Noire-branded instant coffee and the capsule segment.

Lavazza Deutschland G.m.b.H. (Germany)

Sales stood at €178.7 million, up compared to the previous year as a result of the good performance reported by both the At Home
and Away From Home channels.

Lavazza France S.a.s. (France)

The company recorded a turnover of €114.7 million, up compared to the previous year as a result of the merger with Espresso
Service Proximité (France).

Lavazza Kaffee G.m.b.H. (Austria)

The company recorded a turnover of €13.9 million, with a decrease compared to the previous year due to the deflationary effect
on prices.

Lavazza Sweden SA (Sweden)

The company recorded an increase in sales also thanks to its marketing investments. Sales for 2018 totalled SEK 124 million.

Merrild Kaffe ApS (Denmark)

The company reported sales amounting to DKK 364 million, in line with the previous year.

Merrild Baltics SIA (Latvia)

Fully owned by Merrild Kaffe ApS, this company acts as agent to support the marketing activities of Merrild Kaffe ApS in the
Baltics.

Lavazza Australia Pty Ltd (Australia)

The company operates in Australia, where it distributes Lavazza products in both the At Home and Food Service channels. Sales
were approximately AUD 67 million, with a fair increase in the At Home channel.
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Lavazza Spagna S.L. (Spain)

The company operates in the Spanish market providing account management, training and marketing services.

Lavazza Netherlands B.V. (The Netherlands)

Formed in 2007 as an investment holding company, it currently holds the investments in the Indian company Fresh & Honest
Café Ltd.

Lavazza Premium Coffees Corp. (United States)

Sales totalled USD 117 million, increasing on the previous year, particularly in the Away From Home channel.

Lavazza Argentina S.A. (Argentina)

The company operates in the Argentinean OCS (Office Coffee Service) segment. Sales were ARS 71 million. In 2018, consensus
was reached at global level regarding the occurrence of conditions that give rise to hyperinflation in accordance with IFRS
(International Financial Reporting Standards). Consequently, as from 1 July 2018, all companies operating in Argentina are
required to apply IAS 29 — Financial Reporting in Hyperinflationary Economies when preparing financial reports.

Lavazza do Brasil Ltda (Brazil)

Sales totalled BRL 13.5 million. The reporting year saw the benefits arising from the reorganisation of its activities, including the
disposal of the Vending business unit and the redefinition of its distribution model.

Fresh & Honest Café Ltd (India)

The company, which primarily operates in the vending segment, reported sales of INR 1,447 million.

Lavazza Trading (Shenzhen) Co. Ltd (China)

In the reporting year, the company continued to provide the Parent Company with services related to the purchase of coffee
machines.

Carte Noire S.a.s. (France)

The company distributes Carte Noire-branded and Lavazza-branded products within the retail sector in France; its sales amounted
to €561 million, up compared to the previous year.

Carte Noire Operations S.a.s. (France)

The French company's main business is the production of coffee under the Carte Noire brand by virtue of a contract manufacturing
agreement with the Parent Company; sales amounted of €27 million in 2018.

Kicking Horse Coffee Co. Ltd (Canada)

The company, a leading Canadian distributor of organic and fair-trade coffee products, has stood out in Canada and the USA
thanks to its impressive growth in recent years. In 2018, it recorded sales of CAD 54 million.

Lavazza Australia OCS Pty Ltd (Australia)

The company was set up in the first half of 2018 to acquire the business of The Blue POD, a company distributing Lavazza
products in the OCS segment. Sales at 1 July 2018 amounted to AUD 6.3 million.

Mars Drinks (currently Lavazza Professional)

The companies of the Mars Drinks Group were acquired on 27 December 2018 and thus did not contribute to the Lavazza Group's
result. The Notes to the Financial Statements provide further details.

Companies Operating in ltaly

Lavazza Capital S.r.L.

The company, fully owned by Luigi Lavazza S.p.A., was incorporated with the aim of undertaking financing transactions for the
Group and managing a significant portion of its liquidity, so as to optimise the return of its investments.

Cofincaf S.p.A

The company, which provides financial support to customers in the Vending and Food Service sectors, recorded financial
transactions for a total amount of €45.4 million at 31 December 2018 (€41.9 million in 2017). The increase in financing chiefly
concerned the Vending sector in Italy.

Lea S.r.l.

The company directly manages a café and a restaurant. The Ristorante Caffé San Tommaso, located in the historic centre of Turin
in the premises where, at the beginning of the Twentieth Century, the Group's founder started his business, is Lavazza's showcase
in the city, serving both as a café and as a restaurant. During the year, the Company opened new premises inside the Nuvola
building complex: the Condividere gourmet restaurant, which is the expression of a new philosophy of taste and a new way of
enjoying food inspired by the informal sharing of signature dishes.

