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THE CO-GENERATION SYSTEM AT THE CAMPOVERDE DI APRILIA PLANT

In 1994, following the increased demand for electricity and thermal energy determined by the production facilities at the time,
a feasibility study was launched and concluded to assess the installation of a steam and electricity co-generation production
system at the Recordati chemical plant in Campoverde di Aprilia. Following the completion of the feasibility study,

a co-generation system was installed at the site, entering into service in September 1996 and in operation ever since.
Co-generation is defined as the combined generation of electricity and heat based upon a cascade process where electricity
is produced using a high temperature thermo-dynamic cycle which, in turn, releases heat and produces thermal energy.

In the industrial sector, co-generation is also produced using gas-powered turbines.

The co-generation system at the Campoverde di Aprilia plant is equipped with a 15-bar methane gas turbine. In its current
configuration and with an air temperature of 9°C, the system is able to generate a maximum output of approximately 4.3 MW
of electricity.

Gas turbines operate by burning the fuel source in a special combustion chamber and expanding it with compressed air inside
the turbine itself. During expansion, the mixture of air and fuel interacts with the blades of the turbines and activates

the rotational motion of the rotor to generate mechanical energy.

This mechanical energy is then converted into electricity by an alternator.

The fumes produced by the gases expanded in the turbine are emitted at very high temperatures (450-500°C) and consequently
specialist heat exchangers or boilers may be used (the Recordati plant at Campoverde di Aprilia uses a steam recovery boiler -
Figure 1) to produce hot water or steam.

The use of the steam recovery boilers prevents exclusive use of methane gas to meet the plant’'s demand for steam for use

in chemical processes and as a heating fluid.

The steam recovery boiler installed in the co-generation system, which recovers the gases expanded in the turbine, enables
the production of 15-bar saturated steam up to a capacity of 16 tons per hour.

Figure 1
Exhaust gases vent and recovery boiler - Co-Generation System - Campoverde di Aprilia Plant

If this steam had not been produced by the recovery of gases in the turbine, it is estimated that in 2019 an annual amount
of around 4.5 million m?® of gas would have been used.

As described above, the co-generation system at the Campoverde di Aprilia plant features a gas turbine (Figure 2) fuelled
by methane gas at a pressure of 15 bar and above constructed by the company SOLAR (model TBM-T50), coupled
by a reduction gearbox to a GEC Alstohm alternator.



- 153

In its current configuration and with an air temperature of 9°C, the system is able to generate a maximum output

of approximately 4.3 MW of electricity.

The gas turbine is composed of three main pieces of machinery: the compressor, the combustion unit and the power turbine.
The compressor draws in air from the environment through filters, compressing it in the combustion chamber (combuster).
The sparks generated by the spark plugs in the ignition chamber light the flame in the combustion chamber. The expansion
of the discharged gases causes the power turbine to rotate, enabling the transmission of mechanical energy to the rotator
shaft to which it is keyed. The final conical cog of the compressor shaft is connected to the gearbox.

The reduction gearbox, which is a coupling mechanism with a rotating body able to vary the torque and the angular speed,
enables the reduction in rotation speed of the power turbine from 15,000 g/min to 1,500 g/min, the correct rotation speed
for the generation of electricity at a voltage of 6300 V and a frequency of 50 Hz.

Figure 2
The gas turbine during its replacement (left); the dismantled reduction gearbox during installation (right) (August 2016)

The gas turbine and reduction gearbox continue to operate 24 hours a day year-round, except for the scheduled site closures
in August (at least three weeks), in the last eight days of December and at Easter (except in the last three years).

The manufacturer of the two machines, Turbomach, recommends a full service at its offices at least every 32,000 hours

of operation, which in the Campoverde di Aprilia plant is the equivalent of four years. This service requires the gas turbine
and the reduction gearbox to be completely dismantled, replacing the machines with equivalent newly serviced systems
with operating times reset to zero.

In 2016 the control system of the entire machine was replaced with a new, more reliable system.

Both the gas turbine and the reduction gearbox are covered by Maintenance Service Agreements and are continuously
monitored by the manufacturer. Furthermore, both the turbine and the reduction unit are subject to ordinary maintenance
activities twice a year by Turbomach technicians.

This enables the Recordati site at Campoverde di Aprilia to guarantee the constant supply of electricity to its systems
for safety reasons.

In 2019 the combustion air filtration system of the cogeneration plant was replaced. The new filtration system consists
of new modules suitable to withstand air humidity, a new air cooling system using a dedicated exchanger and a new air
ducting system.

The air intake is equipped with a prefiltration system with 24 filters and a main filtration system with as many filters
with a higher degree of filtration.

The new system installed has a number of advantages including a reduction in the number of compressor washes, increased
efficiency of the combustion air compressor and increased dust containment capacity - a cause of lower turboalternator
performance and wear and tear.
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Principle initiatives to reduce energy consumption
implemented by the Recordati

In recent years, the Italian Parent Group has launched a reduced energy
consumption policy through the implementation of initiatives aimed at
company vehicles, the technological modernisation of IT equipment such as
printers and photocopiers, and the use of LED lighting. This plan is enabling
the Group to reduce energy usage and mitigate the environmental impact
resulting from the use of company equipment, promoting a more efficient
use of energy resources and reducing CO2 equivalent gases. Attention to the
environment is therefore one of the primary themes for 2019, confirming
the Group's commitment to optimising environmental impact and enhancing
the value of the areas in which it operates without ever detracting from the
efficiency of its tools.

As confirmation of this commitment, in 2019 the Group began participating
in the CDP climate change programme. The CDP climate change programme
aims to reduce companies' greenhouse gas emissions and mitigate the
risk of climate change. CDP requests information on climate risks and
the opportunities and performance of the world's largest companies,
acknowledging the companies' commitment through an annual scoring
process (from Ato F) based on a self-assessment of the company. The Recordati
group obtained a C score during its first year of participation, demonstrating
its awareness of the topic.

