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Management Report 2014

INTRODUCTION

To our shareholders

The financial year which ended on Decembe¥ 2214 closed with a net income for the Group 0526.thousand
Euros. This very substantial result is based orefuellent business performance and the capitakgedarned after the
sale of a block of Cynosure shares. The consolidsaées volume increased by almost 15% and exceabddtireshold
of 180 million Euros. With an EBIT of over 15 mdh Euros the Group not only reached the goals fowth and
profitability that had been set but exceeded thalsy thanks to a positive non-recurring componerieh we will
comment on later in this report.

This positive trend registered by the Group in 286h4he one hand reflects the outstanding competibsition of the
Group on its main selling markets and, on the ottte¥ gradual improvement in the macro-economiait@mms in
which we operate and for which we expect contingiexvth and development for the Group in 2015.

The more favourable, or perhaps we should sayuafsvourable general economic conditions in th¢ flew years
along with the vitality of the Group and their atlyilto offer new products and move in to new madegments caught
the attention of stock market investors and, assalt, in the first days of March 2015, the sto€khe Group reached
its highest quotation ever, at over 35 Euros aeshnese exceptional results, which will be commeémn in the report
that follows, area source of great satisfactiomtiot our shareholders and for the management.

REGULATORY FRAMEWORK

In compliance with theEuropean Regulatiom. 1606 of July 18 2002, the EIL.En. Group has formulated the
consolidated financial statement as of Decembé&r2R4 in compliance with the international accougtstandards
approved by the European Commission.

In conformity with Legislative Decree 38/2005, $itag in the financial year 2006 the annual finahstatement of the
parent company, ELLEn. S.p.A. (separate financiatement) has been drawn up according to the iatiemal
accounting standards (IFRS); when reporting ddtae® to the parent company we will refer to thevabmentioned
standards.

SIGNIFICANT EVENTS WHICH OCCURRED DURING THE FINANC IAL YEAR 2014

On March 21 2014, the Parent Company ELEn. S.p.A. sold akbtdcl.100.000 shares in Cynosure Inc., quoted on
the Nasdag market at the net price of 29,15 USadolper share for a total amount of 32 million USlats. The
consolidated capital gains that was registeredd@snillion Euros.

This sale once again allowed EI.LEn. make an exgefieofit on their investment. It should be recdltbat the overall
financial investment in Cynosure stock involvediaitial output of about 17 million Euros and therieais sales of
stock over the years earned about 69 million Euhogheir portfolio EI.LEn still detains one millioshares which
represent about 5% of the American company forta t@lue of about 30 million dollars at the cutremarket price.
The exceptional profitability earned from the fica@ investment in the strictest sense was alwagea@ated with a
profitable sales relationship in which Cynosuretribsited in the United States and in the rest @f World highly
successful products like Smartlipo for laser ligddy Triactive for body shaping, Smartskin for xeoation; this
relationship continued even after the gradual losthe control of the company and was recently vedi when
Cynosure was assigned the distribution in the dn8e&ates of the Mona Lisa Touch laser system, érauioleading
products at the moment. Moreover, the years in lwiignosure was wholly consolidated and their presess a
protagonist in the United States, allowed the Grtmupcquire the kind of experience which will bepiontant for new
development and growth initiatives in the US.

Also in the month of March, the Group adhered se#lement with Palomar Inc. (which is now partled Cynosure

Inc. Group) finally settling a long law suit connérg patents for laser devices for hair removale Tiansaction was
closed with the payment to Palomar of 630 thoudaumds plus legal expenses for the definitive setliet of the suit.
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On April 9" 2014 the shareholders’ meeting of the subsidiafyLASrl voted to liquidate the company. This
cancellation became effective on Decembét 114 with the presentation of a final liquidati@mancial statement and
the related distribution plan to the partners.

The shareholders’ meeting of the Parent ComparBnES.p.A., met on May iBand approved the financial statement
for the year 2013 and also voted:

- to allocate all of the net income of the yearddotal of 1.998.784 Euros to be distributed ®ghareholders;

- to distribute to the shares in circulation on dage that coupon 12 came due, Ma§} 18014, in compliance with art.
2357-ter, second sub-section of the Civil Coddyaldnd of 0,50 gross per every share in circufafimr a total amount
on the date of approval, of 2.401.610 Euros ualhgf the net income for the year amounting t098.984 Euros and
using for the residual amount of 402.826 Euros uhdistributed profits from the preceding years;raed in the
voluntary reserve called “extraordinary reserve”;

- to allocate in a special reserve of retainediagethe residual dividend destined for the addéldreasury stock held
by the company on the date the coupon came due.

The assembly approved the first section of the reration report in compliance with art. 123-teh-section 6, D.
Lgs. 24th February 1998, n. 58.

Moreover, in order to complete the Board of statuauditors elected by the shareholders’ meetingylag 15" 2013,
the assembly appointed as acting auditor Rita P#lagnd as alternate auditor Daniela Moroni antkeded their
terms until the approval of the financials on DebenBf' 2015.

On February 2B 2014 the subsidiaries Deka MELA and Asclepion taBechnologies founded the company Jena
Surgical GmbH and underwrote the capital of 200ufamd Euros. The new company will work to promdte t
products of Deka and Asclepion in the surgical aeby combining the resources of the two compadedicated to
this sector.

On August 1st 2014 the Group acquired 19,5% ofjtihetas of Quanta Aesthetic Lasers Usa LLC (Quar8A)UJwith
an investment of about 2,4 million dollars incluglithhe 21.148 EI.En. S.p.A. shares transferred gopthe transaction
and $500.000 as an increase in the capital. Asgbdine agreements starting in March of 2017 El&so obtained the
right to increase to 51% their equity in Quanta,Ugith a criteria for setting the price that waséd on the economic
and financial results of the company. The deal eeascluded through the 100% controlled subsidiarfCBRNC..
Quanta Usa is an independent company that receeadission from the Group to use the name of Quapsiem as
their exclusive distributor in North America forethmedical-aesthetic line of products. During thbird year of
collaboration with the Group, in 2013 they achieweshles volume of 6,8 million dollars with an EBIT450 thousand
dollars and they are showing a very rapid growthath sales volume and profits with a sales volai#0,1 million
dollars and an EBIT of 1,1 million dollars registdrin 2014.

The partnership between Quanta System, which i$61€éntrolled by EL.En. S.p.A., and Quanta Usa regmées one of
the most rapidly growing companies on the Americarket in the field of laser systems for aesthetezlicine. This
strategic investments emphasizes EIL.LEn.’s commitrteepursue a leadership position on the most itambrworld
markets: the North American one as well as the pgaia, Chinese and Japanese ones.

On October 282014 BC Tech GmbH (ex DEKA Lasertechnologie Gmlatds permanently close and cancelled from
the register of companies.

During the month of December 2014 Deka Laser Teldgies Inc. changed its name to LT Tech of Carlsbad.,
ceased their business operations and is now ipriteess of definitively liquidating the company.nia@ Inc. (ex Lasit
Usa) is also being cancelled.



DESCRIPTION OF THE ACTIVITIES OF THE GROUP

El.LEn. SpA controls a group of companies operaiimgthe field of manufacture, research and develogme
distribution and sales of laser systems. The siracdf the Group has been created over the yeaasresult of the
founding of new companies and the acquisition & ¢tlontrol of others. Each company has a specifie iro the
general activities of the Group which is determingyg the geographical area it covers, by its teabgiohl
specialization or by the particular position witltine of the merchandise markets served by the Group

Apart from the sub-division of the roles of the isas companies, the Group conducts its activitieswio major

sectors: that of laser systems for medicine anthatiss, and that of laser systems for manufaajuuises. In each of
these two sectors the activities can be subdividamd different segments which are heterogeneouteénapplication

required from the system and consequently for teetlying technology and the kinds of users. Witthia activity

sector of the Group, which is generally definedtas manufacture of laser sources and systemsatigerof clients
varies considerably, especially if one consideesglobal presence of the Group and therefore, ¢leessity of dealing
with the special requirements which every regiothimworld has in the application of our technodsgi

This vast variety, together with the strategic sig of further breaking down some of the markate additional

segments in order to maximize the quota held by Gneup and the benefits derived from the involvemeh

management personnel as minority shareholderbeigssence of the complex structure of the Grhapjever, this

complexity is based on the linear subdivision @& #ttivities which can be singled out, not justrigporting purposes,
but, above all, for strategic purposes, as follows:

Besides the main company activity of selling lesgtems, there is also a post-sales customeragsisservice which
is not only indispensable for the installation andintenance of our laser systems but also a s@fimesenue from the
sales of spare parts, consumables and technigalcass.



We believe that the tendency of the two main mawaskets to develop will continue to be positivettie next few
years thanks mainly to an increasing demand foricaédnd aesthetic treatments by an aging populdtiat wants to
appear younger, as well as the continuing need arfiufacturers to have equipment with innovative #agible
technologies like laser instruments which are enély receptive to innovation and optimization afluistrial processes
and products.

The division of the Group into multiple companiésoareflects the strategy for the distribution ledit products and the
coordinating of the various research and developraed marketing activities. In fact, particularly the medical
sector, the various companies which through adipisi have gradually become part of the Group (DEKSclepion,
Quanta System, Cynosure which left the Group aetigeof 2012 and Asa) have always maintained their special
characteristics as far as the product typologyssegient and their own distribution network whicindependent from
those of the other companies in the Group. At thmestime, each one has been able to benefit franctbss-
fertilization which the research teams have hadach other, thus creating centres of excellenceddain specific
technologies which were made available also todther companies of the Group. Although this strnatetakes
management more complex, it is chiefly responsifide the growth of the Group which has become chthe most
important companies in the field.



GROUP STRUCTURE

As of December 31 2014, the structure of the Group is as follows:

El.LEn. S.p.A.
Calenzano (FI) - Italy

Asclepion Laser

50% Technologies

DEKA M.E.L.A.
BTy

1

1

1

: GmbH.*
1 Jena - Germany
1

Calenzano (FI) -

ASA Sir.l*
Arcugnano (V1) -
Italy

- 100% !
_____________ .
DEKA Japan Co. 55%
Ltd* ]
Tokyo - Japan
50%
_____________ |
Cutlite do Brasil
Ltda* 68,56% [12,74% !

Blumenau - Brasil

JenaSurgical

BRCT Inc.*
New York - USA

DEKA S.a.r.l.*
Lione - France

Penta-Laser Equipment
Wenzhou Co. Ltd*
Wenzhou - China

S.B.l. S.A*
Herzele - Belgium

LT Tech of Carlsbad,
Inc.* (ex DEKA Laser

Technologies Inc)
Carlsbad - USA

Cutlite Penta S.r.|.*
Calenzano (FI) - Italy

Penta-Chutian Laser
(Wuhan) Co. Ltd*
Wuhan - China

Chutian (Tianjin)
Laser Technology
Co. Ltd**
Tianjin - China

87,26%

55%

100% 78,85%

Lasercut
Technologies
Inc*
Hamden - USA

*  Subsidiary companies
** Associated companies
*** Other companies

With Us Co. Ltd*
Tokyo - Japan

DEKA Medical
Inc*

San Francisco -
USA

19,50%|

Quanta Aesthetic
Lasers USA,
LLC*
Englewood - USA

-
1

1 Pharmonia S.r.l.*

: Calenzano (FI) - Italy
1

1
50% | GmbH* 50%
: Jena - Germany
.
50% |
! Esthelogue Sr.l.*
: Calenzano (FI) - Italy
1
______________ ,
100% | Quanta System 50%
1 Sp.A*
> : Solbiate Olona (VA)-
: Italy
[P R 1
8,35% | Quanta France Sarl* 60%)
T | rre———————rt ]| : Parigi - France
AQL S.r.l* i
1

Vimercate (MI) - Italy

91,65%

Lasit S.p.A.*
1 Vico Equense (NA) -

100%

i Lenap Inc.*

1 (ex Lasit USA Inc.)
: Hamden - USA

1

NSNS Cynosure Inc. ***
i Westford - USA

Concept Laser

1
19% _|  Solutions GmbH.**
1 |
: Schwabhausen
1 - Germany
1

r

Immobilare Del.Co.**
"1 Solbiate Olona (VA)-
i Italy

r
12% : Actis - Active Sensor

I STEIR

: Calenzano (FI) - Italy
50%

Elesta S.r.l.**

1
1

— : Calenzano (FI) - Italy
1
L

Quanta System ltalia 19%
Sl

-
|
!
1
| Formello (RM) - Italy

! Quanta System Asia 19%
| Pacific Co.LTD** - |
| Bangkok - Thailand
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PERFORMANCE INDICATORS

The following performance indicators have been shdar the purpose of providing additional inforneetion the
economic and financial performance of the Group:

| 31/12/14 311213
Profitability ratios: |
ROE 13,1% 5,0%
(Net income / Share Capital and Reserves )
ROS 8,5% 6,1%
(EBIT/ Revenues)
|Structure ratios:
Financial flexibility 0,75 0,66
(Current assets / Total assets)
Leverage 1,18 1,17
((Shareholders' Equity + Financial liabilities)leeholders' Equity)
Current Ratio 2,21 2,14
(Current assets / Current liabilities)
Acid ratio 1,61 1,43
((Current receivables + Cash and cash equivaleatsitisies)/
Current liabilities)
Quick ratio 0,87 0,64

((Cash and cash equivalents + Investments) / Culiabilities)

In order to facilitate comprehension of the chédrb\ae, and in consideration of the regulations coring alternative
performance indicators, below we are giving thenitédns of some terms used in the charts of tharitial statement:

- Own Capital = Shareholders’ equity of the GrogfNet income (loss)

ALTERNATIVE NON-GAAP MEASURES

In compliance with the CESR/05-178b recommendations alternative performance indicators, as partthaf
Management Report, besides the main financial éguwequired by IFRS, the Group is presenting séigwes
derived from these latter although they are nattsirrequired by the IFRS (hon — GAAP measuresleSe figures are
presented for the purpose of allowing for a be&ealuation of the performance of the Group and khowt be
considered as alternatives to those required biRRS.

The Group uses the following alternative nhon-GAAPasures to evaluate the economic performance:

- The earnings before interests and income taxesr EBIT represents an indicator of operating penfince and is
determined by adding to the Net income (loss) fiar period: the income tax, the other net income cratges, the
guota of the earnings of the associated compathiesinancial income/charges;

- the earnings before income taxes, devaluations, deprations and amortizationsor “EBITDA", also represents
an indicator of operating performance and is detech by adding to the EBIT the amount of “Depréoias,
Amortizations, accruals and devaluations”;
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-thevalue addedis determined by adding to the EBITDA the “costf@ersonnel”;

- thegross marginrepresents the indicator of the sales marginrghiéted by adding to the Value Added the “Costs for
services and operating charges”.

- theincidencethat the various entries in the income statemame fon the sales volume.

In order to evaluate its capacity to meet its firiahobligations the Group uses as alternativéoperance indicators :

- the net financial position which means: cash available + securities entemnezhg current assets + current financial
receivables — debts and non-current financial liiéds - current financial debts.

The alternative performance indicators are measised by EI.LEn SpA to monitor and evaluate thegoarénce of the
Group and are not defined as accounting measuthsr among the Italian Accounting Standards othi IAS/IFRS.
Therefore, the determining criteria applied by @rup may not be the same as that adopted by offezators and/or
groups and for this reason may not be comparable.
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GROUP FINANCIAL HIGHLIGHTS

The net income of the Group for 2014 was 16.520shod Euros an increase with respect to the 6l@83and Euros
registered in 2013. In confirmation of the foresasiade at the end of the third quarter, the cotstad income before
taxes are 24,4 million which is more than doubkdamount of 10,7 million registered for the preogdjear.

Even in the fourth quarter which had to competélie brilliant results shown for the same perio@013, the sales
volume and the EBIT showed growth and closed thanitial year 2014 in the best possible way. Theialngrowth in
sales volume was 14,4%, an excellent result eveoinparison with the growth of our competitors whigas, on the
average, lower. The fourth quarter is traditiondhg most favourable in the year and with revenu8534 million
Euros, it brought the annual sales volume to 0%€r rhillion and, thanks to business leverage, théTEBcreased and
reached 8,5% of the sales volume. In short, ifdbeth quarter the forecasts were again respectdadeen exceeded.

If we analyze the results in each of the main amdasusiness, we can observe with satisfaction tiatGroup has
consolidated its position in almost all of themeTinain growth was registered in the industrial @eoh the Chinese
market where our production was able to registgmoavth of over 50% and affirm its status as a dyicdiactor on the
most important market for manufacturing producti®he new factory at Wenzhou is now under constacéind will
make it possible to increase the production capacitl give better service to the Chinese clientEhe sales of all the
Group brands of medical systems also showed sigmifigrowth. Asa in the physical therapy sectoka&)é\sclepion
and Quanta System in the medical and aesthetiorsdesthelogue in the professional aesthetics sedtsshowed
growth thanks to the reliability, innovation andiesy of the range of products being offered andnaneased capacity
to dominate the markets.