Thanks to the opening of the new restaurant, net revenues for the year more than doubled, rising from €0.6 million in 2017 to
more than €1.4 million in 2018.

Nims S.p.A.
It is specialised in the distribution and direct door-to-door sale of coffee capsules and coffee machines throughout Italy. During

the year, the residual share of 19.47% was acquired, thus giving Lavazza an overall stake of 97.33%. Net revenues amounted to
€101 million, in line with the previous year.

Present in over

g 0 countries

through subsidiaries and an extensive
network of distributors
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Treasury shares [ shares of parent companies

The Parent Company, Luigi Lavazza S.p.A, owns 2,499,998 treasury shares worth €1 each.

The Parent Company does not own and, during the financial year it did not buy and/or sell, any share of the Holding Company
either directly or through a trust company or other persons.

The Parent Company did not establish secondary offices in 2018.

Luigi Lavazza S.p.A., and the Italian Group companies together with their parent/consolidating company, Finlav S.p.A., participated
for the three-year period 2016-2018 in the Italian tax consolidation programme.

It should be noted that with reference to compliance with Privacy regulations, the Company has carried out the assessment
activities aimed at complying with the Regulation (EU) No. 2016/679 about the protection of natural persons with regard to the
processing of personal data

Information on management and coordination activities

The Parent Company is responsible for the management and coordination of its subsidiaries and it is not subject to management
and coordination by its Holding Company, Finlav S.p.A.

Outlook

In light of its leading position on the Italian market and the good expansion prospects of the foreign markets, the Group expects
to continue the organic growth in net revenues in line with its own Strategic Plan. It is realistic to expect that all the Group's
business lines and the main geographical markets will make a positive contribution to such growth.

The Group also expects to achieve an improved margin at EBITDA level with constant exchange rates. The development of the
governance system has been further reinforced with the adoption of advanced risk management systems. 2019 will be a year of
further expansion, capitalising both on the integration of the companies acquired and the Group's organic growth.

Chairman of the Board of Directors
Alberto Lavazza
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TORINO,ITALIA,1895 Accountlng Statements Consolidated Statement of Profit or Loss

Consolidated Statement of Financial Position CONSOLIDATED STATEMENT OF PROFIT OR LOSS Notes Year 2018 Year 2017
Net revenues 11.1 1,870,003 1,710,324
Cost of sales 11.2 (1,138,308) (1,056,669)

Notes 31.12.2018 31.12.2017
GROSS MARGIN 731,695 653,655

Goodwill 10.1 1,060,188 525,285

Other intangible assets 10.2 372,734 371,955 ) —
Promotional and advertising expenses 11.3 (197,660) (192,130)
Property, plant and equipment 10.3 674,028 556,655 )
Selling costs 11.4 (177,334) (135,988)
Investments in other companies 10.4 23,674 23,291 — )

General and administrative expenses 115 (200,896) (193,966)

Non-current financial assets 10.5 53,276 41,926
Research and development costs 11.6 (9,019) (6,250)

Deferred tax assets 10.6 58,735 29,376 —

Other operating income (expense) 11.7 (26,943) (13,117)

Other non-current assets 10.7 4,323 4,203
OPERATING PROFIT 119,843 112,204

Total non-current assets 2,246,958 1,552,691
Non-recurring income (expense) 11.7 (9,138) (3,703)

Inventories 10.8 361,620 360,194
RESULT BEFORE THE FINANCIAL COMPONENT AND TAXES 110,705 108,501

Contents Trade receivables 10.9 308,811 329,189

Current tax receivables 10.10 23,911 45,718 ) —
Financial income (expense) 11.9 5,669 (3,255)
Other current assets 10.7 122,595 89,225 — i

Dividends and results from investments 11.9 163 124

Company Officers and Group Structure Current financial assets 10.5 225,117 373,360
PROFIT BEFORE TAXES 116,537 105,370

Directors' Single Report on Operations Cash and cash equivalents 10.11 595,313 593,567

Total current assets 1,637,367 1,791,253

Income taxes for the year 11.10 (28,605) (27,455)

PROFIT (LOSS) FROM OPERATING ACTIVITIES 87,932 77,915
LAVAZZA GROUP — CONSOLIDATED FINANCIAL STATEMENTS AT 31 DECEMBER 2018 TOTAL ASSETS 3,884,325 3,343,944 ! !