In 2019 the Group also carried out a monitoring and control activity to assess
the emissions of its global fleet of company vehicles. This led the Parent Group
to request a detailed six-monthly report from all branches in order to highlight
the energy consumption and CO2 emissions of vehicles used by the Group.
This enabled the Group to optimise investments and evaluate corrective
actions, where necessary. In addition, the introduction of a software platform
is in its final phase that allows a constant updating of the branches' car fleet
through a connection of the renters that allows us to verify the acquisition of
new rental contracts and the emissions of new cars. In 2019, a total of 2,063
company cars were in use by employees of the Recordati Group, while the
average CO2 emissions emitted by the vehicles was 107 g/km, according to
the new Worldwide Harmonized Light-Duty Vehicles Test Procedures (WLTP).
For internal combustion vehicles, the application of the WLTP translates to
higher official values for fuel consumption and emissions compared to the
measurements made with the procedure used in 2017. Nonetheless, the
Group is continuing its objective to progressively and consistently reduce
this statistic over the coming years?". In this regard, the Group has a rigorous
vehicle selection policy, encouraging the selection of technologically
advanced hybrid solutions which have a reduced environmental impact.

In the last few years the Group has promoted various energy efficiency
initiatives implemented at individual branches, including the gradual and
systematic replacement of bulbs with new LED or energy-efficient bulbs.

In addition, at the French plant in Saint Victor, a study was carried out for the
installation of photovoltaic panels in order to limit energy consumption, while
at the Milan plant a feasibility study was carried out for the installation of a
cogeneration plant.

One important action by the Group in 2019 was the implementation of an
online portal (e.point) to manage energy consumption data with collection of
supply contracts and invoices for the Milan, Campoverde, Utebo, Saint Victor,
Nanterre and Cork sites. The implementation of this portal made it possible,
following the collection of data for the Italian sites of Milan and Campoverde
di Aprilia, to calculate the total CO2 emission from the energy purchased and
to cancel it through the purchase of electricity from 100% renewable sources
(Certificates of Guarantee of Origin).

For purchases made on ltalian territory, a "Zero Emission” certificate was
also obtained for 2019, thereby eliminating the greenhouse gas emissions
associated with the purchase of electricity for the year 2019.

In 2020 a feasibility study will be carried out in order to verify the possibility
of obtaining such certification also for the sites of Utebo, Saint Victor, Nanterre
and Cork.

In recent years the Irish plant in Cork has been committed to optimising
and streamlining its production chain through the use of a programming
procedure and preventive maintenance. The Energy Manager at the plant has
promoted initiatives to increase employee awareness regarding energy saving
according to a training plan agreed with Parent Group and smaller projects
approved at local level. In a tangible demonstration of this commitment, in
2012 the plant's efforts to reduce energy consumption were recognised by
the SEAI (Sustainable Energy Authority of Ireland) with the Energy Efficiency
Award for SMEs.

The energy efficiency initiatives at the Campoverde pharmaceutical chemical
plant concerned:

* the replacement of the lamps in the office building's lighting system with
LED lamps with a consequent reduction in consumption and reduction of
fire risks due to incandescent lamps;

* the installation of an air conditioning system in the VRF type office
building with lower power consumption;

o the installation of a new ACU for the supply of primary airinto the building
with lower energy consumption thanks to its heat recovery system;

* drafting of an energy analysis presented to ENEA in December 2019.

In addition, the investment for the replacement of 4 of the 5 power factor
correction switchboards of the plantis currently being approved, allowing the
total power factor correction capacity of these switchboards to be restored and
reducing the reactive electricity consumed by the plant.

In 2019, a design study was also conducted at the Campoverde di Aprilia
plant, together with an external company, for the installation of an energy
monitoring system, namely the installation of a series of energy meters and
a network for monitoring and recording measurements in order to be able to
implement an energy consumption reduction study in the future.

Greenhouse gases and other emissions

The Recordati Group's commitment to protecting the environment is also
expressed through policies and initiatives aimed at reducing the emission of
greenhouse gases and other air pollutants.

In all of the Group's production plants, old equipment containing fluorinated
greenhouse gases is being progressively replaced with new machinery that
does not use substances which are harmful to the ozone. Other initiatives to
reduce emissions have taken place:

* at the Saint Victor plant in France, where emission points have been
equipped with air filters to prevent the release of hazardous particles.
Each filtering system is regularly maintained by the internal maintenance
department;

* atthe Milan plant, all emission points with a high environmental impact
are monitored annually as required by the supervisory authority. In
addition, to monitor for greenhouse gas leaks from the compressed air
production system, detection sensors have been installed in the most
critical area of the system;

21 Average emissions of the vehicle fleet were calculated on the basis of estimated annual CO2 emissions and annual mileage of company vehicles.



« atthe Cork plantin Ireland, with the completion in 2017 of the project to
replace obsolete refrigerators which used R-22 as the refrigerating gas
with new units using R404a, a gaseous mix with a much lower impact on
the ozone layer. Furthermore, all emission points at the plant in Ireland
are monitored according to the requirements of the National Environment
Agency;

atthe Pardubice plantin the Czech Republic, where a new air conditioning
unit was installed in cleanrooms which does not contain gases such as
freon which are harmful to the ozone layer. The new system also offers
greater efficiency and reduces energy consumption;

atthe Cerkezkoy plantin Turkey, where all emission points were constantly
monitored in 2018, with the installation of new ventilation systems in
production and laboratory areas and the insertion of six new emission
sources (a total of 31 points of emission have been declared). Emissions
were measured by an accredited laboratory; emission values related to
the production process are well below locally permitted limits. In order
to constantly monitor GHG and other harmful emissions, the renewal of
measurements from all sources on the site is planned for 2020.