It should also be noted that during this year twpartant transactions took place; first, the retsofuof the patent
dispute with Palomar Inc. (now part of the Cynos@reup) contributed to the EBIT thanks to the re¢eaf 1,5 million

Euros held in the risk fund and, secondly, to thle f a block of Cynosure shares which resultetthéncashing of 23
million Euros and a capital gains of 4,5 millionogether with the increased EBIT, these two opematizelped make
the income for this year exceptionally significant.

As mentioned earlier in the introduction to thipad, in the past few months the macro-economidreninent in
which we operate has undergone transformationshatéawe made the overall conditions more favourable.

In the first place, the exchange rates of the Bwith the US dollar which from 1,35 dollars per Eunse to 1,05
dollars per Euro. In the past we had commentedrakvenes on the fact that the unnatural weakndsthe US

currency represented a severe disadvantage fon.BEhBich competes on the international markets witherican

competitors or with competitors that have theirtsds dollars and consequently have a significalvbatage. For this
reason, besides determining a sizeable forex gaiPOil4, the new, stronger dollar gives EL.LEn adpethargin of

competition and therefore growing room for the salelume and profits, both directly on the North émoan markets
as well as the international markets in which ampetitors will see their price advantage greabuced.

Moreover, the introduction of quantitative easingtbe BCE will, hopefully, open a new phase to eltise period of
stagnation that has characterized the Europeanetsarkhich have remained at the starting gate vefipect to the
American markets which, after the crisis of 2008kt@dvantage of the cash investment plans; a plahiokind is

starting just at the time in which, for the firshe after a long series of negative signs, the fromdicators of the GNP
finally seem to have turned around. Even though@uaup is dedicated to internationalization and aasles volume
80% of which is achieved outside of Italy, theitalmarket is still one of our most important cterparticularly in the
industrial sector.

The strategy of the Group has always been to ceeatanpetitive advantage through technologicalvation achieved
by means of a systematic program of research anelafgment of new, innovative products or technioalbvations
and new applications on pre-existing products. Witbse new applications and technical innovatiemdact, the
general difficulties of the market can be overcobyethe unique characteristics of the product, wiilea more
advanced stage of the life cycle of products evéigh-tech activity like ours is subject to the ioaty dynamics and
pressures of the markets.
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The chart below shows the sub-division of the satdsme among the various sectors of activity & @roup in 2014
compared with that for 2013.

31/12/201. Inc% 31/12/201: Inc% Var%
Medical 122.30° 67,95% 109.36: 69,49Y% 11,84%
Industrial 57.70: 32,05% 48.01° 30,51% 20,17%
Total 180.00¢ 100,00% 157.38l 100,00% 14,38%

There was two-digit growth in both sectors, bun#igantly greater growth in the industrial sector.

The chart below shows the trend in sales volumigldilzaccording to the geographic area:

31/12/201. Inc% 31/12/201: Inc% Var%
Italy 32.39¢ 18,00% 30.57« 19,43% 5,97%
Europe 36.89¢ 20,50% 33.03° 20,99% 11,68%
Rest of the world 110.71 61,50% 93.76¢ 59,58% 18,07%
Total 180.00¢ 100,00% 157.38l 100,00% 14,38%

From a geographical point of view growth was algmificant on all markets. It was good in Italy,ryegood in Europe
notwithstanding the adverse economic conditiond,exteptionally good in the rest of the world.

In the medical and aesthetic sector which repres8fio of the sales of the Group the results os#ies in the various
segments are shown on the following chart.

31/12/201. Inc% 31/12/201: Inc% Var%
Aesthetic 74.29¢ 60,75% 69.01( 63,10% 7,66%
Surgical 17.54¢ 14,35% 11.75¢ 10,75% 49,23y
Physiotherapy 7.55( 6,17% 6.841 6,26% 10,37%
Dental 51¢ 0,42% 1.06¢ 0,97% -51,77%
Other medical lasers 35 0,03% 10¢ 0,10% -67,30%
Total medical systems 99.94¢ 81,72% 88.78: 81,18% 12,57%
Medical service 22.36: 18,28% 20.58: 18,82% 8,65%
Total medical revenue 122.30° 100,00% 109.36: 100,00Y 11,84

The growth in this sector was close to 12%.

The main segment, aesthetics, showed an increas&%f thanks to the Group’s ability in continuimg tdevelopment
of the principal market, in particular those ofrh@moval, photo-rejuvenation, resurfacing, tattemoval and body
shaping. The Group is able to offer a vast rangesadfitions for every type of application: for hagmoval the
Alessandrite/Yag Re:play and Light systems produsspectively by Deka and Quanta System, and théidder
Next system by Asclepion, which is distributed taly by Esthelogue in the professional aesthetcdos; Deka also
maintains a range of IPL systems which are vergessful on some markets, especially in the verdimngrofessional
aesthetics. In the sector of laser lipolysis Defars Smartlipo, the first system designed for @gplication and the
Group continues to develop a significant voluméuws$iness with Cynosure, to whom they supply thartelogy for
the Triplex and Cellulaze systems. For resurfacDgka’s CQ laser systems, Smartxide and Smartkidéth their
relative accessories represent a point of referencthe market and this position will almost cemaibe consolidated
by Smartxide Touch which was recently launched b@ market in a new compact shape and with improved
performance for the clientele.
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Quanta System and Asclepion are also active irs¢letors of photo-rejuvenation respectively withrtivou laser MT
and Multipulse systems; in the niche category ddtam with erbium technology, Asclepion has alwégen a leader
with its MCL series which is now offered in the ML version. For the removal of tattoos and pignéimésions
Quanta has a high level range with their Q+ systestistwo or three wave lengths while Asclepionenf the reliable
Tattoo Star and Deka has recently launched a nedeh@S4. For vascular treatments Deka proposespdated
version of one of the classic technologies for ladgrmatology, the Dye technology with the VASQteys, while
Asclepion’s Quadro Star Pro Yellow which uses &edint technology and energy delivery method has lextremely
well received. For numerous sets of products amliGgiions there are also novelties with accessoaieailable to
complete the functions of some of the operativéf@lms, like the XL handpiece for the Mediostar WB&ir remover
and actual systems like the EVO platform launche®banta System.

Growth in the surgical sector was close to 50%,nigaiue to the acceleration in the spread of lagstems for the
cure of vaginal atrophy, the “Mona Lisa Touch” dpalion launched by Deka and the equally vigorousmth of the

holmium and tullium lasers for the treatment of B@nHyperplasia of the Prostate (BHP) with Quan@yber system
and Asclepion’s Multipulse 100H0) as well as thdntiam lasers for lithotripsy (Litho systems and astv OEM

production by Quanta). The success of the Mona Tiach is of particular importance; at the closthae of this
financial year the Group concluded an extremelyartgnt contract with Cynosure for distribution b&tdevice in the
United States.

The good results in the physical therapy sectoel@ntinued thanks to the capable management of, AfB#le the
dental sector, which decreased slightly was, inase, not a subject of investments by the Grodpis moment.

The after-sales service and sales of consumabtegssh significant increase which should be considéhe natural

result of the increase number of installations.

For the industrial applications sector, the chatoty shows the breakdown of the sales volume byrtheket segments
in which the Group operates.

31/12/201. Inc% 31/12/201. Inc% Var%
Cutting 38.54¢ 66,81% 29.49; 61,42% 30,71%
Marking 11.53: 19,99¥% 11.06¢ 23,05% 4,22%
Laser sources 39¢ 0,69% 1.33¢ 2,78% -70,12%
Conservation 21% 0,37% 44¢€ 0,93% -52,20%
Total industrial systems 50.69¢ 87,86% 42.331 88,17% 19,74
Industrial serivce 7.007% 12,14% 5.68( 11,83% 23,37%
Total industrial revenue 57.70: 100,00¥ 48.01° 100,00% 20,17%

The cutting sector, which grew over 30%, droveahgre sector to an overall growth of 20%. The riraglsector also
grew thanks mainly to the excellent results of tasthe field of marking systems for small surfac€he sales volume
in the segments of laser sources and restorat@ofdittle significance this year and showed ardase.

Both the increase in the sales volume for servicethe growth of the sales volume for systems werg significant
and mostly achieved on the Chinese market.
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CONSOLIDATED INCOME STATEMENT AS OF DECEMBER 31 * 2014

The chart below shows the consolidated income rstaté for the year ending Decemberf'2D14 compared with that
for 2013.

Income Statement 31/12/1¢ Inc.% 31/12/1% Inc.% Var.%
Revenues 180.00¢ 100,0% 157.38( 100,0% 14,4%
Change in inventory of finished goods and WIP 3.11¢ 1,7% 1.58¢ 1,0% 96,3%
Other revenues and income 2.38( 1,3% 1.98¢ 1,3% 19,6%
Value of production 185.50: 103,1% 160.95! 102,3% 15,3%
Purchase of raw materials 89.13¢ 49,5% 76.67¢ 48,7% 16,2%
Change in inventory of raw material 36€ 0,2% (2.797 -1,8%

Other direct services 14.15! 7,9% 12.51: 7,9% 13,1%
Gross margin 81.84¢ 45,5% 74.56: 47,4% 9,8%
Other operating services and charges 25.65¢ 14,3% 25.66. 16,3% -0,0%
Added value 56.19! 31,2% 48.90: 31,1% 14,9%
For staff costs 38.22¢ 21,2% 35.16! 22,3% 8,7%
EBITDA 17.96: 10,0% 13.74: 8,7% 30,7%
Depreciation, amortization and other accruals 2.661 1,5% 4.15¢ 2,6% -36,0%
EBIT 15.301 8,5% 9.582 6,1% 59,7%
Net financial income (charges) 4.63¢ 2,6% (1.180 -0,7%

Share of profit of associated companies 40 0,0% (474, -0,3%

Other net income (expense) 4.43( 2,5% 2.767 1,8% 60,1%
Income (loss) before taxes 24.40¢ 13,6% 10.69¢ 6,8% 128,2%
Income taxes 6.40¢ 3,6% 4.27¢ 2,7% 49,9%
Income (loss) for the financial period 18.00( 10,0% 6.41¢ 4,1% 180,4%
Minority interest 1.48( 0,8% 33¢ 0,2% 336,7%
Net income (loss) 16.52( 9,2% 6.08( 3,9% 171,7%

The gross margin was 81.849 thousand Euros, araserof 9,8% with respect to the 74.563 thousamdsEor the

same period last year; however, on account ofrtbeased volume of sales in China in the indussgator which has
a lower sales margin, and a less favourable mbatds in the medical sector, there was a decraabe incidence on
the sales volume which fell from 47,4% to 45,5%.

Again in 2014, as in previous years, some of sak® financed by the clientele with operating legsiAlthough the
Group received the price for the sale of the goads;onformity with IAS/IFRS principles they are ngidered as
income from multi-year rentals. In any case, thergmenon had a minimum effect on the results fptriod.

The costs for operating services and charges we®b2 thousand Euros with no changes in the oveadlle with
respect to last year thanks mostly to the remauelif some structures that was conducted in 2018, avdecrease in
the incidence on the sales volume which fell t8%from 16,3% for last year.

The staff cost was 38.228 thousand Euros, an iseref8,7% over the 35.161 thousand Euros for ahgesperiod last
year, but the increase in the sales volume detexdram incidence on the sales volume which fell frah3% in 2013
to 21,2% in 2014.

A large portion of the personnel expenses is dictbwards research and development, for whiclGitwaip receives
grants and reimbursements in relation to specdittracts underwritten by the institutions createdthis purpose. As
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of December 312014 the grants received amounted to 465 thouEands, while the amount received for the same
period in 2013 was 832 thousand Euros

On December 31 2014 the number of employees in the Group was &5 Increase with respect to the 859 registered
on December 312013.The Chinese companies showed the greatesasein the number of employees because of the
rapid increase in their volume of business.

On account of the trends described above the EBIEBdwed an improvement of 30,7% and amounted tB63B7.
thousand Euros, as opposed to 13.741 thousand turast year.

Costs for amortizations, depreciations and accruaee 2.661 thousand Euros, a decrease of 36% redbect to
December 3% 2013, and the incidence on the sales volumedatspped from 2,6% last year to 1,5% on Decemb@r 31
2014. This decrease is mainly due to the releade4d® thousand Euros from the risks and charges dis a results of
the transaction concluded last March between thsidiary Asclepion who was also acting for othempanies in the
Group, and Palomar Inc. and therefore represengldition to the income. In fact, in order to offtiee risk of losing
the law suit against Palomar, in 2004 the Groufedttb accrue a reserve of 2,1 million Euros wthiketransaction was
conclude for 630 thousand Euros: the differencabafut 1,5 million Euros was consequently releaseah the reserve
this year.

The EBIT amounted to 15.301 thousand Euros, a fgigni increase with respect to the 9.582 thousBndos
registered on December32013, and amounted to 8,5% of the sales volunmiehagéxceeded the forecasts made at the
beginning of the year. Net of the one-off amouriwae from the patent transaction with Palomar/CGyure, the EBIT

in any case would have shown an increase of 44%eauhed 13.823 thousand Euros for this year.

Financial income amounted to 4.638 thousand Euftisrespect to the charges of 1.180 thousand Eemd3ecember
31% 2013 and benefitted above all from the exchangss tiends and the strengthening of the dollar lvbaused gains
to be registered for all the accounts held in dslla

The other net income amounted to 4.430 thousandsEas opposed to 2.767 thousand Euros on Dece3tih@013.

The result is entirely due to the capital gaing &f million Euros obtained after the sale by El.Em.A. of a block of
1.100.000 Cynosure Inc. shares in the month of Mé&cwhich the company received 32 million dollars

It should be remembered that the amount of 2.76ds#nd Euros registered in 2013 was due for 2,fomiEuros to
the capital gains not earned because of a diffexetunting system of the equity in Cynosure whgshge it was no
longer considered an associated company, had coedpthre change from the equity method criteria (B8$to that of
fair value for the assets available for sale (14%$.3

The pre-tax income was 24.409 thousand Euros, rifis@nt increase with respect to the 10.694 thndsBuros
registered on December32013.

The costs for current and deferred taxes this year 6.409 thousand Euros, with a tax rate of 2@¥ofurther details
on this please consult the corresponding chahérekplanatory notes.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION AND NE T FINANCIAL

POSITION AS OF DECEMBER 31°' 2014

The statement of financial position below showsmmgarison between this year’s results and tho$zsbf/ear.

31/12/2014 31/12/2013 Var.
Statement of financial position
Intangible assets 3.613 3.397 216
Tangible assets 26.927 21.853 5.074
Equity investments 25.549 41.568 -16.019
Deferred tax assets 5.682 6.123 -440
Other non current assets 3 34 -32
Total non current assets 61.775 72.976 -11.201
Inventories 50.481 48.372 2.109
Accounts receivables 47.947 42.545 5.402
Tax receivables 6.618 4.254 2.364
Other receivables 8.415 6.324 2.091
Financial instruments 300 -300
Cash and cash equivalents 73.804 42.868 30.935
Total current assets 187.264 144.663 42.601
TOTAL ASSETS 249.039 217.639 31.400
Share capital 2.509 2.509
Additional paid in capital 38.594 38.594
Other reserves 50.291 50.493 -202
Treasury stock -528 528
Retained earnings / (deficit) 35.043 31.121 3.921
Net income / (loss) 16.520 6.080 10.440
Share Capital and Reserves attributable to the Shaholders’ of the Parent 142.957 128.269 14.687
Company
Share Capital and Reserves attributable to nor-@bing interests 7.579 6.037 1.542
Total equity 150.536 134.306 16.230
Severance indemnity 3.700 3.115 585
Deferred tax liabilities 1.461 1.303 157
Other accruals 2.695 4.485 -1.790
Financial liabilities 5.907 6.968 -1.061
Non current liabilities 13.763 15.872 -2.109
Financial liabilities 21.494 15.763 5.732
Accounts payables 35.267 31.227 4.040
Income tax payables 2.223 1.726 497
Other payables 25.756 18.745 7.010
Current liabilities 84.740 67.461 17.279
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 249.039 217.639 31.400
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In compliance with the Consob communication of 2#) 2006 and in conformity with the CESR recomme ruei
of February 18 2005 “Recommendations for the uniform implementatiof the regulations of the European
Commission on information charts”, the net finahgasition of the EI.LEn. Group on December'3014 is the
following:

Net financial position

31/12/201. 31/12/201:
Cash and bank 73.80 42.86¢
Financial instruments 0 30C
Cash and cash equivalents 73.80¢ 43.16¢
Short term financial receivables 714 1.38¢
Bank short term loan (17.634 (13.612
Part of financial long term liabilities due withir?2 months (3.861 (2.151
Financial short term liabilities (21.494 (15.763
Net current financial position 53.02: 28.78¢
Bank long term loan (2.604 (4.670
Other long term financial liabilities (3.303 (2.299
Financial long term liabilities (5.907 (6.968
Net financial position 47.11¢ 21.82(

The net financial position of the Group increaseabgut 25,3 million with respect to Decembe?' 2013 and amounts
to about 47,1 million Euros.