Accounting Statements
 Consolidated Statement of Financial Position

Profit / (loss) from discontinued operations

* Consolidated Statement of Profit or Loss Share capital 10.12 220 25,000
* Consolidated Statement of Comprehensive Income Reserves 10.12 2,151,900 2,167,078
» Consolidated Statement of Cash Flows PROFIT (LOSS) FOR THE YEAR 87,932 77,915
C ‘ . . Profit for the year 87,619 77,656
* Consolidated Statement of Changes in Equity NON-CONTROLLING INTERESTS 313 259
Equity attributable to the Group 2,264,519 2,269,734
Notes to the Consolidated Financial Statements ; - T PROFIT (LOSS) ATTRIBUTABLE TO THE GROUP 87,619 77,656
Equity attributable to non-controlling interests 10.12 2,761 2,562
Independent Auditors’ Report Profit (Loss) of non-controlling interests 313 259
TOTAL EQUITY 2,267,593 2,272,555
LUIGI LAVAZZA S.P.A. — FINANCIAL STATEMENTS AT 31 DECEMBER 2018
Non-current financial liabilities 10.13 720,658 403,543
Accounting Statements Provisions for employee benefits 10.14 79,421 29,577
* Balance Sheet
» Statement of Profit or Loss Provisions for risks and charges 10.15 57,328 24,945
" Statement of Cash Flows Deferred tax Liabilities 10.6 62,453 58,122
Notes to the Financial Statements Other non-current liabilities 10.18 365 139
Statutory Auditors' Report Total non-current liabilities 920,225 516,326
Independent Auditors' Report .
Current financial liabilities 10.13 144,336 108,040
Trade receivables 10.17 365,577 320,017
Current tax payables 10.16 6,849 2,380
Other current Liabilities 10.18 155,024 105,221
Total current liabilities 696,507 555,063
TOTAL LIABILITIES 3,884,325 3,343,944
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Consolidated Statement of Comprehensive Income

Consolidated Statement of Cash Flows

Year 2018 Year 2017
PROFIT (LOSS) FOR THE YEAR 87,932 77,915
Other components of comprehensive income that will be subsequently reclassified
to profit / loss for the year (net of taxes):
Translation differences of foreign financial statements (7,081) (4,256)
(Loss)/gain from hedging derivatives (cash flow hedge) (13,092) (5,251)
(Loss)/gain from securities held for sale 52 1,611
Total other components of comprehensive income that will be subsequently reclassified
to profit / Loss for the year, net of taxes (20,121) (7.896)
Other components of comprehensive income that will not be subsequently reclassified
to profit / (Loss) for the year (net of taxes):
(Loss)/gain from revaluation of defined benefit plans (276) 278
Total other components of comprehensive income that will not be subsequently (276) 278
reclassified to profit / (Loss) for the year, net of taxes
TOTAL COMPONENTS OF COMPREHENSIVE INCOME, NET OF TAXES (20,397) (7,618)
TOTAL PROFIT/(LOSS) OF COMPREHENSIVE INCOME, NET OF TAXES 67,535 70,297
Attributable to:
Equity holders of the Parent 67,704 70,234
Non-controlling interests (169) 63