Atthe Campoverde di Aprilia plantin 2019, measures implemented to reduce
emissions of harmful substances into the atmosphere specifically regarded
the following actions:

* after a study was conducted in 2017 to assess the optimisation of
atmospheric emission treatment and mitigation systems, a new control
system to moderate emissions related to the works at the Latina Wing
building was installed, replacing the two existing water scrubbers (joint
project with the company Amec Foster Wheeler). In 2019 the design
study to strengthen the abatement system of the Rome Wing, which
will be completed in 2020, was close to completion. In addition, in 2020
the project study will be carried out to strengthen the plant emission
abatement system 45/46 to be able to proceed with its installation;

in 2018 the works to recondition the discharge areas of the centrifuges
used to isolate wet active substances were completed. The project aimed
toisolate the discharge zone from the surrounding area and to install UTA
air treatment units able to monitor particulate contamination according
to the parameters set forth by the 1SO 14644 guidelines for class 8
environments, or class D environments according to EU GMP;

to minimise both pollutant emissions and fuel consumption, the EMS
monitoring system for the TG1/1 and TG1 turboalternator emission
chimneys was installed in 2019;

In 2019, two additional cooling systems containing R-22 as a refrigerant
gas were uninstalled and replaced with the VRF system, the chiller of the
office building, and the chiller of the company canteen. Following the
replacements made, in the Campoverde plant, only one refrigerating unit
containing R-22 refrigerant gas remained;
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* In 2019 action was taken to purchase a new drum emptying machine for
emptying drums containing Thiophenol at plant 15 in order to exclude
the possibility of vapours escaping during this operation. For the same
purpose, in 2019, a four-yearly monitoring programme of approximately
12 km of pipelines containing hazardous substances was implemented.
The monitoring, based on pipe thickness analysis, started and ended in
2019 with the first 3 km of pipeline checked. This will keep the pipelines
under control and minimize the probability of leakage and therefore the
emission of hazardous substances into the atmosphere.

In 2019, Scope 1 direct emissions relating to the use of energy for industrial
production (natural gas, diesel and fuel oil) remained mainly in line with
those of the previous year; furthermore, in 2018 the proportion of Scope 1
direct emissions caused by the Group's fleet of vehicles fell by approximately
20%.

Instead, Scope 2 indirect emissions due to the purchase of electricity from
the grid decreased by 6% according to the Location based approach and by
39% under the Market based approach. The latter high reduction is due to the
purchase of energy from renewable sources certified by Guarantee of Origin
for the Milan and Campoverde di Aprilia plants.

GREENHOUSE GAS EMISSIONS (TONS OF COp) FROM
RECORDATI'S PRODUCTION FACILITIES AND CAR FLEET 22

2019 2018 % Variation

Direct emissions (Scope 1) 36,904 35,232 5%

Relating to energy

consumption 29,185 28,056 4%

Relating to the company

vehicle fleet? 7,719 7,176 7%
Indirect emissions (Scope 2)-
Location-based approach? 10,705 11,407 -6%
Indirect emissions (Scope 2) -
Market-based approach? 8,201 13,427 -39%

With reference to other air pollutants, depending on the type of pollutant
various thresholds have been defined; these are respected by the Group thanks
to continuous monitoring and control activities of the emission points. In
particular, the list of authorised emission points at the Milan plant is included
by the Autorizzazione Unica Ambientale certification awarded in 2019.

Other emissions into the atmosphere are mainly due to the activities of the
chemical-pharmaceutical sites of Cork and Campoverde di Aprilia for which, for
almostall the substances listed below, more than 90% of total annual emissions
are recorded.

22 Source of emission coefficient data for natural gas, diesel and fuel oil: ltalian Ministry of the Environment and the Protection of Land and Sea, Table of National Standard Limits, 2019.
23 Scope 1 emissions relating to the use of fuel oil by company vehicles have been estimated based on the average mileage of each car and the average emission rating of fleet vehicles

(107 g/km).

24 The reporting standards applied (GRI Sustainability Reporting Standards 2016) provide for two different approaches for the calculation of Scope 2 emissions: “location-based”
and “market-based". The location-based approach uses national average emission factors relating to the specific configuration of national electricity production (source of emission factors:

TERNA, Confronti Internazionali, 2017).

25 The market-based approach uses an emission factor defined on a contractual basis with the electricity supplier.
Given the supply of electricity from renewable sources from the Milan and Campoverde di Aprilia plants guaranteed by certificates of Guarantee of Origin, these plants have not been included
in the calculation of Scope 2 emissions (according to the "Market based" approach). For all other plants, given the absence of specific contractual agreements with electricity suppliers, the
emission factors relating to the national "residual mix" (source of the residual mix) were used: AIB European Residual Mixes 2018 (Version 1.2, 2019-07-11) and AIB European Residual

Mixes 2017 (Version 1.13, 2018-07-11).
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OTHER EMISSIONS (KG/YEAR) FROM RECORDATI GROUP'S
PRODUCTION FACILITIES?®

2019 2018
Nitric oxide (NOy) 13,802 11,389
Sulphur oxide (SOy) 75 25
Persistent Organic Pollutants (POP) 0 0
Volatile Organic Pollutants (VOC) 2,586 4,178
Hazardous Air Pollutants (HAP) 1,916 1,923
Particulate Matter (PM) 3,848 4,103
Methane (CHg) 0 0
Others 5,469 415

SEO
MANAGEMENT OF WATER RESOURCES

In recognition of the value of natural resources, the Recordati Group is
developing production processes aimed at reducing water usage. In particular:

* at the head office in Milan, since 2016 the new heating and air
conditioning unit equipped with geothermal heat pumps has used
groundwater as the principle thermal carrier. The groundwater is drawn
from a shaft and channelled into the system for use in the heating or air
conditioning systems before being returned in its original condition to
the groundwater reserves via two return channels. The quantity of water
used and recycled by the heat pump is 110,330 m*/year and corresponds
to approximately 4% of the Group's annual water intake. Each year, the
chemical and physical characteristics (pH, suspended solids, BODS,
COD, metals, aromatic solvents, chlorinated aromatic solvents, aliphatic
solvents and surfactants) of the waste water, non-potable groundwater
and potable water from the aqueduct are monitored at the Milan plant
on a monthly basis;

for the building in Milan, in response to the problems encountered with
regard to the correct flow rate from the intake well, in order to ensure the
proper functioning of the heating and cooling system with geothermal
heat pump technology, a new well was excavated in 2019 to replace the
one currently in use, which will subsequently be used as a back-up;

at the Cork plant in Ireland, particular focus was given to water use,
particularly water used to ensure the correct operation of the scrubbers.
Inany case, water usage is constantly monitored to identify any anomalies
and facilitate prompt intervention when required. At the same plant, in
2017 a study was carried out to assess the current performance of the
biological process used to treat waste water, identifying any measures
that could improve the treatment process in terms of stability and the
effective removal of polluting substances. This study, which aimed to
verify the plant's compliance with the more stringent regulations due to
enter into force in the coming years, was completed in 2018. The new
legislation will be in force from 2020 and for such purpose a specific
budget was approved in 2019 to adapt to the new regulations and comply
with the legislative requirements;