The increase is mainly due to the cashing of aB@umillion dollars, equal to about 23 million Euyesceived for the
sale of the Cynosure shares described above.

This cash was used by the Parent Company EI.EmA.Stp pay dividends in the second quarter foaarmunt of 2.402
thousand Euros,and by the subsidiaries Deka Melg, §asit S.p.A., and ASA S.r.l. for a total o4& thousand Euros.
It should be noted that in August of this year hilion dollars were paid for the acquisition oktlequity in Quanta

Usa.

RECONCILIATION CHART COMPARING THE CONSOLIDATED STA TEMENT OF

FINANCIAL POSITION WITH THE STATEMENT OF FINANCIAL

PARENT COMPANY

31/12/14
Income
statement

31/12/14

reserves

Capital and  Income
statement

POSITION OF THE

31/12/13 31/12/13
Capital and

reserves

Balance per parent company statement

23.529.094 127.242.436

1.998.784 119.837.619

Elimination of investments in subsidiary companies:

- share of profit (loss) of subsidiary companie 8.931.609 1.615.358
- share of profit (loss) of associated companie 39.566 (473.782)
- elimination of rectification of value of edjeis 1.096.413 (355.745)
- elimination of dividends (1.289.221) (2.150.098)
- value adjustment of the Cynosure equity autification of the capital gains (14.862.742) 2.839

- other (charges) income (1.083.550) 2.737.296

[Total contribution of subsidiary companies

(7.167.925) 18.401.433

3.861.686 11.277[751

Elimination of intercompany profits on inventory

269.888 (2.306.184)

333.283 (2.576.972)

Elimination of intercompany profits from sales dfefd assets (110.947) (380.956) (113.583) (270}009)
Balance as per consolidated statement — Group quota 16.520.110 142.956.729 6.080.170 128.269.289
Balance as per consolidated statement — Third partguota 1.479.821  7.578.945 338.838 6.036(667

Balance as per consolidated statement

17.999.931 150.535.674

6.419.008 134.305.956
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RESULTS OF THE PARENT COMPANY EL.EN. S.p.A.

Financial highlights

The parent company, ELLEn. SpA, is active in theetment, planning, manufacture and sale of lagstems for use
on two main markets, the medical-aesthetic markelt the industrial market; it also includes a seoésfter-sales
services, like supplying of spare parts and coimgutind technical assistance.

In following a policy of continued expansion ovletyears, EI.En. SpA has founded or acquired numsezompanies
which operate in specific sectors or geographiasréhe activities of which are coordinated throthgh definition of
the supply channels, the selection and controlhef thanagement, the partnerships in research anelogevent
activities and financing both on capital accourd éinancing with interest or through the grantifgedit on sales.

The importance of this coordinating activity coni@s to be very evident, since most of the salesmel of the
company is absorbed by the subsidiaries and detemhe allocation of important managerial resajraéso from a
financial point of view, a large part of the restes of the company are allocated to sustain theitaes of the Group.

As in earlier years, the activities of EL.LEn. Sp#ke place at the headquarters in Calenzano (Flejeand in the local
branch in Castellammare di Stabia (Naples).

The chart below shows the results of the salebarsectors mentioned above shown in comparative fath those of
last year.

31/12/201. Inc% 31/12/201 Inc% Var%
Medical 37.21« 79,16% 35.44: 76,55% 5,009
Industrial 9.79¢ 20,84% 10.85¢ 23,45Y% -9,739
[Total 47.01¢ 100,00% 46.29: 100,00% 1,55%

The company showed a small amount of growth, dntinrethe medical sector, while there was a dropales volume
in the industrial sector in part due to the posgoant of some important order.
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Income statement as of December 32014

Income Statement 31/12/1¢ Inc.% 31/12/1% Inc.% Var.%
Revenues 47.01: 100,0% 46.297 100,0% 1,5%
Change in inventory of finished goods and WIP 42 0,1% 1.41z 3,0% -97,0%
Other revenues and income 837 1,8% 84€ 1,8% -1,1%
Value of production 47.89: 101,9% 48.55¢ 104,9% -1,4%
Purchase of raw materials 22.28¢ 47,4% 25.51¢ 55,1% -12,7%
Change in inventory of raw material 11€ 0,2% (2.160 -4, 7%

Other direct services 3.79¢ 8,1% 3.87¢ 8,4% -1,9%
Gross margin 21.69:2 46,1% 21.32¢ 46,1% 1,7%
Other operating services and charges 6.237 13,3% 5.42( 11,7% 15,1%
Added value 15.45¢ 32,9% 15.90¢ 34,4% -2,8%
For staff costs 11.63¢ 24,7% 10.54( 22,8% 10,4%
EBITDA 3.821 8,1% 5.36¢ 11,6% -28,8%
Depreciation, amortization and other accruals 1.72¢ 3,7% 3.907 8,4% -55,8%
EBIT 2.09¢ 4,5% 1.46( 3,2% 43,5%
Net financial income (charges) 5.35¢ 11,4% 557 1,2% 860,8%
Other net income (expense) 18.19¢ 38,7% 71€ 1,5% 2443,1%
Income (loss) before taxes 25.65( 54,6% 2.73¢ 5,9% 838,5%
Income taxes 2.1 4,5% 734 1,6% 188,8%
Net income (loss) 23.52¢ 50,0% 1.99¢ 4,3% 1077,2%

The gross margin was 21.692 thousand Euros, ardserof 1,7% with respect to the 21.328 thousamdsHor the
same period last year with an incidence on thessadkime which remained unchanged.

Costs for operating services and charges were 6i#8isand Euros, and showed an increase of 15,1kor@spect to
December 31 2013, with an incidence on the sales volume whisie to 13,3% from 11,7% on Decembe¥ 3013.

The staff cost was 11.634 thousand Euros and gotkvib percentage terms (+10,4%) as well as thielémce on the
sales volume which rose from 22,8% to 24,7%. Onebdaer 31 2014 the number of employees in the company was
198 which was an increase of five people with respeDecember 312013.

A large portion of the personnel expenses is digtdbwards research and development, for whichnEIgEp.A.
receives grants and reimbursements in relatiompéxiic contracts underwritten by the institutioor®ated for this
purpose. The grants entered into accounts as oérbieer 31 2014 amounted to 314 thousand Euros while for the
same period last year they amounted to 284 thouSanub.

For the reasons explained above, the EBITDA wa213tBousand Euros, a decrease with respect t0.368 fhousand
Euros registered last year, with an incidence erstties volume which fell from 11,6% last year t?8in 2014.

Costs for amortizations, depreciations and accraaisunted to 1.726 thousand Euros, a significaotedse with
respect to the 3.907 thousand Euros for last ybdarhahad an accrual for credit risks of an extrawdy entity.

The EBIT therefore rose from 1.460 thousand Eund®0i13 to 2.096 thousand Euros for this year shgwimincrease
of 43,5% with an incidence of 4,5% on the saldswe.

Net financial income was 5.355 thousand Euros,kfda the improvements in the exchange rates amdiithdends

cashed by the subsidiaries, Deka MELA S.r.I. for B2ousand Euros, Quanta System S.p.A. for 300stmmii Euros
and Lasit S.p.A. for 210 thousand Euros.
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The other net income and charges registered apasiive result which was generated by the capj#ahs achieved
with the sale of the Cynosure shares, as descabegle. A negative result was registered, on therdthnd, by the
devaluation of the value of the equities held irliudo Brasil and SBI SA for a total amount 0884 thousand Euros.

The pre-tax profit consequently was 25.650 thoudambs, with respect to the 2.733 thousand Eurgstered last
year.

The fiscal costs for this year were 2.120 thoudamas as opposed to 734 thousand Euros for last Pee to the fact
that as the parent company they adhered to theeguoe described in articles 117 and following @& U on income
tax and the Ministerial Decree which came in tocéoon June ' 2004 (national fiscal consolidated) the entry for
income taxes includes, for the amount of 168 thod42uros, the charges derived from the recogniticiavor of the
subsidiary companies adhering to it, the compemsagum that is equal to the amount of the transdtion of the
losses used in the procedure, on the basis ofathaliquot for companies (IRES) in force at thediof use that is
refereed to, as stipulated with the other partigse option is valid for the three-year period 2@D46 for the
subsidiary Esthelogue Srl as an extension of tkeequling option for 2011-2013, and for the three-ymaiod 2012-
2014 for the subsidiary Cutlite Penta Srl.

The tax rate for this year decreased from 26,8786 \laar to 8,27% for this year because the sigmfi@mount of
capital gains registered this year benefitted ftbenpartial exemption called “PEX.

To summarize, the ordinary activity faced greaifficdlties this year than in 2013, although theras an improvement
in the EBIT thanks to the reduction in accrualsrisks. The financial income also improved thark#he difference in
the exchange rate with the US dollar and the clagitins on the sales of the Cynosure shares whimight about the
best net income result in the history of the congpan
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STATEMENT OF FINANCIAL POSITION AND NET FINANCIAL P OSITION AS OF

DECEMBER 31% 2014

31/12/2014 31/12/2013 Var.

Statement of financial position
Intangible assets 164 55 109
Tangible assets 12.701 12.590 111
Equity investments 39.797 57.749 -17.951
Deferred tax assets 2.735 3.042 -307
Other non current assets 3 33 -30
Total non current assets 55.401 73.469 -18.068
Inventories 20.199 20.687 -487
Accounts receivables 30.349 27.381 2.968
Tax receivables 3.253 1.079 2.174
Other receivables 5.398 4.124 1.274
Cash and cash equivalents 43.512 21.809 21.703
Total current assets 102.711 75.079 27.631
TOTAL ASSETS 158.111 148.548 9.563
Share capital 2.509 2.509
Additional paid in capital 38.594 38.594
Other reserves 63.595 78.183 -14.587
Treasury stock -528 528
Retained earnings / (deficit) -984 -918 -66
Net income / (loss) 23.529 1.999 21.530
Total equity 127.242 119.838 7.405
Severance indemnity 1.111 968 143
Deferred tax liabilities 1.094 1.128 -34
Other accruals 603 490 112
Financial liabilities 1.340 4.037 -2.697
Non current liabilities 4.147 6.623 -2.476
Financial liabilities 12.092 6.207 5.886
Accounts payables 9.778 12.287 -2.509
Income tax payables 2 146 -145
Other payables 4.849 3.448 1.402
Current liabilities 26.722 22.087 4.634
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 158.111 1 48.548 9.563
Net financial position

31/12/201. 31/12/2018
Cash and bank 43.51: 21.80
Cash and cash equivalents 43.51: 21.809
Short term financial receivables 62C 102
Bank short term loan (10.866 (5.350
Part of financial long term liabilities due withlr® months (1.227 (856
Financial short term liabilities (12.092 (6.207
Net current financial position 32.03¢ 15.704
Bank long term loan (1.340 (3.187
Other long term financial liabilities 0 (850
Financial long term liabilities (1.340 (4.037
Net financial position 30.69¢ 11.667

For the analysis of the net financial position,agke consult the Notes in the separate financigératnt of El.En.

S.p.A.
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SUBSIDIARY RESULTS

El.LEn. SpA controls a Group of companies which afein the same overall area of lasers, and to ehegrhich a
special application niche and particular functiontloe market has been assigned.

The chart below contains a summary of the resilthe companies belonging to the Group that arkbudted in the
area of consolidation. Following the chart thera iseries of brief explanatory notes describingattitvities of each
company and commenting on the results for the irzduiyear 2014.

Revenues Revenues Var. EBIT EBIT Net income Net inmne

31-dic-14 31-dic-13 % 31-dic-14 31-dic-13 31-dic-14  31-dic-13
Deka Mela Srl 28.24p 29.567| -4,48%) 552 1.259 660 1.166|
Cutlite Penta Srl 14.989 14.168 5,80% 280 272 140 1.234
Esthelogue Srl 6.299 5.192 20,55% -169 -450 -167 -337
Deka Sarl 3.779 2.534 49,13% 159 -646 160 -642
BC Tech GmbH (ex Deka 0 145 -100,00% 2.016 -339 2.016 -339
Lasertechnologie GmbH)
LT Tech of Carlsbad Inc. (ex 57 481 -88,09% 43 -60 36 -77
Deka Laser Technologies Inc.)
Deka Medical Inc. 320 1.430 -77,62%) -130 -663 -155 -687
Quanta System SpA 30.1P6 27.116 11,10% 3.188 3.026 2.069 2.021
Asclepion Laser Technologies 24.755) 23.152 6,92% 3.299 1.433, 2.227| 281
GmbH
Asa Srl 7.307% 6.788 7,65% 1.481 1.170 1.041 731
Arex Srl(*) 0 412 -100,00% 0 -7 0 -18
AQL Srl 40 121 -67,00% -11 9 -14 5
Lasit Spa 8.068 7.339 9,87% 787 399 495 390
Lasercut Technologies Inc. B6 251 -85,68%) 4 -331 1 -336
BRCT Inc. 0 0 204 -585 240 -603
With Us Co LTD 23.15 19.486 18,83% 1.763 -377 1.041 -284
Deka Japan Co LTD 1.721 3.136 -45,12%) -109 328 -94 161
Penta Chutian Laser (Wuhan) Co 26.844 19.122 40,38% 613 -191 777 -566
Ltd
Penta Laser Equipment 25.274 10.861 132,69% 1.130 -418 797 -335
(Wenzhou) Co Ltd
Lenap Inc. (ex Lasit Usa Inc.) 0 89 -100,00% -3 230 -3 230
Cutlite do Brasil Ltda 3.72p 4.587 -18,89% -705 -239 -824 -212
Pharmonia Srl 2.480 3.630 -31,69%) 62 113 37 73
Quanta France Sarl 709 1.044 -32,03%) 4 193 4 191
JenaSurgical GmbH 30 0 -33 0 -33 0

(*) data until September 30th 2013

Deka M.E.L.A. S.r.l.

The DEKA company and their brand name are the weliicle for the distribution of the range of medieser system
developed in the EIL.En. factory in Calenzano amrditarfirst and main market. Deka in fact was @ddiy El. En in the
1990s and has gradually consolidated its positiothe market, first in Italy and afterwards in atleeuntries. Deka
operates in the sectors of dermatology, aesthetiat surgery, using a network of agents for didéstribution in Italy
and a highly qualified network of distributors fekport. Thanks to the launch of the new Mona Lisach laser
system for the treatment of vaginal atrophy, Dekadain active in the field of gynaecology in whithad operated
with its CQ, laser systems in the first years of its activitinc® 2003 DEKA has used the subsidiary ASA for the
management of the physical therapy sector withlemeesults both in terms of sales volume anditataility.

In 2014 the sales volume showed a decrease wiieceso 2013 mainly due to the drop in orders fithin Japanese
clients. The margins have stayed the same in tefriricidence on the sale volume, while the overhieadeased on
account of the commercial expenses for the promatial launching of some new products during this wad for this
reason the EBIT was lower.

The DEKA organization, both in Italy and in the @mational network, has a presence that is recedniar the
innovation of the products, the professional quaditthe offer, and the excellent performance &f ldser systems that
they sell. This has been a goal of the compankaériast few years but is also a condition on whiahwithstanding the
decrease during this year, the Group counts ortiegeturther growth thanks to their capacity to reavew products
through a consolidated and effective distributietwork.
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Cutlite Penta S.r.l.

This company which has its Headquarters in Calemzproduces laser systems for the industrial ayitéipplications
and on X-Y movements controller by CNC installlagower sources manufactured by EI.LEn. S.p.AQlB32 after the
merger with Ot-las S.r.l., they added the new bessrof laser marking for large surfaces with gatwagtric movement
of the beam. During 2014 the company continued rtéierganization of its activities and the re-launghof its
presence on the market so that there was a grgdmath during the year which made it possible tfseatfthe initial
losses and register a positive EBIT notwithstandiregobvious difficulties on its main selling matkeboth Italian and
European.

The relationship with the Parent Company, El.Ep./&, remains fundamental both for the acquisitiétaser sources
as well as the collaboration on projects for nesteys and new accessories, in particular for thmsgving “beam

delivery”, and for the financial support supplieg the Parent Company for mid-term initiatives like expansion on
the Chinese market through the subsidRepnta Chutian Laser (Wuhan).

This latter company was founded seven years agthépurpose of giving the Group a local factoryiggy the most
important manufacturing market in the world; thiasna necessary condition in order to be able palaading role in
the local competition which is extremely aggressivéerms of price, and the international competitivhich is better
known than we are.

The year 2014 saw a rapid return to growth whicks significant thanks to a better mix of produ&snta Chutian
Laser (Wenzhou)controlled by Cutlite Penta with the same peragmtas Wuhan, is proceeding with the construction
of a new factory in Wenzhou in order to increasartiproduction capacity. As mentioned earlier, gnewth in the
consolidated sales volume of the two Chinese compamas obtained thanks to an improved compositionthe
products offered for sale which was adjusted td the changes in the technological pattern in thetaicutting
segment that have characterized this applicatidhérast few years. The growth on the Chinese ataskas over 50%
which represents a brilliant results as well astarn to net income.