2018 2017
PROFIT FOR THE YEAR 87,932 77,915
Income taxes 28,520 27,455
Financial expense / (income) (2,533) (2,588)
Value adjustments to financial assets and liabilities (8,522) (4,469)
RESULT BEFORE TAXES, INTEREST AND ADJUSTMENTS TO FINANCIAL ASSETS 105,397 98,313
(Gains) losses from disposal of assets 744 673
Provisions, employee benefits and other non-monetary components 50,237 41,104
Amortisation, depreciation and write-downs 87,237 82,221
RESULT ADJUSTED FOR NON-MONETARY COMPONENTS 243,615 222,311
Change in trade receivables 34,961 (8,109)
Change in inventories 22,660 (25,290)
Change in trade payables (541) (17,244)
Change in other receivables/payables (3,728) (13,467)
CASH FLOW AFTER CHANGES IN NET WORKING CAPITAL 296,967 158,201
Taxes paid (10,183) (15,580)
Use of provisions and indemnities paid (19,813) (45,531)
Interest and dividends received, interest (paid) 2,534 6,188
CASH FLOWS GENERATED BY OPERATING ACTIVITIES 269,505 103,278
Purchase of property, plant and equipment (85,839) (84,828)
Purchase of intangible assets (14,835) (14,345)
Change in current financial assets 141,240 136,069
Change in non-current financial assets (3,142) 1,029
Change in derivatives (1,148) 0
Acquisitions (545,963) (149,282)
CASH FLOWS USED FOR INVESTING ACTIVITIES (509,687) (111,357)
New loans and bank debts 410,618 0
Repayment of loans and bank debts (90,257) (40,667)
Dividends paid (77157) (27,000)
CASH FLOWS FROM (USED FOR) FINANCING ACTIVITIES 243,204 (67,667)
Exchange rate effect (1,276) (1,970)
CASH FLOWS GENERATED (USED) 1,746 (77,716)
Cash and cash equivalents at year-start 593,567 671,283
Cash and cash equivalents at year-end 595,313 593,567
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. . . Reserve for Reserve of Reserve for . . Equity attributable
Movements in equity Share capital Share premium Treasury Other equity Reta!ned Cash flow hedge adjustment to FVOCI financial translation FTA reserve Equity attributable to non-controlling Total equity
account shares reserves earnings reserve . . to the Group .
employee benefits instruments differences interests
Balance at 1 January 2017 25,000 224 (17,733) 627,824 1,508,974 2,626 (124) 0 0 83,376 2,230,167 1,517 2,231,684
Profit for the year 77,656 77,656 259 77,915
Other components of comprehensive
) (5,251) 278 1,611 (4,060) (7,422) (196) (7,618)
income
Total comprehensive profit/(loss)
25,000 224 (17,733) 627,824 1,586,630 (2,625) 154 1,611 (4,060) 83,376 2,300,401 1,580 2,301,981
for the year
Option rights (4,590) (4,590) (4,590)
Payment of dividends (27,000) (27,000) (27,000)
Reclassifications - other movements 411 (510) (33) 1,055 923 1,241 2,164
Balance at 31 December 2017 25,000 224 (17,733) 623,645 1,559,120 (2,658) 1,209 1,611 (4,060) 83,376 2,269,734 2,821 2,272,555
Contents
. . . Reserve for Reserve of Reserve for . . Equity attributable
Movements in Equity Share capital Share premium Treasury Other equity Retal.ned Cash flow hedge adjustment to FVOCI financial translation FTA reserve Equity attributable to non-controlling Total equity
account shares reserves earnings reserve . . to the Group .
Company Officers and Group Structure employee benefits instruments differences interests
Directors' Single Report on Operations Balance at 1 .lanuary 2018 25,000 224 (17,733) 623,645 1,559,120 (2,658) 1,209 1,611 (4,060) 83,376 2,269,734 2,821 2,272,555
Profit for the year 87,619 87,619 313 87,932
Other components of comprehensive (13.092) (276) 5> (7158) (20,474) -7 (20397)
LAVAZZA GROUP — CONSOLIDATED FINANCIAL STATEMENTS AT 31 DECEMBER 2018 income ! ! ! !
. Total comprehensive income/(loss
Accounting Statements P " ) 25,000 224 (17,733) 623,645 1,646,739 (15,750) 933 1,663 (11,218) 83,376 2,336,879 3,211 2,340,090
* Consolidated Statement of Financial Position for the year
* Consolidated Statement of Profit o Loss Exercise of option rights 4,590 4,590 4,590
* Consolidated Statement of Comprehensive Income
« Consolidated Statement of Cash Flows Payment of dividends (77157) (77157) (77157)
" Consolidated Statement of Changes in Equity Reclassifications - other movements 207 207 (137) 70
Notes to the Consolidated Financial Statements Balance at 31 December 2018 25,000 224 (17,733) 628,235 1,569,789 (15,750) 933 1,663 (11,218) 83,376 2,264,519 3,074 2,267,593
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Notes to the Consolidated Financial Statements

1. Company information

The publication of the Consolidated Financial Statements of Luigi Lavazza S.p.A. (the Parent Company) for the year ended
31 December 2018 has been authorized by the Board of Directors on 28 March 2019. Luigi Lavazza S.p.A. is a company limited by
shares registered and domiciled in Europe. The registered office is in Turin, via Bologna 32.

Luigi Lavazza S.p.A. and its investee companies are directly and indirectly controlled by Finlav S.p.A., with registered office in
Turin, Via Bologna 32.

The Lavazza Group produces and distributes coffee in Italy and internationally under its own brand and other leading industry
brands (Carte Noire, Merrild and Kicking Horse).

The Lavazza Group's consolidated financial statements at and for the year ended 31 December 2018 have been prepared on a
going-concern basis.