* at the Utebo factory in Spain, groundwater used to ensure the correct
operation of the heat pumps in the heating and air conditioning system is
returned to the groundwater system;

at the Saint Victor plantin France, all industrial waste water is treated in a
20 m? tank before being disposed of as pharmaceutical waste. In order to
reduce the amount of water disposed of as pharmaceutical waste, water
used in the first cleaning process which contains high concentrations of
pollutantsis recovered and stored in vats for processing as pharmaceutical
waste. Furthermore, a study is currently being conducted into the recovery
of grey water for cooling and irrigation purposes.

In 2019, the overall water intake at the Group's production plants fell by 11%
compared to 2018. In particular, total water intake in 2019 was 2.5 million
cubic metres, of which 34% was surface water, 55% was groundwater and
the remaining part was taken from aqueducts. It should also be noted that in
2019, 20% of total water intake at the Group’s production plants was recycled
and reused internally.

WATER INTAKE AT RECORDATI GROUP PRODUCTION
PLANTS BY SOURCE

Unit of %

measurement Al AL Variation

Surface water m? 854,060 1,204,150 -29%
Groundwater m? 1,374,022 1,364,326 1%
Aqueduct m3 289,472 248,506 16%
Total m? 2,517,554 2,816,982 -11%

PERCENTAGE OF RECYCLED WATER AT RECORDATI GROUP
PRODUCTION PLANTS

2019 2018
Unit of f . f .
nito of total of total
measurement Total water Total water
intake intake
Quantity
of water recycled
and reused m? 493,436 20% 471,287 17%

26 Any significant changesin other emissions into the atmosphere are due to the way the data are calculated, since the annual value of these emissions is calculated by multiplying the result

of a single emission analysis (lasting 1 hour) and the annual operating hours.



5.4.
WASTE MANAGEMENT

The Recordati Group’s commitment to environmental protection is also
evidenced by its activities to reduce the waste produced by its activities
and ensure the correct disposal of chemical and pharmaceutical products,
particularly at its production sites.

The basis of waste management applied to all production sites is reduction,
reuse, recycling, recovery and disposal. The classification of waste according
to its origin and type (material and disposal method) is maintained within
the sites, leaving the waste collected and stored separately at defined delivery
points, and after temporary storage the waste is sent for recycling or disposal
(according to its characteristics). All waste is treated in accordance with the
relevant national regulations and for this reason each site has organised
specific procedures for waste management and disposal.

Depending on the planned storage and disposal process, it is of the utmost
importance that all employees working have received training in waste
classification. Training courses for newcomers and refresher courses are
therefore offered throughout the year.

At the Milan plant, the management of chemical-pharmaceutical waste is
governed by a specific internal procedure that associates each waste with an
internal code: HW (Hazardous Waste) such as solvents, excess pharmaceuticals,
filters, pharmaceutical waste and contaminated celite, and SNHW (Special
Non-Hazardous Waste) such as clean glass, special waste similar to sold urban
waste (SUW), paper, cardboard, wood and iron. In particular, the various types
of waste produced at the plant are classified as hazardous or non-hazardous.
In accordance with internal operating procedures, all waste is assigned an
EWC code which defines the relative management procedure for that type of
waste. From 2020, non-hazardous waste from the production process will be
sent to a waste-to-energy plant (a plant in which, using the heat developed
during the combustion of waste, steam is produced and used for the direct
production of electricity).

In accordance with the provisions of Italian legislation (Legislative Decree
no. 231/01), the Group's organisational model includes the appointment of
various waste management officers within the company. Furthermore, waste
disposal is contracted to specialist firms that hold the relative authorisations to
actas carriers, intermediaries and recipients. As well as the paper forms used
to identify transported waste, the SISTRI Waste Tracking System is also applied,
enabling the prompt and accurate tracking of special waste throughout the
supply chain.

Correct spillage management is regulated by a specific standard operating
procedure, which states that the spilled product must be collected using
absorbent sheets and pads suitable for use with all types of hazardous and
non-hazardous materials. Once used, the absorbent sheets are managed and
destroyed in the most appropriate way, considering the hazardous nature of
the product.

- 157

Other important waste disposal initiatives implemented at plants by the
Group include:

* the research programme at the Campoverde di Aprilia plant to investigate
the possibility of internally managing certain types of waste that have
previously been disposed of externally. For certain types of waste, this
project has resulted in a significant reduction in costs, due not only to
the internal management but also the reduction in number of transport
journeys and containers used. The reduction in the number of journeys is
in line with the policy of reducing external environmental impacts;