Quanta System S.p.A.

Quanta System became part of the area of congolidat the Group in 2004; it represents a compangxoellence at
a global level for its innovation and technologicegearch in the laser sector, with outstandinépp®ance also in the
sector of art restoration and cultural heritage.

In 2012 the Parent Company EI.En. bought out theonty shareholder and acquired 100% of the shafethe
company. This investment has been repaid with &taobh growth in sales volume and profits, with s meanagerial
structure that is able to capitalize on their sigretnowledge of some of the laser technologiesl la@s increasingly
acquired portions of the market in some applicasigetors for aesthetic and surgical lasers. Thetgrin the surgical
sector is particularly significant, in particularfthe mid-powered Holmium systems for lithotripgy;, which Quanta
holds a large quota of the international market] anllium lasers for the treatment of benign hypmshy of the
prostate.

At this time the products offered by Quanta Syssem to be perfectly suited to the requirementh@fmarket and
made it possible for the company to achieve bntlieesults in 2014: a growth in sales volume of 1af@ an
improvement in EBIT notwithstanding the decreas¢hm amount of research grants which, in relatmthe Femto
project had been very significant in 2013.

The position of Quanta, which is particularly baiit on the American market which now representaiad5% of the
sales of the company, was re-enforced in August20anks to the acquisition by the Group of an ggir the
important American distributor Quanta AestheticérasUSA LLC in Denver, Colorado.

The present market conditions would seem to indithat the positive trend in the activities willntimue especially
considering the operating structures which willdoganded, thanks to the purchase concluded inagtentonths of
2014, of a new factory in Samarate (VA).

Lasit Spais specialized in the manufacture of marking aystéor small surfaces and besides having a vatidareh
and development team in the headquarters in TanreuAziata (Naples). Lasit is also equipped witlomlete modern
mechanical workshop with advanced technology (ticlg laser cutting systems) where they carry outkwor other

companies of the Group and are able to offer thwim clientele customized services which make thepany unique
on the market. During 2014 the company continuedotusolidate the growth of their sales volume arafits which

had already started in the preceding years. TheetfEness of their technical and commercial agtikiave gradually
improved Lasit’s position and made it point of refece in the field of industrial marking.

Asclepion Laser Technologies GmbH

This company was acquired in 2003 from Carl Zeislitéc and represents one of the main companigsadBroup;
thanks to its geographical location in Jena, tlodail cradle of the electro-optical industry andciépacity to associate
its image with the highly prestigious consideratishich the German high-tech products enjoy througlibe world,
in the last few years, Asclepion has continuallguaeed portions of the market for laser equipmemt medical
applications.
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The success of the Mediostar Next laser systerhdimrremoval was the driver in the sales volumésdlepion, along
with the new Quadro Star PRO Yellow for vasculaplaations and the erbium systems which make Asoiep point

of reference around the world. The acceleratiogabds in the second half made it possible for Ascléo obtain good
EBITDA but along with this there was also the riéa of the closure of the patent dispute withdPar which before
the release of the funds in the reserve which hehlaccrued for an amount of 2,1 million Euros timedcharges to
Quanta System and to EI.En. Spa for the amountbef participation in the transaction which brotugeneficial

effects to all of them, resulted in a one-timea@rating income of about 1,9 million.

The market position seems to be prosing for a fatoie continuation of the activities also next year

With Us Co Ltd

This company distributes Deka products on the Jeggamarket and in the past few years has becomefdhe most

important companies for the Group. For With UsEBland Deka have produced some specific modelsateatnade

specifically for the Japanese market. Although sofmthese systems were directed to a single maklest have often
turned out to be best sellers for Deka. There meady several thousand units installed and theyease every year.
The “all inclusive” customer assistance contracksctv are supplied to the numerous clientele remtese important

part of the sales volume of the company.

The sales volume for this year showed a furthere@e of 28%, in Japanese Yen and the improvemeheimargins
which is derived also from a lower incidence in siades of systems and services which have co§srivs that allowed
the company, after a pause in 2013, to returndgoaa EBIT and net income. The situation with theh&nge rates in
this case limits the potential of earning profiteri the sole activity of distribution of Europearogucts on the
Japanese market and the company, with its positichits size, besides being a fundamental outtethfo products of
the Group, has shown that it is able to generateni® by means of sales and of products and sempioesired locally
for its vast number of clients with systems install

ASA S.r.l.

This company, located in Vicenza, is a subsidiaiDeka M.E.L.A. S.r.l., and operates in the seatbmphysical
therapy, for which it develops and manufactureargye of laser equipment, and it also is activdnéndistribution and
marketing of some of the equipment produced byPent Company EILLEn. S.p.A.

The perfect balance between the innovation of petedand the clinical and commercial activities dieel towards the
support of the therapeutic methods of the systesmeldped has consolidated the quality of theirrcdfed along with it
their position on the market so that the comparsytieen able to register a constant growth rate evehese years of
crisis. Again in 2014 ASA registered a brillianogth in sales volume and profits: sales volumeaict,fwas over 7
million Euros and the net income was over 1 millBuros. During 2014 ASA distributed dividends f@56thousand
Euros.

Other companies, medical sector

Deka Sarl distributes the range of Deka laser systems imderaDeka Sarl closed an excellent year with armetioi
operating profits and an increase in sales volufredmost 50%. A more complete range of productsvadid them to
achieve a better position on the French marketasal in sales for export, in particular those intNAfrica under
French influence, gave a fundamental contributmthé growth and return to profits.

The outlook for 2015 is to maintain the market posithat has been recovered and break even artdlnde to the
improvement of the consolidated results thank&i¢ovblume of production of the Group hat is absdried distributed
in their territory.

La Deka Lasertechnologie GmbHghanged its name to BC Tech GmbH and ceased alitadh 2014.

Deka Japan, distributes Deka brand medical systems on the némea market and has gradually acquired an
increasingly significant position on the market.eyhhave consolidated their competitive positiorodly obtaining
from MOH, the Ministry of Health, the authorizatidn sell the Smartxide system, which now can bel soid
advertised in Japan and increase their sales.14 #e company registered a drop in sales volurdeaaslight net loss.
The range and the quality of the product offered@pmising for 2015 and should grow and generaterne with this
activity.

Deka Laser Technologies Incchanged its name to LT Tech of Carlsbad, Inc. esmbed its activity in the dental
sector in the USA.Deka Medical Inc. also ceased their active distribution in the roaldand aesthetic sector in the
United States and this activity has been assigoethitd parties. Deka Medical maintains a direatsgnce in the
territory by conducting, with its own staff, a mating activity to support the distributors.

Since 200%EsthelogueS.r.l. has been active in the distribution of the Grougystems to the professional aesthetics
market in Italy. After overcome a series of initiifficulties, Esthelogue has registered a conggamivth in the last few
years and has taken on an important role in tHiamtanarket of technologies for cosmetic treatmeintgparticular for
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hair removal. In this segment, the laser systemiditar Next, produced by Asclepion in Jena, reprssea point of
reference for the market and is synonymous withHityuaeliability and superior performance. The gth in sales
volume was over 20% with a significant improvemienthe net result which was a loss only becaughefccruals for
credit risks and on account of the major marketing promotional expenses which were sustainedeaétid of the
year and the befits of which are expected in 2015.

The companyharmonia S.r.l. has gradually reduced their activity distributagsthetic systems specifically designed
and manufactured for use in pharmacies and nowumsidccasional activity in the distribution inljtaf systems for
medical applications produced by their parent campasclepion and principally the distribution inme foreign
countries of some specific products made by theu@ro

Quanta Franceis the French distributor for Quanta System whiohtrols it by 60%. This little company played its
role and developed a volume of business that vigistisl below expectations but, in any case, brokene

Other companies, industrial sector

With the sale byBRCT Inc. of the little factory in Branford, Connecticut, afe Lasercut Technologies Inc.
conducted its residual activity of after-sales aarfor some industrial systems in the USA, itsdtst has effectively
ceased. BRCT Inc. continues in its role as a firrstib-holding which, in fact, has intensifiedeafthe acquisition on
August ' of the quotas of Quanta USA LLC.

Cutlite do Brasil Ltda has their factory in Blumenau in the state ont&aCatarina. The company has 30 employees
and manufactures laser systems for industrial egiptins and distributes laser systems producedhbyltalian
companies belonging to the Group. The year ofMoeld Cup was for our company and for Brazil aidiift moment

of transition in which the expectations for stimaiknd development were disappointed by a periatitiing to see the
outcome of the presidential elections and by tgeiicant devaluation of the Real. The resultgsh&f company were
severely influenced and the situation was made evoysthe write-downs of some of the company’s asset
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Research and Development activities

During 2014 the Group conducted an intense reseamdhdevelopment activity for the purpose of disgowg new
laser applications both in the medical and the sirial sectors and to place innovative productthemmarket.

This activity was intensified by the economic @isthich required even more attractive items forriiaket through
the presentation of new products and applicati&fiective innovations, in fact, can convince botlr onedical and
industrial clients to overcome their fears abowesting, since they can look forward to attractetignts with the
improvements and novelties that we offer.

In general, for highly technological products irrtfraular, the global market requires that the cotitipe be met by
rapidly and continually placing on the market coetely new products and innovative versions of alodpcts with
new applications or improved performance which tiee most recent technologies and components. koreéason
extensive and intense research and developmentgonsgmust be conducted and organized accordirmied and
mid- to long-term schedules.

In our laboratories we conduct research on newnsolved problems in medicine and industry and wetdrfind
solutions on the basis of the experience and know-that we have developed on the interaction betmaser light
and biological and inert materials. As far as ldiggtts are concerned, we develop the sources erhand by making a
selection of its spectral content, the methodgyéarerating it and the optimal level of power andtlee other hand, we
program its management over time in relation tolélves governing its disbursement and in space raasfdhe shape
and movement of the light beam is concerned.

The research which is aimed at obtaining mid-lcergatresults is generally oriented towards subjettieh represent
major entrepreneurial risks, inspired by intuitiomsich have arisen within our companies or by pectpindicated by
the scientific work conducted by advanced reseeecters throughout the world, some of which weatmilate with.
Research which is dedicated to achieving resukterding to a short-term schedule is concentratedgujects for
which all the preliminary feasibility studies halieen completed. For these subjects a choice headglbeen made
regarding the main functional characteristics apec#gications. The elements for this activity aetetmined on the
basis of information obtained from the work of dpésts employed by the company and also as atreSaktivities of
the public and private structures which acted assalants in the phase of preliminary study andesamthe phase of
field verification.

The research which is conducted is mainly appliedlia basic for some specific subjects generalgted to long and
mid-term activities. Both the applied research g development of the pre-prototypes and prota@yge sustained
by our own financial resources and, in part, byntgawhich derive from research contracts stipulateth the
managing institutions set up for this purpose kg Binistry of University and Research (MUR) and tBeropean
Union, as well as directly with Regional structuie3 uscany or the Research Institutions in Italg ather countries.
The ELLEn. Group is currently the only corporationthe world that produces such a vast range @frlasurces, in
terms of the different types of active means (liljusolid, with semiconductor, gas) each one wittfiecent wavw
lengths and various power versions and in somescas#ng various manufacturing technologies. Comsetly,
research and development activity has been diretdechany different systems and subsystems and smies.
Without going into excessive detail, a descriptidrihe numerous sectors in which the researchitetwf the Parent
Company and some of the subsidiary companies hese involved is given below.

The parent company, EI.LEn. has been active in relsend clinical for surgical applications of thevites and sub-
systems for the SMARTXIDE family of products (the product name is pronouht®martxide quadro” to highlight
the Italian origin of the devices belonging to tfésnily, considering the characteristics and perfance that are
particulalry appreciated by the clientele) whicts hacently been develped and placed on the maodkedifferent
applications in aesthetic medicine and surgery. 3ystems are equipped with a laser source fed dip feequency
with an average power of up to 80w and interfacaagament from personal computer installed on thécde

These are multi-disciplinary systems which can seduin general surgery, otolaryngology, dermatalagyecology,
odontostomatology, neurology, laparoscopic surgaegthetic surgery, and, in the same field, rekefarcnew clinical
applications in gynecology, urogynecology, paradimgy and endodontics, in neurology and ophthalgwloas been
continued or initiated.

For this purpose we are now working on further t@thgical innovations contained in scanning systeheacterized
by optical systems and newly developed electroaittrols, which make it possible to perform surgicpkrations on
various parts of the anatomy with extreme precisianparticular, we have been able to obtain a highsistency
between the focal distance in those cases wheyeattee using different wave lengths of the lasembed the same
time, as occurs in surgical applications with tieble guide light being used with the laser ligfmt the surgeon uses
for cutting and vaporizing with micro-manipulat@sen under the microscope. For some of the versibthis type of
instruments we have developed a way to installcarsd semiconductor laser source in which the wangth can be
selected by the client when ordering. For the sendactor sources we are now conducting researcbliaboration
with medical specialists for the development ofsuiseother fields in which it is necessary to pléee wave length at
different settings in the various phases of theragen. Intense research is also being conducte@réus centers in
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Italy and other countries in order to collect ahili results relating to the innovative possibifitieffered by the
equipment of this type.

An application that is extremely important is usedirogynecology and, in particular, for a new tneent to reduce the
effects of the atrophy of vaginal mucous. Thereadready several centers in Italy and other coestifat perform this
treatment which is called the “Mona Lisa Touch”.idIparticular pathology is common and quite disabplivith
interactions with other pathologies; it afflictshiggh percentage of women in menopause and youngerew with
tumors for whom hormonal therapies are not appabgri

We have developed a new applicator for laser mveat. For surgical uses we are now developing egdins in
otorhinolaryngoiatry, proctology and neurosurgémyparticular application of patches using semieuior lasers.

The research activities that are part of the MILCEIRoject were continued. This project was apprdwethe Region
of Tuscany and co-financed by the European Unibe;MILORDS project involves the development of nelot-
controlled laser systems for surgical applicationepthamology, cutaneous ulcers, treatment ofdrehiypertrophy of
the prostate, and, eventually, the percutaneowadiablof masses inside the human body.

The project, in which ELEn. is the leader, hast@partners the leading research centers in Tysicathis sector and
companies that are connected to multinationaldénfield of robotics. The research of this typeast of the trend
involving development of systems for minimally isige surgery which has a major impact both on thedity of life
of the patient and on the reduction of expensethfohealth care agencies.

In particular, in recent years and in 2014 we dgved a system for obtaining 3D images of X rayh WilONEBEAM
technology. The performance in terms of speed qliaition and spatial resolution place it among titye devices of
this type in the world. We are developing dedicateftware and improved hardware components in dalanprove it
as much as possible.

We have just completed the preliminary study ansigiestage for a new instrument that would redbeelayer of
body fat based on the use of a new form of energy.

We have conducted clinical experiments with thetfpgrototype equipment on cadavers with encouragisglts at
Cadaverlab in Italy.

We have created the base for an original opticaligg system for the operator intended to increhsesafety of the
treatments and the control of their uniformity. \Afe now preparing a prototype of the first expentsin vivo and a
prototype series.

In the important and highly innovative field of tlieevelopment of laser devices and procedures fpenerative
medicine, we have continued to develop new lasaipatent and to conduct clinical experimentatiortha veterinary
field in the United States and in Europe, in pattc in relation to valuable horses involved in qatitive sports, with
innovative laser equipment for therapies that ag pf regenerative medicine belonging to the Hifiamily (High
Intensity Laser Therapy) and RLT (Regenerative Ldseatment) which we introduced and which havendy been
successfully used in physical therapy for the tmeait of trauma and chronic infections.

We have completed the engineering and developraivitees related to the results of the TRAP projiisanced by
the European Union through the Department of Ecéonddevelopment of the Region of Tuscany. As parthoé
project, in collaboration with the associated compé&lesta Srl created by El.En. and Esaote we awelucted
research and technological development activitires\@w cooled percutaneous applicators with circutadf liquids
and diffusion terminals.

Research and experimentation have contirinedtro andin vivo on animal subjects for new devices and methods for
the percutaneous laser ablation of the liver, tidyroreast, prostate and lungs.

We have continued research and experimentatiooliaboration with the university clinics of PisadaRlorence and
with the Department of Engineering and Telecommations of the University of Florence to augment piase of
further improvement in the precision of the identfion of the margins of ablation.

We have conducted operations for the industriakttgament and certification of the therapeutic dffemess of the
laser equipment and devices for the treatment afin@ous ulcers that were developed as part of R@PHOS project.
This project was conducted with grants from the dpean Union issued through the Department of Ecdamom
Development of the Region of Tuscany and is nothénphase of clinical experimentation. This acyivitas officially
underwritten by the Italian Ministry of Health if©D21 and a convention was signed with the Hospitalarreggi in
Florence. As usual, bureaucratic difficulties sldvwawn the activities and in the spring of 2015skeuld be able to
conclude the collection of data and the elaboratibthe statistics in order to present the officedults which, in any
case, would appear to be very positive.