2. Accounting standards

2.1 Principles of preparation of the Consolidated Financial Statements

The Group's Consolidated Financial Statements at 31 December 2018 have been prepared in accordance with the International
Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) and endorsed by the
European Union. IFRS isalso meantto include all revised international accounting standards (IAS) and all the interpretations of the
International Financial Reporting Interpretation Committee (IFRIC) previously known as Standing Interpretation Committee (SIC).
In 2018, the Group did not apply any IFRS in advance.

The consolidated financial statements have been prepared on a cost basis, taking account of impairment, where appropriate,
with the exception of derivatives and new acquisitions, which have been accounted for at their fair value, unless IFRSs permit a
different basis of measurement.

The consolidated financial statements at and for the year ended 31 December 2018 have been prepared by treating the business
as a going concern, inasmuch as it may reasonably be expected that the Company will continue to operate for the foreseeable
future.

The carrying amounts of assets and liabilities subject to fair value hedging transactions, which would otherwise be measured at
cost, have been adjusted to take account of the changes in fair value attributable to the hedged risk.

The consolidated financial statements have been presented in euro and all values have been rounded to thousands of euro,
unless otherwise indicated.

The Group adopted international accounting standards (IASs/IFRSs) for the first time in 2018. Accordingly, Annex 1 includes the
“Note on the transition to IASs/IFRSs", as required by IFRS 1 (First-time Adoption of International Financial Reporting Standards).

The financial statements of consolidated subsidiaries have been prepared in reference to the same reporting period, adopt the
same accounting principles as the Parent Company and have been included in the consolidated financial statements from the
date on which the Group acquires control until the moment such control ceases to exist. Where the Group loses control of a
subsidiary, the consolidated financial statements include the subsidiary's performance in proportion to the period in which the
Group exercised control.

Any non-controlling interests in the equity and reserves of subsidiaries and non-controlling interests in the profit or loss for the
year of consolidated subsidiaries are separately presented in the consolidated statement of financial position and consolidated
statement of profit or Loss.

2.2 Consolidated Accounting Statements

The statement of financial position presents a separate classification of assets and liabilities as “current/non current”. The
statement of profit or loss classifies expenses by their function. The statement of cash flows is presented using the indirect
method.

An asset is classified as current when:

* itis expected to be realised or is held to sell or consume, in its normal operating cycle;

* itis held primarily for the purpose of trading;

* itis expected to be realised within twelve months after the reporting period; or

 itis cash ora cash equivalent unless the asset is restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period.

All other assets are classified as non-current.

A liability is classified as current when:

* itis expected to be settled in its normal operating cycle;

* itis held primarily for the purpose of trading;

* |tis due to be settled within twelve months after the reporting period; or

* the entity does not have an unconditional right to defer settlement of the liability for at least twelve months after the reporting
period.

The Group classifies all other liabilities as non-current.
Deferred tax assets and liabilities are classified as non-current assets and Liabilities.
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3. Consolidation area and changes

The consolidated financial statements include the financial statements at and for the year ended 31 December 2018 of Luigi
Lavazza S.p.A., the Parent Company, and the subsidiaries for which Luigi Lavazza S.p.A. has the power to direct the relevant
activities of the company and is exposed to the variability of their performance.

The consolidation area at 31 December 2018 has changed compared with the previous year as a result of the following transactions:

* On 27 December 2018, the Lavazza Group acquired from the Mars Group Incorporated the Drinks business, which
includes the Flavia and Klix systems, two leading Office Coffee Service (OCS) and Vending brands. The acquisition of the
new business line renamed Lavazza Professional was carried out through two newly incorporated holdings (Lavazza
Professional Holding USA and Lavazza Professional Holding Europe), directly controlled by the Parent Company.
The two holding companies control the companies operating in the USA and Japan and those operating in
Germany, France and the UK, respectively. The Report on Operations provides further information on this subject.
The acquisition agreement envisages a price adjustment to be finalised by the first half of 2019. The purchase price allocation
process has yet to be started by the Parent Company. Accordingly, the temporary difference between the price paid and the
fair value of the net assets acquired (€527 million) has been provisionally allocated to goodwill. In accordance with IFRS 3,
the allocation must be completed for the purposes of the preparation of the financial statements at and for the year ending
31 December 2019;

e On 1 July 2018, the Lavazza Group acquired 100% of the business of The Blue Pod Coffee Company, which has been for over
ten years the Lavazza Group's exclusive distributor in Australia in the OCS (Office Coffee Service) sector. The acquisition was
carried out through the newly incorporated company Lavazza Australia OCS ty Ltd, 100% controlled by Lavazza Australia Pty
Ltd. The allocation of the price paid was completed in 2018.