* the Cork plantin Ireland, solid hazardous waste is segregated on site by
production operators as soon as it is produced and is then sent off site
for incineration by specialised contractors. Liquid hazardous waste is
managed internally using closed systems: part of this waste is sent via
a specialised contractor for disposal, while the majority is treated at the
waste treatment plant of the Recordati Ireland branch. Biological sludge
extracted by the waste treatment plant is sent for incineration by the
specialist contractor. In addition, following a specialized study, a new
procedure is currently being developed at the Cork plant to provide a
detailed emergency plan to manage the release of thionyl chloride, the
most reactive and hazardous chemical used in the plant processes;

a new cardboard box compactor with an automatic lifting system for
emptying boxes was installed at the St. Victor plant in 2019 to eliminate
the need to lift and throw waste into the compactor. A project has also
been developed for the possible recycling of wastewater discharges for
water reuse through an effluent evaporation system. Through this process
only the sludge to be disposed of as waste would remain and annual
water consumption would be reduced. In addition, a project is being
implemented at the French site of St. Victor for the disposal and recycling
of used batteries in collaboration with the Telethon organization;

at the Cerkezkoy plant in Turkey, all waste is classified according to
three main categories: domestic waste (such as food waste), recyclable
and non-hazardous waste (such as paper, cardboard, plastic, glass and
aluminium packaging) and hazardous waste. A specific policy has been
adopted at the plant to regulate waste collection, storage, recycling and
transfer procedures. This policy includes a waste tracking system which
monitors the transfer of special waste throughout the supply chain in real
time. In 2018 a new area equipped with a controlled access system was
designated for the temporary storage of waste awaiting final disposal;

in addition, in the waste water treatment plant, a number of improvements
have been made which have led to a reduction in the pollution values
of waste water. Furthermore, these optimisation measures reduced the
consumption of chemical substances used in treatment plants, with a
consequent reduction in operating costs;

* atthe Milan plant, in order to limit the number of collections made by the
carrier, two waste compressor units have been installed, one for paperand
cardboard and one for special waste similar to SUW.

Atotal of 6,063 tonnes of waste was produced in 2019, of which 56% was
hazardous waste (substances defined as hazardous in the country of origin)
and 44% was non-hazardous waste (all other forms of liquid and solid waste).
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TOTAL WASTE PRODUCED BY RECORDATI GROUP PLANTS, SUBDIVIDED BY TYPE AND DISPOSAL METHOD

2019

Unit of

Non-hazardous

2018

Non-hazardous

Metodo di smaltimento AT e Hazardous waste T Total Hazardous waste R Total
Reuse tonnes 3 1 4 = 1 1
Recycling tonnes 44 600 644 36 551 587
Compost tonnes 24 24 - 24 24
Recovery tonnes 1,420 803 2,223 1,606 957 2,563
Incineration tonnes 530 25 999 403 18 a1
Landfill tonnes 55 35 90 34 72 106
Storage on site tonnes 3 3 2 2
Other” tonnes 1,322 1,198 2,520 1,121 1,067 2,188
Total tonnes 3,377 2,686 6,063 3,202 2,690 5,892

As regards the various disposal methods, particular emphasis was given
to the recycling of packaging materials and the use of reliable suppliers of
waste transportation and disposal services. In order to reduce the volume of
waste produced, the Recordati Group is committed to reducing the amount
of packaging entering the waste system and increasing consumer recycling
activities through re-engineering its products. The Group ensures that
the materials used in its packaging can be recycled or incinerated without
causing any negative environmental impacts or producing hazardous waste.

For example, the paper and cardboard used for the boxes and the paper
used for the package leaflets are completely recyclable and use ecologically
sustainable materials such as wood pulp from responsibly managed forests.
Moreover, where possible the Recordati Group is committed to reducing the
weight of packaging material and the proportion of non-recyclable waste.
When coordinating these initiatives, the Group works with national recycling
organisations such as CONAI (Consorzio Nazionale Imballaggi).

27 This category includes the disposal methods classified as D8, D9, D13, D14 and D15 used at the Campoverde di Aprilia plant and listed in Annex B of Italian Legislative Decree no. 152/06.
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The following table shows the material topics identified by Recordati relating to the GRI Reporting Standards and the topics covered by Legislative Decree no.
254/2016. For these topics, the column “Scope of material topics” lists all parties who may generate an impact for each topic, both internally and externally to the
Group. The column "Type of impact” indicates Recordati's role in relation to the general impact for each material topic.

Material topics
of the Recordati Group

Compliance
and business ethics

Anti-corruption
Risk management

Corporate Governance

Financial performance
Market presence

Commitment to local
communities

Access to medical products
and health insurance

Research and development

Patient health and safety
Anti-counterfeiting
Responsible marketing

Product quality and safety

Procurement practices

HR management

Diversity and equal
opportunities

Employee health and
safety

Training and development
Human rights

Efficient use of natural
resources

Environmental
conservation

Disposal of chemical
products and
pharmaceuticals

Correlation with GRI Standards

GRI 419: Socio-economic compliance

GRI 206: Anti-competitive practices

GRI 205: Anti-corruption
N/A
N/A

GRI201: Financial performance

GRI202: Market presence
GRI203: Indirect financial impacts
N/A

N/A

GRI416: Customer health and safety
GRI-417: Marketing and labelling
GRI-417: Marketing and labelling
GRI 416: Customer health and safety

GRI 414: Supplier Social Assessment

GRI 308: Supplier Environmental
Assessment

GRI 401: Employment

GRI 405: Diversity and equal
opportunities

GRI 403: Health and safety
in the workplace

GRI 404: Training and education

GRI 414: Supplier Social Assessment
GRI 302: Energy

GRI 303: Water

GRI 305: Emissions

GRI 307: Environmental compliance

GRI 306: Effluents and waste

Correlation with the
topics covered by
Legislative Decree
no. 254/2016
Fight against
active and passive
corruption

Fight against
active and passive
corruption

N/A

N/A

Social

Relating to staff
Social

Social

N/A

Social
N/A
N/A

Social
Social

Environmental

Relating to staff
Relating to staff

Relating to staff

Relating to staff
Human rights

Environmental

Environmental

Environmental

Scope of material topics

Recordati Group

Recordati Group
Recordati Group
Recordati Group

Recordati Group; Investors and the
financial community

Recordati Group;

Recordati Group; Local community;

Recordati Group; Clients and
consumers; Patients and associations

Recordati Group; Scientific
organisations and Universities

Recordati Group; Clients and
consumers; Patients and associations

Recordati Group
Recordati Group;

Recordati Group

Recordati Group; Suppliers
and strategic partners

Recordati Group; Employees

Recordati Group; Employees

Production plants; Suppliers and
strategic partners

Recordati Group; Employees
Recordati Group; Suppliers and
strategic partners

Production plants

Production plants

Production plants

Type of impact

Caused by the Group

Caused by the Group
Caused by the Group
Caused by the Group

Caused by the Group
Caused by the Group

Caused by the Group
Caused by the Group
Caused by the Group

Caused by the Group
Caused by the Group
Caused by the Group
Caused by the Group

Caused by the Group and directly
connected to its activities

Caused by the Group

Caused by the Group

Caused by the Group and directly
connected to its activities

Caused by the Group
Caused by the Group and directly
connected to its activities

Caused by the Group

Caused by the Group

Caused by the Group
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In accordance with the “Core” option of the “GRI Sustainability Reporting Guidelines”, performance indicators are presented in the table below. Each indicator
includes a reference to the section of the Non-Financial Statement where the indicator can be found or other relevant reference sources in the public domain.