We continued operations to extend the intellecpualperty of the Group by formulating internatiormtents and
assistance in granting them on an internationakbas the same we have been taking the necesssagures for the
protection in the most important countries of otartdl names and applications.
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We ran feasibility studies on new applications dige lasers in dermatology, both alone and assakciatth carbon
dioxide laser treatments. The dye laser systenrdwently undergone significant technological depeients aimed at
increasing the duration of the substances invoinethe production mechanism of the laser light th@ subject to
deterioration.

In the PHOTOBIOLAB created at EI.En. for researchtbe interaction between light and biological dssswe have
conducted experiments on new medical applicatiorthé fields of ophthalmology, proctology and ndogy. We are
have continued conducting experiments with lasesicés for surgical operations in the fields of opikedics and
specifically on the spinal column for the treatmehspinal hernias.

DEKA M.E.L.A. in collaboration with EIL.LEn. carriedn an intense research activity with the object¥édentifying

new applications and the experimentation of newhoed to be used by laser equipment in various rakdictors:
aesthetic, surgical, gynecological and uro-gynegiold, otolaryngology and odontostomatology. Thidivéty is

conducted by involving highly specialized personmabrking for the company and the Group to whicé tdompany
belongs, as well as for Italian and foreign acadeand professional medical centers.

At Quanta System they are conducting intense relSean instruments for use in aesthetic medicine muedlical

therapies in urology.

This research is split up into numerous micro-atiéis including: feasibility studies on a systenr foeating

onicomicosis; incremental innovations of Q-switche®gstems with fractional hand-pieces, universalptata with

different spot shapes and automatic recognitioasifglity of UVB applicators for psoriasis; devetopnt of special
beam delivery accessories for laser applicationstlie treatment of benign hypertrophy of the prestBHP);

development of incremental innovations on Holmiwstems for lithotripsy, improving the performandelee cavity ,

of the launch of the fiber and of the fibers thelvse

They have concluded the development of a laseesystith extremely brief impulses (hundredths ofopiEconds) for
applications in dermatology.

They conducted regulatory activity required in artbeobtain the 510 (k) from the FDA for equipmant accessories.
They have also continued work on the Qscale pr@adtthey have selected a preliminary team fotHbgzon 2020
project on Pleurodesis Laser.

At Asclepion Laser Technologies they conductedaedeto evaluate new concepts of optic fibers amdufes; they
also conducted studies for the use of applicatitnghe medical field and image recognition and loafaing
technologies.

In collaboration with ACTIS, an associated companyel.En. we concluded activities related to thalaation of a
European project on the therapy of tumours usamgprparticle activation through laser light andadbund, the LUS
BUBBLE (Light and Ultrasound Activated micro-bubblior cancer treatment).

At ELEn., in collaboration with the subsidiary Gtet Penta they are conducting research for thesldgment of
innovative pre-cutting processes and machine nperferation of labels and systems for applicationthe field of
cutting and welding plastic materials and for teedrage sector in order to prolong the shelf-lffiood products.

We have continued work on the development of saftwend algorithms for high-speed advanced codinghé
transactional paper-digital converting.

For the development of laser sources we are albocbrnpete the project on the 850W source and ggmtiag the
experimentation of a sealed 300W source, and dedignd tested a new delivery system on the Briglgagirce of the
Milord project. We have developed a focusing headldsers in fiber and dedicated process sensoesh&@Ve also
studied and added new sensors on metal cuttinginesch

We also continued tests and experiments on scahgiads and focalizing for fiber lasers for rematatwol welding
plants for metal materials in the automotive fiattl the mass production of furniture parts. As phthis research, we
have begun to develop a new dynamic system for-$pgted response focalizing.

We have conducted tests and experiments on algmwitind sensors for new high-speed marking methabssariable
jobs in real time, according to the codes thatpaesent on the material that needs to be procésgedls of paper and
other materials.

We have developed a stand-alone system for theemarkich makes it possible to create the self-tapghgram for
every size of insole.

We continued experimenting with marking applicatioon large sizes using a head with a small apef@Benm)
instead of the high definition head (aperture 7Qmim this optical configuration the depth of fielsl such that the
dynamic z becomes useless. In the sheet metahggtictor, we concluded the studies necessarw$vipiercing and
developed the software for the fly cut of thin dkee
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In the die cutting sector we have developed a nakfbo securing rotating dies to the machine. Thethnd is much
simpler than the preceding one and also offerseamighecision and reduces the regulations duringeasing phase so
that the time required for set up is much shorter.

In the field of plexiglass cutting, we have develdpand tested the combination of a marker on anguthachine,
basically following what we did last year with thibes. We continued with the experiments necessarytte
development of the latest innovations.

Further development activities and tuning procedsage been carried out for cutting MDF (Medium Dgns
Fiberboard) rigid wooden modular packaging, anaexiing sector as far as high quality fruit and veke packaging
is concernedThe work of development was focused on the optitiinaof the process parameters whose efficiency
needs to be brought to the highest level in ordeadhieve the economic competitiveness requirethentransition
between the laser excitation and high tension digghto the new RF laser sources with the beamghsrried by
optics housed on Cartesian high dynamic handlistesys.

We continued research on the nature and limitatidrikis technology which manages cutting througkraote process
without the assistance of proximity devices forudsiog and delivering the process gas.

At ELLEn.we have conducted research on remote comtelding of sheet metal with superficial treatrrsermnd
applications with optical retroaction systems.

We conducted feasibility studies for the manufaotuprocess of subsets for the oil drilling indystr

In the metal cutting sector, Cutlite Penta has hiegnlved in the development of new systems andbwation of
technical solutions for systems that are alreadiygomanufactured. They have developed new compdtihg systems
with better performance and lower costs.

They are studying ways to eliminate most of theoaptroutes of the CPOlaser beam with solutions that include the
assembly directly on the mobile portal of the maehaf the new sources with radio-frequency pumping.

The following chart shows the costs for Researach@velopment for this year.

thousands of euros 31/12/2014 31/12/2013
Costs for staff and general expenses 6.154 .947
Equipment 102 34
Costs for testing and prototypes 1.421 1joo1
Consultancy fees 732 464
Other services 73 34
Intangible assets 0 0
Total 8.482 7.79%

As has been the regular company policy in the pghet,expenses listed in the table have been gntriered into
accounts with the operating costs, with the exoeptif 66 thousand Euros.

The amount of expenses sustained corresponds tof5j#é consolidated sales volume of the Group. @tmenses are
sustained mostly by El.LEn. and correspond to Q#sales volume.

RISK FACTORS AND PROCEDURES FOR THE MANAGEMENT OF FINANCIAL
RISKS

Operating risks

Since the company is fully aware of the potentiss derived from the particular type of productdady the Group,
already in the earliest phases of planning andarebe they operate so as to guarantee the safdtyjaatity of the
product put on the market. There are marginal uadidsks for leaks caused by improper use of tleelyct by the end-
user or by negative events which are not covereithdyypes of insurance policies held by the corigsaof the Group.

The main financial instruments of the Group includecking accounts and short-term deposits, shattl@ng-term
financial liabilities, leasing, financial instrumisrand hedging derivatives contracts.
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Besides these, the Group also has payables andakeles derived from its activity.
The main financial risks to which the Group is esqw are those related to currency exchange, coagit and interest
rates.

Currency risk

The Group is exposed to the risk caused by fluiinatin the Exchange rates of the currencies useddme of the

commercial and financial transactions. These rals monitored by the management which takes allndeessary

measures to reduce them.

Since the Parent Company prepares its consolidiaaacial statements in Euros, the fluctuationthim Exchange rates
used to convert the data in the statements of ubsidiaries originally expressed in foreign curgemeay negatively

influence the results of the Group, the consoliddisancial position and the consolidated shareftaldequity as

expressed in Euros in the consolidated stateméite @&roup.

The parent company EI.En. SpA stipulated, in Decamad14, a derivative contract of the “Currencye swap” type to
hedge the Exchange rate risk on a savings acceypatsited in dollars.

Operation Notional value Fair value
Forward exchange contrac € 22.677.57 -€ 363.488
Total € 22.677.57 -€ 363.48]

During the last year and during the current onghWis Co. Ltd stipulated two derivatives of theurfency rate swap"
type to partially cover the risks of exchange rd¢esicquisitions in Euros.

Operation Notional value Fair value
Currency swap € 2.150.00 €16.116
Currency swap € 2.500.00 -€ 13.73
Total € 4.650.00 € 2.37]

Credit risks

As far as the commercial transactions are concertied Group operates with clients on which cretieaks are

conducted in advance. Moreover, the amount of vabéés is monitored during the year so that theuarnof exposure

to losses is not significant. Credit losses whiaehbeen registered in the past are thereforeelihiit relation to the
sales volume and consequently do not require dpamiarage and/or insurance. There are no sigmificancentrations
of credit risks within the Group. The devaluatiaoyision which is accrued at the end of the yepregents about 10%
of the total trade receivables from third partieésr an analysis of the due dates on trade recaigdhdm third parties,
please consult the relative notes in the consa@ualéhancial statement.

In relation to guarantees granted to third partieshould be recalled that the Parent Company rEliE 2009
underwrote, along with a minority partner, a bankmntee for a maximum of one million Euros as agutee for the
loan of the subsidiary Quanta System owed to #hecB Popolare di Milano for facilitated financiray & total amount
of 900 thousand Euros, for which the reimburseniestallments expire up to 84 months from the ddtessuance,
which occurred in the second half of 2009. Aftee ticquisition of the entire equity from the minprihareholder
which took place on Octobef"®012, EI.En. promised to free this partner fralfrfinancial obligations towards the
Banca Popolare di Milano.

In 2011 the Parent Company, El.LEn. SpA underwttegefollowing:

- a bank guarantee jointly with the companies wipalticipate in the ATS constituted for this purpofr a maximum
amount of 3.074 thousand Euros as a guaranteehdopayment of the sum required as a deposit orMih®©RD
research project, which has been included in thatgssued by the Bando Regionale 2010 approvetidbiRegion of
Tuscany with Directive Decree n. 670 on Februa) 2811, and extended until March 2015.

in 2013:

- a bank guarantee for a maximum of 50 thousanad<£as a guarantee for customs duties as per e84anf the
T.U.L.D., payable for temporary imports, with exgiion date in June 2015 with possibility of extensannually.

And during this year:

- a bank guarantee for a maximum of 253 thousamd<stas a guarantee for the restitution of the ammquested as a
down payment on the “BI-TRE” research project, whizas accepted for a grant in the Bando RegionalE2 2
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approved by the Regione Toscana witecreto Dirigenzialen. 5160 on November52012, with expiration date in
February 2018.

The subsidiary Deka MELA underwrote a bank guaede a maximum of 1.178 thousand Euros as a gteednr
the payment of the amount requested as a down payomethe value added related to the fiscal yedr02@vith
expiration date in March 2015.

Cash and interest rate risks

As far as the exposure of the Group to risks rdl&tecash and interest rates is concerned, it dhmeilpointed out that
cash held by the Group has been maintained atheléwgl| also during this half in such a way asdwer existing debts
and obtain a net financial position which is exteéynpositive. For this reason we believe that thesles are fully

covered. In any case it should be recalled thaPdrent Company El.En. have underwritten IRS cotgraith one of

the main credit institutes in order to cover ingtreates on financing in progress. The coverage made by

neutralizing the potential losses on the finaniciafrument with the profits made on another elenfge derivative).

IAS 39 allows several types éfedge Accountingncluding that ofCash Flow Hedgevhich was the type used in this
case. The purpose of tigash Flow Hedgés to cover the risk created by fluctuations ia thture cash flow that are
caused by particular risks associated with amoentsred in the financial statements. In this chsevariations in the
fair value of the derivative are shown in the shareholdegsiity for the amount needed to hedge and showhen t
income statement only when, with reference to tmewnt being hedged, there is a variation in thé desv to be
compensated. If the hedge turns out to be ineffedtie variations ifiair value of the hedging contract must be shown
in the income statement.

Operation Notional value Fair value
IRS € 166.66] -€ 50(
Total € 166.66] -€ 50(

In order to evaluate the impact that may be derfuech the changes in the interest rates applieshauld be noted that
since the financing shown below are not for greadants, any variation in the rate would not hawigaificant impact
on the shareholders’ equity.

Management of the capital

The objective of the management of the capitalhef Group is to guarantee that a low level of inddbess and a
correct financial structure sustaining the busirsgsmaintained so as to guarantee an adequatebeitiveen capital
and reserves and debts.

TREASURY STOCK

For information on the treasury stock, please clbrtbe relative section in the Notes to the cormaikd financial
statement.
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STAFF

As mentioned above, the number of persons emplbyetie Group rose from 859 on Decembef 21013 to 951 on
December 312014. The division by company is shown on theofelhg chart.

Company 2014 Average 31-dec-14 31-dec-13 Var. Var. %
ELEn. S.p.A. 195,50 198 193 5 2,59%
Cutlite Penta Srl 39,50 41 38 3 7,89%
Esthelogue Srl 9,50 10 9 1 11,11%
Deka M.E.L.A. Srl 16,00 16 16 0 0,00%
Quanta System SpA 92,00 96 88 8 9,09%
AQL Srl 0,50 0 1 -1 -100,00%
Lasit SpA 41,00 43 39 4 10,26%
Asa Srl 37,00 39 35 4 11,43%
Deka Sarl 7,00 6 8 -2 -25,00%
Deka Medical Inc 1,00 1 1 0 0,00%
Asclepion Laser T. GmbH 89,00 90 88 2 2,27%
Jena Surgical GmbH 0,50 1 0 1

Lasercut Technologies Inc 0,50 0 1 -1 -100,00%
LT Tech of Carlsbad Inc. (ex Deka Laser Technolgie) 0,00 0 0 0 0,00%
With Us Co Ltd 38,50 40 37 3 8,11%
Wuhan Penta Chutian Laser Equipment Co Ltd 161,50 78 1 145 33 22,76%
Penta-Laser Equipment Wenzhou Co. Ltd 137,00 152 2 12 30 24,59%
Lenap Inc. (ex Lasit Usa Inc) 0,00 0 0 0 0,00%
BRCT Inc. 0,00 0 0 0 0,00%
Cutlite do Brasil Ltda 30,50 30 31 -1 -3,23%
Quanta France Sarl 2,50 3 2 1 50,00%
Deka Japan Ltd 6,00 7 5 2 40,00%
Total 905,00 951 859 92 10,71%

CORPORATE GOVERNANCE AND OWNERSHIP IN COMPLIANCE WI TH
GOVERNMENT LEGISLATIVE DECREE 231/2001

In compliance with the laws and regulations novoirte, EI.En. S.p.A. has drawn up a Report on c@tgogovernance

and ownership Relazione sul governo societario e gli assetti pietpri”) which has been deposited with the
authorities and published in a separate sectiothisfdocument. This report on corporate governasare also be

consulted on internet on the site of the Group: welengroup.com — in the section “Investor

relations/governance/corporate documents”.

Since March 312008 EIL.En. S.p.A. has used a model for the omgdioin, management and control of the company in
compliance with Legislative Decree no. 231/2001.

INTER-GROUP RELATIONS AND WITH RELATED PARTIES

In compliance with Regolamento Consob dated Ma2h 2010, n. 17221 and subsequent modifications, drerf
Company, ELLEn. SpA approved the rules discipliniatations with related partiesRegolamento per la disciplina
delle operazioni con parti correlate’hich can be consulted on the internet site ofcthrapany www.elengroup.com
section. “Investor Relations/governance/corporabeaments

These regulations represent an up-date of thos@waggbin 2007 by the company as implementationrof2891 bis of
the civil code, of the recommendations containedrin9 (and in particular the applicative crite®i&.1) of the Self
Disciplining Code for Companies Listed on the Stotdrket Codice diAutodisciplina delle Societa Quotatedition
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of March 2006, in consideration of the above memi Regulations for Operations with Related Parties
(“Regolamento Operazioni con Parti Correfgte n. 17221 and later modifications as well a® t@onsob
Communication DEM/110078683 of Septembef’ 2010. The procedures contained in thiegolamento per la
disciplina delle operazioni delle parti correldteent into force on January'12011.

The operations conducted with related parties,uthioly the inter-Group relations cannot be qualifeedatypical or
unusual; these operations are regulated by ordimarket conditions.

In regard to the relations with related partiegagk refer to the specific paragraph in the ExpiapaNotes of the
Consolidated financial statement of the EI.En. @rand in the separate financial statement of EISEp.A..

OPT-OUT REGIME

It should be recalled that on Octob&t 3012 the Board of Directors of EL.LEn. S.p.A. votedadhere to the possibility
of opt-outin compliance with art. 70, sub-sections 8 and sith-section 1-bis of the Consob Regulations 119871/
exercising their right to waive the requirementpgablish the information documents concerning argnificant
extraordinary operations related to mergers, divisj increases in capital in kind, acquisitions sales.

OTHER INFORMATION

Atypical and unusual operations

In compliance with Consob Communication DEM/6064283uly 28" 2006, we wish to state that during 2014 the
Group did not make any unusual or atypical openatias defined in the aforementioned communication.