Contents

Company Officers and Group Structure

. e . The following table provides a detail of the above-mentioned transactions:
Directors' Single Report on Operations
Mars Drinks Blue Pod

(Lavazza Professional)
LAVAZZA GROUP — CONSOLIDATED FINANCIAL STATEMENTS AT 31 DECEMBER 2018
€ million Provisional Fair Value Definitive Fair Value

Accounting Statements

« Consolidated Statement of Financial Position Non-current assets 89.1 2.2

» Consolidated Statement of Profit or Loss Current assets 97.0 1.0

* Consolidated Statement of Comprehensive Income

« Consolidated Statement of Cash Flows Total assets 186.1 3.1

* Consolidated Statement of Changes in Equity

Notes to the Consolidated Financial Statements Total non-current liabilities 18.1 0.1
Provisions for employee benefits 50.3

Independent Auditors' Report s

P P Current Liabilities 69.7 1.7

Total liabilities 138.1 1.8

LUIGI LAVAZZA S.P.A. — FINANCIAL STATEMENTS AT 31 DECEMBER 2018 Total net assets acquired 48.0 1.3
Price paid 575.3 85

Accounting Statements

« Balance Sheet Price difference to be allocated 527.3 7.2
* Statement of Profit or Loss Customer relations 1.0
* Statement of Cash Flows - i

Deferred taxes on price allocation (0.3)
Notes to the Financial Statements Goodwill (*) 527.3 6.5
Statutory Auditors’ Report (*) Provisional, with reference to the acquisition of the Drinks business.

Provisional goodwill is broken down by acquired company, as follows: Mars Drinks USA (currently Lavazza Professional North America LLC) equal to €400.7; Mars
Drinks Germany (currently Lavazza Professional Germany GmbH) equal to €76.8 million; Mars Drinks UK (currently Lavazza Professional UK Limited) equal to €40
million; Mars Drinks France (currently Lavazza Professional France) equal to €7 million and Mars Japan (currently Lavazza Professional Japan GK) equal to €2.7
million.

Independent Auditors' Report

ABSTRACT 2018

During the year, the Parent Company acquired the remaining 19.47% stake in Nims S.p.A.

The company Espresso Service Proximité S.A. was merged into Lavazza France S.a.s., effective 1 January 2018.
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The following table provides the Llist of consolidated companies, associates and other minor investees.

Denominazione Registered office Share capital :g:ehcill; in:::ehcetll; :/;:Zl:,:':
PARENT COMPANY:

Luigi Lavazza S.p.A. Turin EUR 25,000,000 - - -
COMPANIES CONSOLIDATED USING

THE LINE-BY-LINE METHOD:

Nims S.p.A. Padua EUR 3,000,000 97.33 - 100
Lavazza France S.a.s. Boulogne EUR 21,445,313 100 - 100
Carte Noire S.a.s. Boulogne EUR 103,830,406 100 - 100
Carte Noire Operations S.a.s. Lavérune EUR 11,517,350 - 100 100
Lavazza Kaffee G.m.b.H. Vienna EUR 218,019 100 - 100
Lavazza Deutschland G.m.b.H. Frankfurt EUR 210,000 100 - 100
Lavazza Premium Coffees Corp. New York USD 30,800,000 93 - 93
Kicking Horse Coffee Co. Ltd. Invermere CAD 214,994,202 80 - 80
Lavazza Coffee (UK) Ltd Uxbridge GBP 1,000 100 - 100
Lavazza Espana S.L. Barcelona EUR 1,090,620 100 - 100
Lavazza Sweden AB Stockholm SEK 100,000 100 - 100
Lavazza do Brasil Ltda Rio de Janeiro BRL 77,097,753 99.53 0.47 100
Cofincaf S.p.A. Turin EUR 3,000,000 99 - 99
Lea S.r.L Turin EUR 100,000 99.9 0.1 100
Lavazza Eventi S.r.L. Turin EUR 100,000 100 100
Lavazza Netherlands B.V. Amsterdam EUR 111,500,000 100 - 100
Fresh & Honest Café Ltd Chennai INR 73,414,000 - 99.99 99.99
Coffice SA Buenos Aires ARS 10,468,283 97.54 2.46 100
Almada Comercio de Café Ltda Sao Paulo BRL 1,000,800 - 100 100
Lavazza Australia Pty Ltd Hawthorn AUD 7,310,600 100 - 100
Lavazza Capital S.r.L. Turin EUR 200,000 100 - 100
Merrild Kaffe ApS Middelfart DKK 50,000 100 - 100
Merrild Baltics SIA Riga EUR 2,828 - 100 100
Lavazza Professional France Roissy en France EUR 270,750 - 100 100
Lavazza Professional North America LLC Wilmington, Delaware usD n.d. - 100 100
;igii;::i;ﬁ::a[ Holding Wilmington, Delaware usD 1 100 - 100
Lavazza Professional UK Limited Basingstoke GBP 34,084,001 - 100 100
Lavazza Professional Germany GmbH Verden EUR 50,000 - 100 100
Lavazza Professional Japan GK Tokyo JPY 1,000 - 100 100
Lavazza Australia OCS Pty Ltd Mulgrave AUD 3,000,000 - 100 100
Lavazza Professional Holding Europe S.r.L. Turin EUR 1,000,000 100 100
OTHER INVESTMENTS