Indicator References and other information Omissions

GRI 102: GENERAL DISCLOSURES (2016)

Organisation Profile

102-1 Name of Organisation Page 114
102-2 Activities, brands, products, and services Page 116; Annual Report, “Business activities” section
102-3 Location of headquarters Page 114
102-4 Location of operations Pages 12-13; page 116
Corporate Governance and Share Ownership Report,
102-5 Ownership and legal form “Issuer profile and general information” section
102-6 Markets served Page 116
Page 133; Annual Report, “Summary of results” section;
Corporate Governance and Share Ownership Report,
102-7 Scale of the organisation “Issuer profile and general information” section
102-8 Information on employees and other workers Pages 133-134; page 136; page 138
102-9 Supply chain Pages 130-131
Pages 114-115; Corporate Governance and Share
Significant changes to the organisation and its supply Ownership Report, “Introduction” and “Share ownership
102-10 chain information” sections
102-11 Precautionary Principle or approach Pages 119-121
102-12 External initiatives Pages 122-124
102-13 Membership of associations Page 124; pages 127-128
Strategy
102-14 Statement from senior decision-maker Annual Report, "Letter to Shareholders" section
102-15 Principle impacts, risks and opportunities Pages 120-121

Ethics and integrity

102-16 Values, principles, standards, and norms of behaviour Pages 117-119
Governance
Corporate Governance and Share Ownership Report,
102-18 Governance structure “Issuer profile and general information” section

Stakeholder engagement

102-40 List of stakeholder groups Page 123

102-41 Collective bargaining agreements Page 137

102-42 Identifying and selecting stakeholders Pages 122-123

102-43 Approach to stakeholder engagement Pages 122-123

Key aspects revealed by stakeholder engagement
102-44 initiatives Page 125
Reporting practices
102-45 Entities included in the Consolidated Financial Statements ~ Pages 114-115
102-46 Defining report content and topic boundaries Pages 114-115; page 159



Indicator References and other information Omissions
102-47 List of material topics Page 125; page 159
102-48 Restatements of information Pages 114-115
102-49 Changes in reporting Pages 114-115; page 125; page 159
102-50 Reporting period Page 114
The previous Consolidated Non-Financial Statement was
102-51 Date of most recent report published by the Recordati Group on 15 March 2019.
102-52 Reporting cycle Page 115
102-53 Contact point for questions regarding the report Page 115
102-54 Chosen "in accordance” option Page 114
102-55 GRI content index Pages 160-166
102-56 External assurance Pages 168-172
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TOPIC-SPECIFIC STANDARDS

GRI 200: ECONOMIC SERIES (2016)

Material aspect: Financial performance

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary Page 114; page 125; page 159
103-2 The management approach and its components Page 126

103-3 Evaluation of the management approach Page 126

GRI-201: Financial performance (2016)

2011 Direct economic value generated and distributed Page 126

Material aspect: Market presence

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary Page 114; page 125; page 159
103-2 The management approach and its components Pages 133-134
103-3 Evaluation of the management approach Pages 133-134
GRI-202: Market presence (2016)
Proportion of senior management hired from the local
202-2 community Page 134

Material aspect: Indirect financial impacts

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

Page 114; page 125; page 159
Pages 127-128
Pages 127-128
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Indicator

GRI-203: Indirect financial impacts (2016)

References and other information

Omissions

203-1 Infrastructure investments and services supported

Material aspect: Anti-corruption

Page 127

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary Page 114; page 125; page 159
103-2 The management approach and its components Pages 117-119
103-3 Evaluation of the management approach Pages 117-119

GRI-205: Anti-corruption (2016)

205-1 Operations assessed for risks related to corruption
205-3 Confirmed incidents of corruption and actions taken

Material aspect: Anti-competitive behaviour

Pages 117-119
Page 119

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary Page 114; page 125; page 159
103-2 The management approach and its components Pages 117-119
103-3 Evaluation of the management approach Pages 117-119

Material aspect: Anti-competitive behaviour (2016)

Legal actions for anti-competitive behaviour, anti-trust, and

206-1 monopoly practices

No legal action for anti-competitive behaviour,
anti-trust cases or monopoly practices was reported
during the year.

GRI 300: ENVIRONMENTAL SERIES (2016)

Material aspect: Energy

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

Page 114; page 125; page 159
Pages148-154
Pages 148-154

GRI-302: Energy (2016)

302-1 Energy consumption within the organisation

Material aspect: Water

Pages 149-151

This indlicator considers production plants only, except
for the site in Milan, Italy, where site offices were also
considered.

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary Page 114; page 125; page 159
103-2 The management approach and its components Pages 148-149; page 156
103-3 Evaluation of the management approach Page 156
GRI-303: Water (2016)

Page 156

303-1 Water intake by source

This indicator considers production plants only, except
for the site in Milan, Italy, where site offices were also
considered.