Management and coordinating activities

El.LEn. S.p.A. is the parent company and consequénthot subject to any management or coordinagictiyities in
compliance with art. 2497 and following paragraphthe Civil Code.

Adoption of measures for the protection and guararge of privacy

Considering the criteria for the treatment of paesdodata applied by the company, they has decidekleep the
protection documenfDocumento Programmatico di Sicureyzgdated in order to maintain an orderly manageroén
privacy and a document that can be referred tas4o permit a reconstruction of the criteria usedtiie choice of the
methods with which to apply the regulation. Theteais of the document are basically a summarp@itbmpliance
imposed by the Guaranteeing Authority.

Compliance according to art. 36 and following paraaphs of the Consob Market Regulations.

In relation to the regulations governing the candi for the quotation of companies controlling stitated or
regulated companies according to the laws of camthat do not belong to the European Union amd #ine of
significant importance for the purposes of the otidated statement, we wish to state that:

- As of December 312014 among the companies that are controlled HSnEIS.p.A. the following are subject
to the regulations: With Us Co. Ltd, Penta Chutiamser (Wuhan) Co. Ltd e Penta-Laser Equipment
(Wenzhou) Co. Ltd.

- Procedures have been adopted to assure the derplapliance to the regulation.

Fiscal consolidation

It should be recalled that for the three year pe8611-2013 which was later extended for the tlyese period 2014-
2016, for the subsidiary Esthelogue S.r.l. and,tle three year period 2012-2014, for the subsid@utlite Penta
S.r.l., the Parent Company EI.En. S.p.A. will aghtr the IRES regime of taxation of the nationalsmidated as per
art.117 and following paragraphs of the TUIR andth# Ministerial Decree of Juné"®.M. 2004. The relations
between the parties, as far as this law is condemre regulated by the special “Consolidation &grent”.
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SUBSEQUENT EVENTS

No significant events occurred after the closinghef year.

CURRENT OUTLOOK

The good position of the Group on their selling ke#s thanks to the success of their range of pteds@t the base of
the excellent results obtained in 2014; along wWithimprovement in the market conditions and theericy Exchange
rates this fact allows us to set as our objectore2015 the ambitious goal of 200 million in saledume which we
believe can be reached. We expect also to improeeconsolidated EBIT both in terms of absolute @adnd in the
incidence on the sales volume: the objective ofrifllon represents an ambitious goal which can b&ioed only if
the favourable market conditions continue in patéic with the US dollar stable below the threshold,1 dollar per
Euro.

DESTINATION OF THE NET INCOME

To our shareholders,

we are herewith submitting for your approval theasate financial statement of El.En. S.p.A. as et@nber 3%
2014, and propose to allocate the net income &223094,00 Euros as follows:

- 18.704.726,00 Euros as extraordinary reserve;

- to distribute to the shares in circulation asvafy 25" 2015 when coupon 13 comes due,— in compliance avith
23574er, second subsection of the Civil Code — a dividehd,00 Euro gross for each share in circulationafdotal
amount of 4.824.368,00 Euros;

- to allocate in the special reserve of retainathiags the residual dividends destined for addéldreasury stock held
by the company on the date the coupon came due.

For the Board of Directors
Managing director— Ing. Andrea Cangioli
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GLOSSARY

Codice: the self-disciplining code of the companies quaiedhe stock market which was approved in July 20 the
Committee for Corporate Governance and promotethbyBorsa lItaliana S.p.A., ABI, Ania, Assogestioigsonime
and Confindustria.

“c.c.”: the Civil Code;

“Board” : the Board of Directors of EI.LEn. s.p.a.

“El. En.”/ “the Company” : the listed company to which this report refers.

“Financial year” : the financial period closed on Decembet 3014 which is referred to in the report

“Regolamento Emittenti Consob™ the Regulations issued by Consdnmissione Nazionalger le Societa e la
Borsg after vote n. 11971 in 1999 (and later modifiediicerning listed companies;

“Regolamento Mercati Consob”™ the Regulations issued by Consob after vote r916in 2007 (and later
modifications) concerning stock markets.

“Regolamento Parti Correlate Consob” the Regulations issued by Consob after vote 2217n 2010 (and later
modifications) related to operations with relatedties.

“Report” : the report on corporate governance and ownet$laipall companies are required to issue in compéa
with art. 123-bis TUF.

“Statute/company statut€’ the company statute or by-laws of EL.LEn S.p.A.

“TUF” : Legislative Decree of February'®4998, n. 58 Testo Unico della Finanja

* Kk *

38



1.0 PROFILE OF THE EL.EN. COMPANY

Since December 112000, with the admission of its ordinary stocktite MTA (formerly MTAX, and before that,
Nuovo Mercatd organized and managed by Borsa ltaliana SpA ‘ad always been the intention of El.LEn. (“the
Company”), apart from any legal obligations and#gulations, to follow, maintain and perfect, cotifpg with its
own organization and structure, the adaptationtofoivn system of corporate governance in conformiith the
suggestions and recommendations of the Code -ibdtte original version of 1999, revised in 20022006, in 2011
and the latest version in 2014, and identifiedhesliest practice, since it represents a uniquertppty to increase
their reliability and reputation in relation to thearket.

The company has been part of the Techstar segrimeet the founding of the segment in 2004 and has logioted in
the Star segment since 2005.

The corporate governance of EI.LEn. consists ofar@of Directors, a controlling body and an assgmbl

During the phase of adaptation to the regulati@tscsth by Legislative Decree n. 6 of Januar{ 12003, and the later
amendments and modifications, the shareholderd.BhEvoted to keep the traditional system of adstiation and
management.

Consequently, the company is currently administéng@ Board of Directors which is regulated, in dllits aspects
(composition, functions, salaries, powers, reprizgégm of the company), by Articles 19 to 23 of twmpany by-laws
and is subject to the control and supervision Bbard of Statutory Auditors which is governed iregvaspect by Art.
25 of the by-laws.

The auditing of accounts is conducted by a comphatyis enrolled in the special CONSOB professioagister.
During the assembly held on Octobef"2810 El.En. adopted some modifications in theadwsl that were deemed
necessary for compliance with D. Lgs. of Januafyy 2010, n. 27 related to the exercising of thetsgif shareholders
owning stock in companies listed on the stock maked issued on the basis of the relative Europs@an directive
2007/39/CE of July 112007 (the so-calletBhareholders’ rights’) and the D. Lgs. of January®22010, n. 39 related
to legal audits of the annual accounts and cors@i accounts issued in implementation of the ivelaEU
2006/43/CE.

The Board of Directors

The Board of Directors holds full powers for thelioary and extraordinary administration of the tigés related to
the pursuit of the aims of the company.

The Board Members were elected by the shareholdezsting held on May 152012 and, after the vote of approval
of the Board of Directors on the same day, is magef executive and non-executive members organizetree
committees so as to carry out consulting and ekexdtinctions in support of the Board: the comnaitdor internal
control, for remuneration, and for nominations.

Two of the Board members were elected since thegessed the independence requirements as pet@terlTUF.
The board members have legal domicile at the heatkys of the Company for the duration of their deia.

The executive Board Members retain, in accordarite the vote of the Board of Directors held on MEy' 2012,
separately from each other and with independemniasige, all of the ordinary and extraordinary adstrative powers
for achieving all of the aims included in the compaurpose, excluding only the attributions whigk arohibited
from being object of proxy in conformity with a&381 of the civil code and the company by-laws.

The approval of the financial statement for 20Jgtesents the end of the mandate.

Since Septembef"52000 the Board has instituted amongst its mentberfollowing committees which are composed
for the most part, of non-executive members wheehhe following tasks described below and whidgh disciplined
by the specific regulations:

a) Nominations Committee for the appointmehthe director (henceforth referred to as the Nominations
Committee”) which has the task of assuring thegpamency of the procedures for the selection aactieh of the
board members as well as the balanced and efficemposition of the board.

b) Remuneration Committegvhich has the task of formulating proposals fur amount of remuneration to be
paid to the executive Board Members and to thos¢ tlave particular responsibilities, and, in resgomo the
indications given by the delegated commissionsjdtermine the criteria for the remuneration of the executive
officials of the company. Following the modificati@f article 7 of the Code, the Board, on May' 2911, formally
adapted the regulations of the Remuneration Coreenttt the new rules with reference to the perfooceasf some of
the tasks of the Committee regarding the genenypor the remuneration of the administrators anber strategic
figures. Most recently, on May 15012, the newly elected Board proceeded with tiétian to the regulations of the
modifications in the Code in relation to the refere to art. 6 rather than 7;

C) Committee for controls and risk®fmerly the Internal Control Committeejvhich has consulting, executive
and sustaining functions for the Board of Direciorthe realization and the supervision of therimé controls systems
and of the evaluations of the proposals of the pedeent auditors. With the vote held on Novembét 2010 the
Board integrated the functions of the Internal G@n€ommittee on the light of the role attributedthe independent
administrators in accordance with article 4, sutieec3 of theRegolamento Parti Correlate Consa@mnd the new
company regulations related to operations withteelgarties approved on the same day. Subsequésitbwing the
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changes in the controls pursuant to D. Lgs. 39/28idthe functions attributed to the Board of Aoditin relation to
the evaluation of the proposals made by the Ind#genauditors concerning the performance of thasgesas well as
the clarifications provided by Borsa Italiana (etil8916 of December 22010) concerning the coordinating of the
changes in the rules with the contents of articté 8ie Code, with a vote cast on May"13011 the Board adapted the
regulations of the committee and conferred to #teet, as far as the legal reviewing of the accowds concerned, a
role that was merely that of a sustaining body. sM@cently, on May 152012, the newly appointed Board of
Directors decided to change the name of the comenitdt Committee for controls and risks and to ddd further
modifications introduced by art. 7 of the Codelte tegulations.

The regulations of the committees also determiag tomposition and role.

The first version of these rules was approved guedeber 5th 2000, and they were revised in ordexdtpt them to
the new regulations or new structural reorganiratiothe company. They were revised in Decembe20ff3 and in
2007. To the regulations for the Internal Cont@tammittee, as previously mentioned, further addgiwere made in
2010 and they were modified in 2011. The regulatifun the Remuneration Committee also receivedhéuradditions
in 2011. All of the regulations were revised mastently by a vote on May 2012 on the basis of the new Code.

On September 2000 the Board also appointed a provost for iratlecontrol. The internal control system was later
amplified and organized as described below inrdyirt.

The Board of Directors convenes at least once egagyter also in order to guarantee adequate irtom for the
Board of Statutory Auditors related to the most @miant transactions conducted by the Company argllbsidiaries as
well as, when required, the conducting of operationth related parties or those that are partitplaomplex or
important and, moreover, every time that the pesgidnd/or the executive board members decideetgept questions
and decisions related to their area of expertighaentire board.

The directors of the Company participate as membetke administrative bodies of the subsidiary pamies or else
have the position of sole director, otherwise tkdenimistrative body of the subsidiary companies $pmomplete
detailed information required for the organizatafrthe activities of the Group and the accountitagesnents necessary
for conformity with the relative legislation; norita the usual policy in the past has been forghbsidiary companies
to supply all of the information necessary for glreparation of the consolidated financial and ecginaeports before
the end of the month following the closing of theadger.

The company by-laws concerning the appointmentirectbrs, the composition of the Board and theimtezl areas of
competency — specifically articles 19, 21 and 2@ere modified by the assembly which was held on M&%2007 for
the purpose of adapting them, to the extent reduared not already included, to the new TUF anchto @ode and,
most recently, further adapted by the assembly trel@ctober 28 2010 to the directives contained in the a.m. Ds.Lg
27/2010. At that time, the Board was also attridutee prerogatives described in articles 11 anadfihe Consob
Regulations on urgent dealings with related parties

During the meeting held on May 12012, article 19 of the by-laws was adapted tauly 12" 2011, n. 120 in terms of
the balance between genders.

Moreover, the shareholders’ meeting of May'12013, from the text of Articles 19 and 25 — whiegulate the
method of election, respectively: the first, of s@ministrative body and the second of the contrglbodies, removed
the prohibition from withdrawal of the certificateemonstrating the validation of right to prespmposals for
nominations before the actual meeting of the asbeml the same time, we also corrected some tygolgical errors
present in these articles referring to the datepiosit/‘communication of the certificates.

The shareholders’ meeting which was convened ieroral approve the financial statement for the yeifiralso be

required to appoint a new board. The quota requvethe presentation of the lists of candidates, %6 of the capital
stock, in compliance with CONSOB vote of January 2815 no. 19109 according to art. 144-qu&egolamento
Emittenti Consol§Regulations for Consob companies) and articlefliie EI.LEn. by-laws.

For a detailed description, please refer to thecifipeparagraphs contained in the part of this regelated to

information on the adhesion to the Code.

In relation to the required presence of the scedaihdependent board members which, since 2005dw®s obligatory
by law, the company by-laws specifically state tpiactice in relation to the rules regarding th@aptment and
composition of the Board; it should be noted tliatconformity with the Code, this practice has beegular policy

since 2000, the year in which the company was djiustted on the stock market.

The Board of Statutory Auditors

The Board of Statutory Auditors is the body whichgconformity with the laws and company by-lawsergrusted with
the supervision of the conformity to the laws andttie company by-laws, the respect of the prinsifé correct
administration, of the adequacy of the company mirgdional set-up related to the specific tasksteps of internal
controls and accounting administration system usgdhe company and its concrete functioning. TherBoof
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Statutory Auditors moreover supervises the impleatéam of art. 19 of D. Lgs. January®2010 n. 39 as well as the
means for the correct application of the rulescfmporate governance contained in the self-distipdi code and on the
conformity with the Consob regulations and the iempéntation of the company procedures related ttingewith
related parties.

This Board is also entrusted with the supervisibthe adequacy of the instructions given to thesglibry companies
so that they supply all the information necessarytider to be in compliance with the communicatidatigations
required by law.

The present Board of Statutory Auditors, electedh®yassembly on May 1% 2013 will remain in office until the
approval of the financials for 2015.

After the resignation of Dott. Gino Manfriani whiavas accepted in order to enable the companydi@aaize the
composition of the acting members of the Board aflifors in compliance with. 148, sub-section 1-8id)J.F. in
relation to the balance of genders, and the apmeint of Dott.ssa Pelagotti teplace him in conformity with 2401
c.c., the shareholders’ meeting in 2014 addedfénmale members to the Board of Auditors, one tadieng auditor
and the other as alternate auditor.

The term for the additional members who are appdirtb the Board of Auditors will expire with that the other
members of the Board when the financials for Deaam3f" 2015 are approved.

Company by-laws establish a limit in the accumolatof assignments, in conformity with 148-bis T#6, that the
appointment of a candidate or auditor who alreadctions as acting auditor in more than five listenpanies is
considered ineligible or invalid, as well those wdre in a situation of incompatibility or that erdethe maximum limit
as per thd&kegolamento Emittenfart. 144duodeciesand following).

After the modifications in the by-laws approved the assembly on May 152007, they specified in art. 25 of the
statute, which already contemplated the electiangua voting list, that the acting auditor drawarfr the minority list
which came in first would be elected presidenthaf Board of Statutory Auditors. Most recently,iwihe assembly of
May 15" 2012 the company adapted art.25 of the by-lavis thuly 13" 2011, n. 120 in terms of the balance between
genders.

Auditing of Accounts

The auditing of accounts (in compliance with D. L§9/2010) is conferred to companies that are &ttdh the
CONSOB professional register. Starting from thesdaft the quotation of the company on the stock etadtil the
December 3% 2011 the task of auditing the separate and catwtelil financial statement of the company, in
conformity with art. 159 TUF in force at the timgetappointment, was conferred to RECONTA ERNST &UING
SpA.

The shareholders’ meeting which meets in ordepfrave the financials for 2011 for the years 2012020 conferred
the appointment on Deloitte & Touche SpA in confiymvith articles 13,14 and 17 of D. Lgs 39/2010.

Other information
On February 24 2006, the original shareholders who had adhergbegact stipulated in 2000 and later renewed in
2003, decided unanimously to terminate the Paatlirance with effect to take place immediately.

Internal dealing

Up until March 38' 2006, for the relevant definable subjects in adance with and in conformity with articles 2.6.3
and 2.6.4. of theRegolamento dei Mercati organizzati e gestiti dasBdtaliana SpA starting on January®12003
there had been in force an “Ethics Code” whichhwiference to operations made by those subjexgsiated the
obligations of information and the types of behavido be observed with an aim to guaranteeing tlaimmum
transparency and homogeneity of information intretato the market.

On account of the modifications determined by tHeFTof the EU law 2004 (L. April 18 2005, n. 62), in
consideration of the EU directives concerning magtmise, and of the later regulating activity imfoomity issued by
CONSOB, since April ¥ 2006 the company has been required to conforthet@egulations on the subject of internal
dealing in particular to articles 114, sub-secfipifesto Unico sulla Finanzand from 152-sexies to 152-octiefsthe
Regolamento Emittenti

Since April 12006, therefore, it has become obligatory to conioaia to the public all the operations made on the
financial instruments of the company by relevanspes or persons closely connected to them andgecoeently, the
laws regarding internal dealing contained in thekdaRegulationsRegolamento dei Mercatbrganized and managed
by Borsa Italiana SpA, have been abrogated.