Immobiliare I.LN.N.ET. S.r.L. Turin EUR 30,000 100 - 100
Lavazza Maroc S.a.r.l. Casablanca MAD 10,000 100 - 100
Lavazza Trading (Shenzhen) Co. Ltd. Shenzhen CNY 8,201,500 100 - 100
International Coffee Partners G.m.b.H. Hamburg EUR 175,000 20 - 20
INVESTMENTS VALUED AT FAIR VALUE:

Inv. A.G. S.r.L. Milan EUR 207,637,307 6.09 - 6.09
Clubitaly S.p.A. Milan EUR 103,300 412 - 412
Connect Ventures One LP London GBP n.d. 2.53 - 2.53
Casa del Commercio e Turismo S.p.A. Turin EUR 114,700 - 3 3
Air Vallée S.p.A. St. Cristophe EUR 6,000,000 2 - 2
Tamburi Investment Partners S.p.A. Milan EUR 76,853,716 0.93 - 0.93
Immobiliere 3 F

(formerly Le Foyer du Fonctionnaire) Paris EUR 46,552,000 n.d. i n.d.
Idroelettrica S.c.r.l. Aosta EUR 50,000 0.1 - 0.1

_ B
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4. Consolidation criteria

The Consolidated Financial Statements include the financial statements of Luigi Lavazza S.p.A. and its subsidiaries at 31 December
2018. Control is obtained when the Group is exposed or entitled to variable returns arising from its relationship with the investee
entity, together with the ability to influence such returns by exercising its power over the said entity.

Specifically, the Group controls an investee if it has all the following:

* powerovertheinvestee, thatis to say the ability to direct the relevant activities of the investee, i.e., the activities that significantly
affect the investee's returns;

* exposure or rights to variable returns from its involvement with the investee;

* the ability to use its power over the investee to affect the amount of the investor's returns.

In general, the majority of voting rights is deemed to entail controls over the investee. In support of this presumption, and
when the Group holds less than the majority of voting rights (or similar rights), the Group considers all relevant facts and
circumstances to determine whether it controls the investee, including:

e contractual agreements with other vote-holders;

 rights under contractual agreements;

 voting rights and potential voting rights of the Group.

Consolidation of an investee begins from the date the Group obtains control of the investee and ceases when the Group loses
control of the investee. Assets, liabilities, revenues and costs of the subsidiary acquired or disposed of during the year are
included in the consolidated financial statements from the date the Group obtains control until the date the Group no longer has
control over the subsidiary.

All subsidiaries are consolidated using the line-by-line method. According to this method, the consolidated entities' assets,
liabilities, income and expenses are incorporated into the consolidated financial statements line by line. The carrying amount of
the investments is derecognised together with the corresponding share of the investees' equity, attributing each asset and liability
its current value at the date of acquisition of control. Any residual difference, where positive, is taken to goodwill; where negative,
it is taken to the statement of profit or loss.

When preparing the consolidated financial statements, all elements of assets and liabilities, income and expenses and cash flows
between Group entities are eliminated, along with unrealised gains and losses on intra-Group transactions.

All assets and liabilities of foreign entities in currencies other than the euro that fall within the scope of consolidation are
translated at the spot exchange rates at the reporting date (current exchange rate method), whereas the related revenues and
costs are translated at the average exchange rates for the year. Exchange differences on the translation of foreign operations
arising from this method are classified in equity.

The profit (Loss) for the year and all other components of other comprehensive income are attributed to the shareholders of the
parent company and non-controlling interests, even if this entails that non-controlling interests have a negative balance. Where
necessary, the financial statements of the subsidiaries are adjusted as appropriate in order to ensure conformity with the Group's
accounting policies. ALl intra-Group assets and Lliabilities, equity, revenues, costs and cash flows relating to transactions between
Group entities are fully eliminated during the consolidated process.