Indicator

Material aspect: Emissions

References and other information Omissions
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GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary Page 114; page 125; page 159
103-2 The management approach and its components Pages 148-149; pages 154-156
103-3 Evaluation of the management approach Pages 154-156
GRI-305: Emissions (2016)

Page 155

305-1

305-2

305-7

Indirect (Scope 1) GHG emissions

Indirect (Scope 2) GHG emissions

Nitrogen oxides (NOX), sulphur oxides (SOX),
and other significant air emissions

Material aspect: Effluents and waste

This indicator considers only the Group’s car fleet and
production plants only, except for the site in Milan, Italy,
where site offices were also considered.

Page 155

This indicator considers production plants only, except
for the site in Milan, Italy, where site offices were also
considered.

Page 156

This indicator considers production plants only, except
for the site in Milan, Italy, where site offices were also
considered.

GRI-103: Management approach (2016)

103-1
103-2
103-3

Explanation of the material topic and its boundary
The management approach and its components

Evaluation of the management approach

Page 114; page 125; page 159
Pages 148-149; pages 157-158
Pages 157-158

GRI-306: Effluents and waste (2016)

306-2

Waste by type and disposal method

Material aspect: Environmental compliance

Pages 157-158

This indicator considers production plants only, except
for the site in Milan, Italy, where site offices were also
considered.

GRI-103: Management approach (2016)

103-1
103-2
103-3

Explanation of the material topic and its boundary
The management approach and its components

Evaluation of the management approach

Page 114; page 125; page 159
Pages 148-149
Pages 148-149

GRI-307: Environmental compliance (2016)

307-1

Non-compliance with environmental laws and regulations

Material aspect: Supplier Environmental Assessment

In 2019 the Group did not record any cases of breaches of
environmental laws and requlations.

GRI-103: Management approach (2016)

103-1
103-2
103-3

Explanation of the material topic and its boundary
The management approach and its components

Evaluation of the management approach

Page 114; page 125; page 159
Page 118; pages 129-131
Pages 129-131
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Indicator

GRI-308: Supplier Environmental Assessment (2016)

References and other information Omissions

New suppliers that were screened using environmental
308-1 criteria

As per the new procurement
process, all suppliers for [talian
Companies are selected based

on compliance to environmental
regulations. This process will be
extended to all Group Companies

Page 118; page 131 by the end of 2021.

GRI 400: SOCIAL SERIES (2016)

Material aspect: Employment

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary Page 114; page 125; page 159
103-2 The management approach and its components Pages 134-138
103-3 Evaluation of the management approach Pages 134-138
GRI-401: Employment (2016)
401-1 New employee hires and employee turnover Page 135
Pages 137-138
Benefits provided to full-time employees that are not The benefits described do not vary based on contract type
401-2 provided to temporary or part-time employees or professional level.

Material aspect: Health and safety in the workplace

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary
103-2 The management approach and its components

103-3 Evaluation of the management approach

Page 114; page 125; page 159
Pages 142-147
Pages 142-147

GRI-403: Occupational health and safety (2016)

Types of injury and rates of injury, occupational diseases,
lost days, and absenteeism, and number of work-related
403-2 fatalities

Material aspect: Training and education

Pages 145-147

This indicator considers production plants only, with

the exception of sites in Italy (Milan), Spain, Tunisia and
France (Bouchara), for which office and commercial staff
are also considered.

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary
103-2 The management approach and its components

103-3 Evaluation of the management approach

Page 114; page 125; page 159
Pages 139-141
Pages 139-141

GRI-404: Training and education (2016)

404-1 Average hours of training per year per employee

Programs for upgrading employee skills and transition

404-2 assistance programs

Material aspect: Diversity and equal opportunities

Page 140

Pages 140-141

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary
103-2 The management approach and its components

103-3 Evaluation of the management approach

Page 114; page 125; page 159
Pages 133-134; pages 136-139
Pages 133-134; pages 136-139




Indicator

GRI-405: Diversity and equal opportunities (2016)

References and other information Omissions
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405-1 Diversity of governance bodies and employees
405-2 Ratio of basic salary and remuneration of women to men

Material aspect: Supplier Social Assessment

Page 134; page 136; Corporate Governance and Share
Ownership Report, "Board of Administrators” section

Page 139

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

Page 114; page 125; page 159
Page 118; pages 129-131
Pages 129-131

GRI-414: Supplier Social Assessment (2016)

4141 New suppliers that were screened using social criteria

Material aspect: Customer health and safety

As per the new procurement

process, all suppliers for Italian

Companies are selected based

on compliance to environmental

regulations. This process will be

extended to all Group Companies
Page 118; page 131 by the end of 2021.

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary Page 114; page 125; page 159
103-2 The management approach and its components Page 129
103-3 Evaluation of the management approach Page 129
GRI-416: Customer health and safety (2016)
Assessment of the health and safety impacts of product and
4161 service categories Page 129
Incidents of non-compliance concerning the health and
416-2 safety impacts of products and services Page 129

Material aspect: Marketing and labelling

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

Page 114; page 125; page 159
Page 129; page 132
Page 129; page 132

GRI-417: Marketing and labelling 2016

Incidents of non-compliance concerning product
417-2 and service information and labelling

Incidents of non-compliance concerning marketing
417-3 communications

Material aspect: Socio-economic compliance

Page 129

Page 129

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary
103-2 The management approach and its components

103-3 Evaluation of the management approach

Page 114; page 125; page 159
Page 129
Page 129
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Indicator

GRI-419: Socio-economic compliance (2016)

References and other information

Omissions

Non-compliance with laws and regulations in the social

419-1 and economic area

Material aspect: Risk management

Page 129

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

Material aspect: Corporate Governance

Page 114; page 125; page 159
Pages 119-121

Pages 119-121

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

Material aspect: Access to medical products and health insurance

Page 114; page 125; page 159

Pages 116-119

Pages 116-119

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary
103-2 The management approach and its components
103-3 Evaluation of the management approach

Material aspect: Research and development

Page 114; page 125; page 159
Page 128

Page 128

GRI-103: Management approach (2016)

103-1 Explanation of the material topic and its boundary Page 114; page 125; page 159
103-2 The management approach and its components Pages 129-130
103-3 Evaluation of the management approach Pages 129-130

Milan, 18 March 2020

p. Board of Directors
Chief Executive Officer
Andrea Recordati
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(Translation from the Italian original which remains the definitive version)

Independent auditors’ report on the consolidated non-
financial statement pursuant to article 3.10 of Legislative
decree no. 254 of 30 December 2016 and article 5 of the
Consob Regulation adopted with Resolution no. 20267 of
18 January 2018

To the board of directors of
Recordati Industria Chimica e Farmaceutica S.p.A.