As a consequence of this, the Ethics Code adopt2803 by the Company was replaced by another desyradopted
on March 31 2006 and later modified on Novembef"1206, which, besides describing in detail the llegéigations,
also specifies the time limits or prohibitions fbe operations made by the above mentioned subjects
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2.0 INFORMATION ON OWNERSHIP (ex art. 123-bis, subsection 1, TUF) on December 31 2014

a) Structure of capital stock (ex art. 123-bis,tssection 1, letter a), TUF)
The capital stock which is approved, underwritted paid out is 2.508.671,36 Euros divided into 4.888 ordinary
shares for a nominal value of 0,52 Euros each.

b) Restrictions in the transfer of stock (ex art23-bis, sub-section 1, letter b), TUF)
There are no particular restrictions on the transfestock.

c¢) Significant ownerships in shareholders’ capitéx art. 123-bis, sub-section 1, letter c), TUF)
From the information and data available on Decen®&r2014 the shareholders listed on the attached Thbiave
significant ownership of the capital stock of El.LEn

d) Shares which confer special righ{gx art. 123-bis, sub-section 1, letter d), TUF)
None.

e) Shares held by employees: mechanism of the gotights (ex art. 123-bis, sub-section 1, letter €JF)
None.

f) Restrictions in the right to vote (ex art. 123sh sub-section 1, letter f), TUF)
None.

g) Agreements among shareholders (ex art. 123-biy-section 1, letter g), TUF)
None.

h) Clauses related to change of control (ex art.3tBis, sub-section 1, letter h), TUF) and by-lawslating to OPA
(ex artt. 104, sub section 1-ter and 104 bis, saebt®n 1)
None.

In relation to the regulations contained in theldoys regarding offers of public acquisition (OP&)e shareholders’
meeting voted on May 132011 to include among the prerogatives of the BadrDirectors, in compliance with art.
104, sub-section 1-ter, T.U.F., the power to impahdefensive measures in case of an offer of palglijuisition even
in the absence of the authorization of the shadsiie! meeting.

i) Proxies authorizing the increase of capital stoand purchase of treasury stock (ex art. 123-k8sib-section 1,
letter m), TUF)

At this time, the Board does not have any authogiziroxies.

After the sale this year of the 21.148 shareseafdury stock held on Decembef'2D13, as of December 32014 the
company no longer possesses treasury stock.

For further information on the methods and useheftteasury stock held on Decembef' 2013, please consult the
explanatory Consolidated Notes, paragraph “Are@arfsolidation”.

[) Management and coordinating activities (ex. art2497 and following of Civil Code)

ELLEn. SpA is the Parent Company and thereforeoissubject to any activity of management or coatlirg in
compliance with art. 2497 and following of the Ci@ode.

* % %

In compliance with art. 12Bis, first sub-section, letter i) TUF we herewith dael that'no agreements have been
stipulated between the Company and the Directorisiwimclude indemnities in case of resignation ion§ without
just cause or if their employment is terminated ttuan offer of public acquisition”.

The information required by article 128s, first sub-section, letter I) TUR‘the regulations applicable to the
appointment and the replacement of the directors..wall the modification of the by-laws, if differdnom the
legislative and regulatory ones applied in additiprare described in the section of the Report degittd the Board of
Directors (Section 4.1).

* % %
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3.0 COMPLIANCE (ex art. 123-bis, sub-section 2, lé¢r a), TUF)

Until the ordinary stock of EI.LEn. was quoted oe gtock market organized and managed by the Btaléania s.p.a. on
December 1% 2000, apart from any legal obligations and/or fetjipns, compatibly with its size and structuree th
Company acted in accordance with the suggestiodsesommendations of the Code, both in the origueasion of
1999, the revised version of 2002, of March 206@04.1 and July 2014.

The present version of the Code is accessibledqtiblic at the web site Commission for Corporateésnance at
http://www.bors#aliana.it/comitato-corporate- governance/codioéAxlean.pdf.

The information in compliance with art. 123-bisbssection 2, letter a), is contained in the reladed pertinent
sections of the Report.

* k%
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4.0 BOARD OF DIRECTORS
4.1. APPOINTMENTS AND REPLACEMENTS (ex art. 123-bis sub-section 1, letter I), TUF)

The appointment of the members of the Board is gotedi by means of a vote from lists and is govelnedrt. 19 of
the company statutes. This article has been mod#feveral times in order to adapt it to the regkateanges in the
laws which govern the subject. It was first modifiey the extraordinary shareholders’ meeting heldviay 15" 2007

in compliance with art. 14%r comma 1 TUF and thRegolamento Emitteni1971/1999, and then by the assembly
held on October 282010 in compliance with art. 14& sub-sectiori-bis introduced most recently by art. 3 D. Lgs.
January 2% 2010, n. 27 and by the one which met on Ma$) 2612 to adapt it to art. 14@, sub-sectiorl-ter, as well
as the regulations for the activation as per a##+indeciesof the Regolamento Emittenti Consdtl971/1999,
regarding the respect of the balance among typgseinompiling of the lists of candidates as welirathe composition
of the body elected and in the replacement of mesnlvho have ceased.

Moreover, the shareholders’ meeting held on Maj' PB13, in consideration of the change in legistatand
regulations concerning the validation of the rightpresent lists of candidates as per D, Leg¥. ihe 2012, n. 91,
removed from the text of the by-laws the prohilmitioom withdrawing the certificates before the negtvas held.

At this time, in relation to appointments, the tetdtes as follows:

“Art. 19 — Administrative organ— (... omissis ...) For the appointment of the membktse Board of Directors the
procedure described below must be followed: Attl@as(twenty-five) days before the date set forfitlse convocation
of the ordinary assembly the partners who intengrtipose candidates for the appointment as mentdfeifse board
must deposit the following documents at the compaagquarters:

a) a list containing the names of the candidatestlie position of board member numbered progresiaed an
indication of which ones have the requisites fateipendence in compliance with art. 147-ter, sullizect, D. Lgs.
February 24' 1998, n. 58 and th€odice di Autodisciplingrepared by the Committee for Corporate Governasfce
the companies quoted on the stock market promgt&blsa Italiana s.p.a.;

b) together with this list the partners must deposi complete and detailed description of the pssfonal curriculum
of the candidates being presented, with adequateates for the proposal of their candidacy; a cortgleurriculum
vitae of each candidate from which it will be pb#sito see the positions held in administrativerdsaor controlling
commissions in other companies; a declaration inctvreach candidate accepts their candidacy andateslunder
their own responsibility that no causes exist fagligibility or incompatibility, and that all therprequisites established
by the applicable regulations and by the companials for their respective positions exist.

The creation of the lists containing not fewer tilaree candidates must take place observing thelatgigns related to
the respect of the balance among types.

The lists must show the identifying list of thetpars, or the name of the partner, who is presentime list with
complete indications of personal data and the petage of capital held singularly and overall.

Each partner may present and participate in thespregation of a single list and each candidate carpbesented in
only one list, otherwise he/she will be consideireligible. The partners who belong to the sam®mimpact may
present only one list.

The partners who have the right to present listeegi by themselves or together with other partremes those who
possess the percentage of equity in the capitaksspecified by art. 147-ter D. Lgs. February"2098, n. 58, or the
greater amount established by Consob regulatiomsidering the capitalization, floating funds andresship of the
companies quoted.

The ownership of the minimum number of shares sapgfor the presentation of the lists is deterrdiby the amount
of shares registered in the possession of the pestan the day in which the lists are depositeth tie company. The
relative certification must, in any case, be progidi@t least twenty-one days before the day sehéofirst convocation
of the ordinary shareholders’ meeting.

The board members are appointed by the ordinargragty on the basis of the lists presented by the@as in which
the candidates are listed in numerical order.

Each partner having the right to vote may votedoly one list.

The board members are drawn from the list or gtch have received the most votes and, in any, eapercentage
of votes which is at least half of that necessaryte presentation of the list itself.

At least one member of the board must always bemifeom the minority list which received the largasmber of
votes. In the case that there are lists which nee¢he same number of votes, the entire ordinasgrably must vote
again and the list which obtains a simple majodfyotes will be elected.

If, within the established term, no list has beeaspnted, the assembly will vote according to #lative majority of
shareholders present at the assembly.

In the case of a sole list being presented, alhef board members will be elected as part of tistih the order in
which they appear on the list.

In the case that no minority list receives votég, board will be completed by the vote by the netamajority of the
shareholders present at the assembly.
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Among the candidates the assembly must elect anopigte number of board members who possess tigsies for
independence established for the controllers by B48, sub-section 3, D. Lgs. February"24998, n. 58 and by the
Codice di Autodisciplingrepared by the Committee for Corporate Governaoicthe companies quoted on the stock
market promoted by Borsa Italiana s.p.&.Board Member who, after his/her appointment Idbesprerequisites for
independence must immediately communicate the nestances to the Board of Directors and, in any cdke
appointment is nullified.

The composition of the body that is elected masany case, guarantee the balance between gendamsnpliance
with art. 147-ter, sub-section 1-ter, D. Lgs. obReary 24" 1998, n. 58.

The mandate for the members of the Board last8 f@hree) years, that is, for the shortest peribdttis established
each time by the Assembly in conformity with aB82 sub-section 2 c.c. and they may be re-eledteduring the
year one or more members are missing the other membay have them replaced in conformity with 2886 c.c.. In
every case in which one or more board member ce#@isesappointment of the new board members mustgkdce in
compliance with the current regulations concernihg balance between genders represented (... omigsis...

For the purpose of guaranteeing the greatest taa@spy, the Company has adopted and has expressiyomed in the
notice convening the assembly, the recommendatibribe CONSOB in their communication n. DEM/901788f3
February 26 2009, related to the necessity for all of those \iend to present a list of candidates, to beteteto the
position of so-called minority board members, tpaigt together with the list, a declaration whid@ntnstrates the
absence of connections, even indirect ones, aanbet47ter, sub-section 3 TUF and art. 14dinquiesof the Reg.
Emittenti 11971, with shareholders who detain, even joirdlycontrolling equity or relative majority which rcde
identified on the basis of the “communication afrsficant equities” as per art. 120 TUF or of theblication of
company pacts as per art. 122 of the same TUF.

Moreover, already before the introduction of arf1dr, sub-section1-bis. TUF, in order to satify interest of most
shareholders to know in advance the personal aofggzional characteristics of the candidates stw asst a more
informed vote, it was decided to anticipate theustay term for depositing the lists (in complianeéh Code 2006
6.C.1.).

Besides the regulations stated in Art. 19 of thevabmentioned statute, EI.LEn. Spa is not subjeentoother special
regulations related to the composition of the Boafdlirectors, in particular those related to tle@resentation of
minority shareholders and/or the number and chariatits of the independent directors.

Succession plans (Criteria 5.C.2 of the Code)

The Company does not belong to the FTSE-Mib index.

Following the recommendations of the Nominationgn@uttee, the current Board has decided to defefdiraulation
o fan actual succession plan for the executive boambers since it is clear that any new board reesnthat are
chosen to replace one or more of the members wi® deased must be persons who have a profound &dgevof the
functional and organizational characteristics ef tbmpany.

The Board has also based its evaluation on thefattover time, thanks to the investment thatctvapany has made
in this sector, qualified personnel of the Comphag acquired the managerial capacity which in @sg evould make
it possible at any time to find a replacement isecaf necessity.

4.2. COMPOSITION (ex art. 123-bis, sub-section 2etter d), TUF) — ART. 2 CODE

Current members of the Board of Directors

The current Board which will be in office until tlag@proval of the annual report for the year whindson December
31* 2014, is composed of the following members:

1) Gabriele Clementi — president and executive negmb

2) Barbara Bazzocchi — executive member;

3) Andrea Cangioli — executive member;

4) Stefano Modi — special member, without powersatérney but executive in compliance with artapplication
criteria 2.C.1 of the Code since he is the dineofdhe R&D department of EL.LEn. Spa.

5) Paolo Blasi — independent board member in canpé with art. 147-ter TUF and art. 3 of the Code;

6) Alberto Pecci — board member;

7) Michele Legnaioli — independent board memberompliance with art. 147-ter TUF and art. 3 of @ee;.

The number of board Members which was establiskegight by the assembly which met on Ma§! 2§12 and which
elected the current Board, was later reduced tersdy the meeting which met on Novembel" 2012, after the
resignation tendered for strictly personal reasbpshe Board Member Angelo Ercole Ferrario on Astd#" 2012.

The Board was elected with 55,460% of the votingjtehby the shareholders meeting held on Ma$) 2612 and, after
the vote of the Board of Directors on May"®012, is made up of executive and non-executivepees who, in order
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to carry out the consulting and proposing functiohshe Board, are organized in three committeeg for internal
controls, one for remuneration and one for nomamegiand appointments.

For the elections only one list was presented aqbsited at least twenty-five days before the abgeand this list
contained the names of all the candidates who sgisequently elected.

The list was presented jointly by the following {pers: Andrea Cangioli, Gabriele Clementi, BarbBezzocchi,
Alberto Pecci on his own and as representative.fl3.. di Alberto Pecci & C. s.a.s., Elena Pecdiowdetains 100%
of the usufruct of the quotas of IMMOBILIARE IL CIEGIO s.r.l., Carlo Raffini.

The personal data of the board members is listEmhbe

GABRIELE CLEMENTI — president and managing direadbthe board, born in Incisa Valdarno (Florence)aly &'

1951. He received his degree in electrical engingdrom the University of Florence in 1976 andlabbrated with the
university until 1981, while at the same time foumtda centre for experimenting applications of bémlical equipment
together with Barbara Bazzocchi. In 1981, togethigh Mrs. Bazzocchi, he founded EI.En. as a colectompany.
Since that time he has been dedicated full timéhéodirection and management of EL.LEn. Spa and@fGroup in
which he has several different positions. Since9]98ar of the transformation of the company into(@mpany with
limited responsibility) he has been President efBloard of Directors. Since 2000 he has also beeoutive director.

BARBARA BAZZOCCHI — managing director of the boatthrn in Forli on June 171940. She received her diploma
in accounting in 1958 and as an executive secrétaf®61. From 1976 until 1981 she managed and ridtaied a
centre for the experimentation and application iohiedical equipment and then, with G. Clementi,nibed EIl.En.
Spa. As director, she has been involved full timéhie management of the company since its foun@imgee 1989 she
has been executive board member.

ANDREA CANGIOLI — managing director, born in Flom in December 311965. In 1991, he received his
Engineering degree from the Politecnico di Milanithva major in Engineering of Technological Indiedrspecializing
in Economics and Organization. Since 1992 he har be the Board of Directors of EL.En. s.r.l. aimte 1996 he has
been executive board member of the company andraErous companies belonging to the Group.

STEFANO MODI — He is considered an executive menmdfehe Board in compliance with applicative crigée2.C.1
because he is director of the Research and Develoipdepartment of the Company, and was born in 8&agn
Lorenzo (Florence), on January™@961.. In 1989, he received his degree in Ele@trdingineering from the
University of Florence and up until 1990 collaberdhwith the Institute of Quantistic Electronics mnmojects related to
the technical and functional specifications as waslifor the design and engineering of diode laginee 1990 he has
been an employee of the Company and has workedajacts related to the technical and functionalcgjpations
engineering and development of various types ddrlaystems intended for use primarily in medicad aesthetic
applications. Since 1999 he has been an officethefcompany with management responsibilities in riredical
research and development department. He has Hemaré member since 2006.

ALBERTO PECCI — non-executive board member, borRistoia on September 18943. He received his degree in
Political Science and after a brief experience waylat the BNL bank USA, he founded the LanificiecBi, of which
he is president, as well the other companies oftékéle group of which the Lanificio is parent cpamy. He was
nominated Cavaliere del Lavoro in 1992, and wa#t fifice President (1988-1993) and then Preside3232002) of
the La Fondiaria Assicurazioni; he has been a merab¢he Board of Directors of Mediobanca, of Assazioni
Generali, of Banca Intesa and of Alleanza Assidordaz He is currently a member of the board of Dioes of
Mediobanca s.p.a, a company listed on the Italtanksmarket (Borsa Italiana). He has been a nowdikes board
member since 2002.