Changes in the percent interest in a subsidiary that do not entail a Loss of control are accounted for using the equity method.
The consolidated financial statements are presented in euro, the functional and presentation currency adopted by the parent
company. Each Group entity determines its own functional currency, which is used to measure the items included in the individual
financial statements. The Group adopts the direct consolidation method. The amount that arises from the use of this method is
represented by the gain or loss reclassified to the statement of profit or loss when a foreign subsidiary is disposed of.

The exchange rates used for translating financial statements denominated in currencies other than the Euro are as follows:

2018 2017

Average Average
Currency Year-end Year-end

exchange rate exchange rate
US Dollar 1.18 1.45 113 12
Pound Sterling 0.89 0.89 0.88 0.89
Brazilian Real 4.31 4.44 3.61 3.97
Swedish Krona 10.26 10.25 9.64 9.83
Indian Rupee 76.61 79.73 73.52 76.61
Australian Dollar 1.58 1.62 1.47 1.53
Danish Krone 7.45 7.47 7.44 7.45
Canadian Dollar 1.53 1.56 1.47 15
Japanese Yen 130.4 125.85 N/A N/A
Argentine Peso (¥) 43.16 43.16 18.82 22.93

(*): Companies in hyperinflation; we applied average exchange rate, identical to the year-end exchange rate
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5. Main principles used for the preparation of the Financial Statements

Business combinations and goodwill

Business combinations are recognised using the acquisition method. The cost of an acquisition is determined as the sum of
the consideration transferred, measured at its acquisition date fair value, and the amount of the non-controlling interest in the
acquiree. For each business combination, the Group determines whether to measure the non-controlling interest in the acquiree
at fair value or in proportion to the non-controlling interest share of the acquiree's identifiable net assets. Acquisition costs are
expensed during the year and classified as administrative expenses.

When the Group acquires a business, it classifies or designates financial assets acquired or the liabilities assumed in accordance
with the contractual terms, economic conditions and other relevant conditions in effect at the acquisition date.

Any contingent consideration to be paid is recognised by the acquirer at its acquisition date fair value.

Goodwill is initially recognised at cost, represented by the amount by which the sum of the consideration paid and amount
recognised for non-controlling interests exceeds the identifiable net assets acquired and Lliabilities assumed by the Group. If the
fair value of the net assets acquired exceeds the consideration, the difference (gain) is taken to the statement of profit or Loss.
After initial recognition, goodwill is not amortised, but measured at cost, net of cumulative impairment Losses. For impairment-
testing purposes, the goodwill acquired in a business combination is allocated at the acquisition date to each cash-generating
unit of the Group that is expected to benefit from the synergies of the combination, regardless of whether other assets or liabilities
of the acquiree are assigned to the units concerned.

If goodwill has been allocated to a cash-generating unit, and the entity disposes of part of the unit's assets, the goodwill associated
with the asset disposed of is included in the carrying amount of the asset when determining the gain or loss on disposal. The
goodwill associated with the asset disposed of is determined on the basis of the values of the asset disposed of and the retained
portion of the cash-generating unit.

Investments in associates

An associate is an entity over which the Group has significant influence. Significant influence means the power to participate in
the financial and operating policy decisions but not to control them.

The Group's investments in associates are measured using the equity method.

The associate's goodwill is included in the carrying amount of the investment and is not subject to an impairment test.
Following the application of the equity method, the Group assesses whether it is necessary to recognise impairment of its equity
interest in the associated companies as the difference between the recoverable amount and carrying amount of the associate.
When the Group ceases to have a significant influence over the associate, it measures and recognises the remaining investment
at fair value. The difference between the carrying value of the investment at the date significant influence or joint control cease
and the fair value of the remaining investment and the consideration received is recognised through profit or Loss.

Fair value measurement

The Group measures financial instruments such as derivatives and non-financial assets such as investment properties, at fair
value at each balance sheet date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that the transaction to
sell the asset or transfer the liability takes place either:

* Inthe principal market for the asset or liability

or

* Inthe absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the
asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate economic benefits
by using the asset in its highest and best use or by selling it to another market participant that would use the asset in its highest
and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

All assets and Lliabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair

value hierarchy, described as follows:

* Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities, which the entity can access
at measurement date;

* Level 2— Input other than quoted prices included in Level 1, directly or indirectly observable for the asset or liability;

* Level 3— Valuation techniques for which the input data are unobservable for the asset or liability.

The fair value measurement is wholly classified in the same fair value hierarchy level in which the lowest level input used for
measurement is classified.

For assets and liabilities that are recognised in the financial statements at fair value 