Pursuant to article 3.10 of Legislative decree no. 254 of 30 December 2016 (the
“decree”) and article 5 of the Consob (the Italian Commission for listed companies and
the stock exchange) Regulation adopted with Resolution no. 20267 of 18 January
2018, we have been engaged to perform a limited assurance engagement on the
2019 consolidated non-financial statement of the Recordati Group (the “group”)
prepared in accordance with article 4 of the decree and approved by the board of
directors on 18 March 2020 (the “NFS").

Responsibilities of the directors and board of statutory auditors (“Collegio
Sindacale”) of Recordati Industria Chimica e Farmaceutica S.p.A. (the
“parent”) for the NFS

The directors are responsible for the preparation of an NFS in accordance with articles
3 and 4 of the decree and the "Global Reporting Initiative Sustainability Reporting
Standards” issued in 2016 by GRI - Global Reporting Initiative (the “GRI Standards”).

The directors are also responsible, within the terms established by the Italian law, for
such internal control as they determine is necessary to enable the preparation of an
NFS that is free from material misstatement, whether due to fraud or error.

Moreover, the directors are responsible for the identification of the content of the NFS,
considering the aspects indicated in article 3.1 of the decree and the group’s business
and characteristics, to the extent necessary to enable an understanding of the group’s
business, performance, results and the impacts it generates.
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The directors’ responsibility also includes the design of an internal model for the
management and organisation of the group’s activities, as well as, with reference to
the aspects identified and disclosed in the NFS, the group’s policies and the
identification and management of the risks generated or borne.

The Collegio Sindacale is responsible for overseeing, within the terms established by
the Italian law, compliance with the decree’s provisions.

Auditors’ independence and quality control

We are independent in compliance with the independence and all other ethical
requirements of the Code of Ethics for Professional Accountants issued by the
International Ethics Standards Board for Accountants, which is founded on
fundamental principles of integrity, objectivity, professional competence and due care,
confidentiality and professional behaviour. Our company applies International
Standard on Quality Control 1 {ISQC ltalia 1) and, accordingly, maintains a system of
quality control including documented policies and procedures regarding compliance
with ethical requirements, professional standards and applicable legal and regulatory
requirements.

Auditors’ responsibility

Our responsibility is to express a conclusion, based on the procedures performed,
about the compliance of the NFS with the requirements of the decree and the GRI
Standards. We carried out our work in accordance with the criteria established by
“International Standard on Assurance Engagements 3000 (revised) - Assurance
Engagements other than Audits or Reviews of Historical Financial Information” (“ISAE
3000 revised”), issued by the International Auditing and Assurance Standards Board
applicable to limited assurance engagements. This standard requires that we plan and
perform the engagement to obtain limited assurance about whether the NFS is free
from material misstatement. A limited assurance engagement is less in scope than a
reasonable assurance engagement carried out in accordance with ISAE 3000 revised,
and consequently does not enable us to obtain assurance that we would become
aware of all significant matters and events that might be identified in a reasonable
assurance engagement.

The procedures we performed on the NFS are based on our professional judgement
and include inquiries, primarily of the parent’s personnel responsible for the
preparation of the information presented in the NFS, documental analyses,
recalculations and other evidence gathering procedures, as appropriate.

Specifically, we carried out the following procedures:

1 Analysing the material aspects based on the group’s business and characteristics
disclosed in the NFS, in order to assess the reasonableness of the identification
process adopted on the basis of the provisions of article 3 of the decree and taking
into account the reporting standards applied.

2 Analysing and assessing the identification criteria for the reporting scope, in order
to check their compliance with the decree.
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3

4

Comparing the financial disclosures presented in the NFS with those included in
the group’s consolidated financial statements.

Gaining an understanding of the following:

- the group’s business management and organisational model, with reference to
the management of the aspects set out in article 3 of the decree;

the entity’s policies in connection with the aspects set out in article 3 of the
decree, the achieved results and the related key performance indicators;

- the main risks generated or borne in connection with the aspects set out in
article 3 of the decree.

Moreover, we checked the above against the disclosures presented in the NFS
and carried out the procedures described in point 5a).

Understanding the processes underlying the generation, recording and
management of the significant qualitative and quantitative information disclosed in
the NFS.

Specifically, we held interviews and discussions with the parent’'s management
personnel. We also performed selected procedures on documentation to gather
information on the processes and procedures used to gather, combine, process
and transmit non-financial data and information to the office that prepares the
NFS.

Furthermore, with respect to significant information, considering the group’s
business and characteristics:

at parent and subsidiaries level,

a) we held interviews and obtained supporting documentation to check the
qualitative information presented in the NFS and, specifically, the business
model, the policies applied and main risks for consistency with available
evidence,

b) we carried out analytical and limited procedures to check, on a sample
basis, the correct aggregation of data in the quantitative information;

we visited the Recordati Industria Chimica e Farmaceutica S.p.A.’s Milan site,
which we have selected on the basis of its business, contribution to the key
performance indicators at consolidated level and location, to meet its
management and obtain documentary evidence supporting the correct
application of the procedures and methods used to calculate the indicators.
With reference to the subsidiary Recordati Ireland Ltd., we performed the
same procedures through inquiries over the telephone.
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Conclusion

Based on the procedures performed, nothing has come to our attention that causes us
to believe that the 2019 consolidated non-financial statement of the Recordati Group
has not been prepared, in all material respects, in accordance with the requirements
of articles 3 and 4 of the decree and the GRI Standards.

Milan, 7 April 2020

KPMG S.p.A.
(signed on the original)

Claudio Mariani
Director of Audit