PAOLO BLASI — independent board member, born inréfee on February 1 1940. He received his degree in
Physics from the University of Florence in 19631871 received a teachers certificate for teackBregeral Physics.
From 1979 o 1982 he was director of the Nationdldratories of Legnaro of the I.N.F.Nstftuto Nazionale di Fisica
Nuclearg; from 1985 to 1989 he was a member of the Dingc€ommittee of the I.N.F.N. and from 1989 to 1981
the executive joint commission of the same ingitditom 1987 to 1996 he was Vice President of tNeQ. (stituto
Nazionale di Ottica Since 1980 he has been Professor of the “Physissratory” for the university course in physics.
From November % 1991 until October 312000 he was president (Magnifico Rettore) of theversity of Florence.
From 1994 to 1998 he was president of @enferenza dei Rettori delle Universittaliane (C.R.U.l.), for two
consecutive terms. He is a member of ltiternational Association of Universiti€sA.U.) and during the 10" I.A.U.
General Conference in New Délhin February 1995he was elected member of the Administrative BoardHe five
year term from 1995-2000, and in 2000 re-appointeiil 2004. In August of 1998 he was elected baasimber of
CRE (Association of European Universities) andrlatas appointed vice president of the same assmtjaip until
March 2001. By decree of the Ministry of the Unbiey and Scientific Research on February” 28999 he was
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appointed member of the Board of Directors of thBl.R. (Consiglio Nazionale delle Ricercheand served on the
board until 2003. He was elected executive boardnibee of the Banca d'ltalia representing the headepsa of
Florence and Leghorn, during the Assembly of J&Y 1999 and reappointed in 2003. He has been a meofiliee
Board of Directors of th&nte Cassa di Risparmiof Florence since and was re-elected in Novemb&060 and in
November of 2003. With a decree of the MinistryHsalth on October 312001 he was appointed member of the
ministerial commission on University Hospitals asetved in this position until 2002. From 2000 t®2the was a
member of EURAB European Research Advisory Boar&ince 2003 he has been a member ofCbmité national
d’Evaluation des établissements publics a caracwgientifique culturel et professionnepon appointment by the
President of France.

Since 1970 he has collaborated in the elaboratimhdiscussion of the Proposals for Laws on the &hsity and on
Research.

From 1974 to 1977 he was a member of the Boardretirs of the University of Florence.

Since 1981 he has been a member ofiedazione Internazionale Nova Siifs the Global Development of People
and Society) and director of th&ituto per una Scienza Apertd the same Foundation.

From 1983 to 1988 he was director of the Physigsaitenent of the University of Florence and promated directed
the creation of thd.aboratorio Europeo di Spettroscopie nduneari (L.E.N.S.) and of theCentro Eccellenza
Optronica(C.E.O.).

He was a member of the Board of Directors of tha@sootium promoting study and researdBofisorzio per
I'Incremento degli Studi e delle Ricerghod the Physics Institute of the University of @ste from 1985 t01991.

From 1988 to 2002 he was president of the techraca scientific committee for the evaluation of uests for
financing of applied research projects for the dgwement of Southern Italy in collaboration with thinistero per gli
Interventi Straordinari nel Mezzogiorrend presently with the ministry for Economic Pliawgn(Ministero del Tesoro,
del Bilancio e della Programmazione Econonjica

In 1993-'94 he was a member of the Committee oeEgpf MURST for the formulation of an agreememiSzientific
and Technological parks in Southern Italy.

From 1994 to 2000 he was president of the congortirtelius", that created the Data Base for adl ihstitutes of
advanced education in the European Union.

From 1994 to 1996 he was a member of the Techai@IScientific Commission of the Ministry of the iersity and
Scientific and Technological Research aimed attiflgng the types of intervention required in theoeomically
depressed areas in Italy.

He is a member of thNational Geographic Societyf the Forum per i Problemi della Pace e della Guer the
Centre for the Study of Decorative Aresd theDirector's Advisory Committeef the Italian Academy for Advanced
Studies in Americat Columbia University.

He is now or has been a member of the Board ofclire of various institutions including: Officineatdeo, from 1985
to 1988; Societa Galileo Vacuum Tec, from 1988 #9Q Istituto Nazionale di Ottica (INO), from 1983 1996;
Fondazione Scienza e Tecnica, from 1987 to 200@g&zione "Progettare Firenze", since 1995; Consarvadi
Santa Maria degli Angeli, since 1985; British Ih## of Florence, since 1995; Scuola di Musicaidséle, since 1996.
He has received several awards like the titleCoimmendatore della Repubblica Italiaridl® 8073 dell'elenco
Nazionale sez.)y on December 271992; the honorary degree Bbctor of Humanae Litteraeonfered on May of
1997 by the University of New York; in May of 200@® received the Sir Harold Acton Award from New Kor
University; the title ofChevalier de I'Ordre National de la Légion d’'Honmenas awarded to him in June 2000 by
the President of France; the honorary degrd@astor of Humanae Litterawas awarded to hirim December2003 by
the University of Arizona. He has been an indepahtdleard member of the Company since 2000.

MICHELE LEGNAIOLI — independent board member, bémnFlorence on December 19964. He has had a vast
professional experience, including, among otheice$f president of Fiorentinagas s.p.a. and Fioregas Clienti
s.p.a., of theGruppo Giovani Industriali di Firenz€Young Industrialist of Florence), national viceegpident of the
young entrepreneurs of Confindustria, from May 2088mber of the joint commission of Confindustriaddrom
April 28™ 2004 until 2010, president of the Aeroporto dieRize s.p.a. He has been an independent board mefber
the Company since 2000.

Number and composition of the Board of Directors

Art. 19 of the company by-laws states that the Baafr Members must be composed of a minimum of tlaee a
maximum of fifteen members appointed, even amongpartners, by the assembly which will, on eachasin,
determine the number of members

The members of the administrative board will séorethree years, or else for the a shorter perietgrtnined on each
separate occasion by the assembly, in compliantteasi. 2383, sub-section 2, c.c. and can be &esdeif during the
year, one or more of the board members dies ognssthe other board members will have them reglateonformity
with art. 2386 c.c.

In compliance with art. 2 of the Code (principld?2..), the present Board of Directors of El.En.cdnposed of
executive directors (including the president) impliance with application criteria 2.C.1. and no®@eutive members:
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of the seven persons that are now board membees threctors including the president are formakecutive
members (Clementi, Cangioli and Bazzocchi) sinay thave authorized signature and four (Blasi, Legnh&ecci,
Modi) are formally non-executive.

In relation to the board member Modi, please rafdghe preceding paragraph.

During a self-evaluation conducted by the Boardratie election, they were considered to havedhaired expertise
and professionalism. The self-evaluation was regteaiith a positive outcome on Novembel" 2012 after the change
in the numerical composition of the Board as alteduthe resignation of Ferrario. It will be reggted once every year.
(2.P.2 and 2.P.3) As far as the non-executive mesndn@ concerned, although they are outstandingeapdrienced
personalities, to their activity as Board Membdreyt dedicate adequate time and personal commits@ras to
constantly have an active and knowledgeable roteérassemblies and board meetings and on the d¢teamof which
they are members. In fact the two independent adtritors and the non-executive Board Member, Pébmugh
their assiduous participation in the work of thenooittees of which they are members and at the bowretings are
directly involved with the issues of remuneratiamdasystems of internal control and risk managenasat of the
composition and the adequacy of the administragaen.

The positions held by non-executive directors lmeeotcompanies is shown on the following chart:

Michele Legnaioli e Sole director of Valmarina s.r.l.| 0
» President of Braccialini s.r.|

Paolo Blasi e President of the Scuola di0
Musica di Fiesole Fondazione
Onlus*

« President of the Fondazione
Simonetta e Luigi Lombardi

Alberto Pecci » Executive President, E. Pecci &1
C.
 Executive President of Pecri
Filati s.p.a.

e Sole Director SMIL s.a.s di
Alberto Pecci & C.
» Sole director of Alero s.a.s. di
Alberto Pecci & C.
» Executive president of Pontoglio
s.p.a.**
* Non-executive Board Member
of Mediobanca s.p.a.

* until November 2014
** starting in October 2014 he has been non exeeutirector

Maximum number of positions which can be held in dter companies (1.C.3)

During the board meeting held on May"1%012, the board members confirmed what they haay stated in the past
in relation to the maximum number of positions @&eaor or auditor which ELEn. directors could ¢hdh other
companies that are quoted on the regular Italiahfareign stock markets, in financial institutiodenks, insurance
companies or others of significant dimensions. Baithis meeting, the board elaborated their evimoston the basis
of the involvement related to each role (executiven-executive, independent board member) alselation to the
type and size of the company in which the positiaase held as well as the eventuality of their bglog to the EI.En.
Group and established that their executive boanshimees could not hold positions as directors andimlitors in more
than five companies quoted on the stock market.

As far as the Board of Statutory Auditors is coneel, after the approval of the shareholders’ mgetime board of
directors, using the regulatory recall method, ritegk into art. 25 of the statutes, the further fimivhich were
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introduced by art.. 14duodeciesss. of theRegolamento Emittentssued by the Consob in compliance with 8-
TUF, in addition to the previously established maoan limit of five positions as acting auditor inajed companies.

As far as the Company is concerned, as of Dece®B&2014 none of the current board members or auditass
exceeded the maximum number of positions.

Induction Program

As already mentioned, the current executive membktise Board of Directors conduct their activityeey day at the
Company, and two of them, the President and thedbeember Bazzocchi, who were the partners who dednthe

Company in 1981 and since then have been directiglved in the operating management of the Compard/ the

Group, each in his/her own area of expertise. S99 Andrea Cangioli has been a Board Member anued 4996

managing director of EI.En. and numerous other amgs of the Group. Board member Modi is head afe@ech and
Development. The independent Board Members, PriafsiBand Mr. Legnaioli, besides their technical patence

which for the former is mainly of a scientific natuand for the latter, company and corporate, lgvaow accrued
over a decade of experience within the Companytittaheir constant presence on the committeesathiag created in
September of 2000. Alberto Pecci has also beemaadBMember of the Company since 2002.

As far as the members of the Board of Statutoryitdusl are concerned, all of them have an excepti@tanical and
legal background and experience, and they alse,thik President were present at the founding ofCtmpany and
since then have sustained it, or as in the casieedfwo acting auditors, they have been involvedofeer a decade in
the internal controls of the Company where theyehaorked with dedication and commitment.

For these reasons, in consideration of the cuwentiposition of the Board of Directors, and the Boaf Auditors,

there is no need for particular initiatives in tela to an induction program. It is evident thiag¢ President will take
into consideration such a necessity should theiuoa change in the compositions of these Boards.

4.3. ROLE OF THE BOARD OF DIRECTORS (ex art. 123bis, sub-section 2, letter d), TUF) — ART. 1, CODE

In compliance with art. 21 of the statutes, the ifoaf Directors is the body to which the most amptavers of
ordinary and extraordinary administration are coefed and which is responsible for the managemetiteotompany.
In conformity with principles 1.P.1. and 1.P.2, amith art. 20B of the company by-laws, the Boardafkectors, meets
normally at least once every quarter in order teree information from the delegated bodies ansh,ao inform the
Board of Statutory Auditors on the activity condadttin relation to the operations of major econoard financial
importance made by the company and by the subiEdjaas well as the transactions involving potérdamflict of
interest, those with related parties, and thosehvhie atypical or unusual with respect to the @bmperations of the
company.

The fixed schedule for the meetings is planned sstoaassure that the Board of Directors is ableatwy out their
functions in an informed and responsible mannealsd has the purpose of guaranteeing the conductiache part of
the Board of Directors of all the necessary anémsd activities of a strategic nature and théfigation in relation to
the exercising of the powers delegated to themialseference to the main subsidiaries, and, agg¢héhose which are
subject to activities of management and coordinatihich usually include among the components off tlespective
controlling bodies one of the executive board memlifenot the president of EI.LEn. or, in some ca$ies president of
the scientific-technical commission.

The scheduled meetings, moreover, have the purpioaowing the non-executive board members to aeaqail the
elements necessary for the evaluation of the org#ional, administrative and accounting arrangembnth of EL.En.
and the main subsidiaries, with their actual openatset up by the executive board members (1l&tlc).

On the other hand, the provision that the incumbesad of the executive board members report toBiberd of
Directors and to the Board of Statutory Auditors]east on a quarterly basis, on the activitiesdemted during the
year (1.C.1. lett. d), on the general trend ofdperations and on their foreseeable evolution, elsag on all the main
operations of major economic and financial sigaifice performed by the Company or by its main sidorsed (1.C.1-
letter f), usually in advance but, in any caseplefthe next meeting of the Board, not only is negliby law in
compliance with 150 TUF in relation to the BoardAafditors, but is part of the policy of creatind tide conditions
necessary so that the Board can evaluate the bvesalts of the management and periodically comphe results
actually obtained with those programmed (1.C.1 Bttas well as evaluating the reaction of the manmsent towards
situations in potential conflict of interest. Inrpeular, in view of the future approval by the Bdand, as a preventive
measure, the executive board members, in compliantte art. 20 E mentioned above, must promptly repbe
operations in potential conflict of interest, thagi¢éh related parties, as well as those which &ypieal or unusual with
respect to the normal operations of the companyeb\eer, in compliance with Art. 6 of tHaternal Regulations for
operations with related partiesf the Company, the board member who, directlyinglirectly, has an interest is
required to absent himself/herself from a boardtmgeluring which discussions on this subject akeéng place.
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During the financial year 2014 the Board of Direstmet four (4) times on the following dates:

1. March 18

2. May 18"

3. August 28

4. November 14
During the financial year 2014 all of the board nbens were present at all of the meetings (1.Ctérlét
In 2014 the board meetings lasted, on the avefage,hours (1.C.1.letter i).

During the financial year 2015, the Board of Dimesthas met on the following dates:

1. March 18
and, on November 142014 established the following calendar of meetifig compliance with the company
regulations (1.C.1.letter i):

2. May 18" Quarterly report as of March $12015;

3. August 2% — Half-yearly report

4. November 18— Quarterly report as of Septembel"3015.
This schedule, of course, may have additional dadeied to it should there be a need for other mge®f the Board
of Directors.

In relation to the documentation and informatiorppied to the Board so that they can express indormand
knowledgeable opinions on the subjects to be désxljsart. 20 A of the company by-laws states tiaptresident must
take measures to make sure that all of the mendfdie Board are supplied, at a reasonable timé iweldvance of
the date of the meeting (except in urgent casés)fahe documentation and information necessatgted to the
subjects to be discussed and submitted for theirasal. In practice, in order to assure that treemeeting information
sheet is delivered rapidly and completely, we stieddocumentation needed for the discussion obtigects as part
of the order of the day of the meeting, either dispedbrevi manuor by e-mail to all of the board members and
members of the Board of Statutory Auditors (1.C.5).

The meetings are organized in such a way thagvery subject that is included in the order ofdhg, enough time, in
the opinion of the entire board, can be dedicatedrier to give a full explanation of the proposatsl to conduct an
adequate debate to which all of the board memtzarontribute.

Considering the fundamental importance that rebehas in the activity of EL.LEn., the president bé ttechnical-

scientific commission of EI.LEn., usually invited tye president, participates in the meetings ofBbard. In order to
illustrate changes in regulations, the legal caastilof the Company is also usually present abtierd meetings and,
when deemed necessary in order to describe artustrate subjects to be discussed that day ofralpuechnical

nature, an executive or professional of the typesiciered most suitable.

In order to formally acknowledge the recommendatiofithe Code, during the meeting held on Ma}) 2612, even

though this occurs normally, the Company votedettognize in a by-law (art. 20) the faculty that Bresident of the
Board of Directors has to request that manageteeotompany, the subsidiaries or the associategh@oi@s, who are
responsible for particular sectors that needs tddadt with, attend the board meetings in ordesujaply the opportune
information on the subjects on the agenda (adpplicative criteria 1.C.6).

*k%

In compliance with art. 20 E of the company statubesides the attributions which by law cannotidlegated and are
part of the specific duties and functions of theal the following activities are reserved as theliesive right of the
Board of Directors:

- establishing the general direction to be takemhigymanagement and overseeing the general trethe @hanagement
with particular reference to situations of conflidtinterest;

- the study and approval of the strategic, indakand financial plans of the company and of thecstire of the Group
of which it is the leader (1.C.1. lett.a) and b);

- the attribution and the revocation of powersh® hoard members or to the executive committee thé@hdefinition of
the content, the limits, and the means of exergitiem, as well as the adoption of measures spaltyfiintended to
avoid the concentration of excessive power andoresipility in the management of the company (2.P.4)

- the determination of the amounts of remuneratibthe delegated bodies, of the president and tadomembers
charged with special tasks and, in the case tletatisembly has not already taken measures in itléistidn, the
subdivision of the overall salary owed to the stngiembers of the Board of Directors and the exeeuwtbmmission;

- the creation of committees and commissions, hadestablishment of their fields of expertise,jlattions and means
of functioning, also with an aim to the creationtbé form of corporate governance in compliancehite self-
disciplining codes for the companies quoted orstbek market. (4.P.1);

- the approval, usually given in advance, of opernat of major strategic, economic, and financiapamance (1.C.1
lett. f), with particular reference to the operasowith related parties, to those in which a baasinber has personal
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interest for himself or for a third party or thaéatypical or unusual.

- the verification of the adequacy of the type amk of the organizational, administrative and gahaccounting
structures set up by the delegated bodies (1.@.X)e

- the appointment of the general managers anddtegrdination of their duties and powers;

- the appointment of agents for single acts orgmaies of acts.

- the appointment or the revocation, in accordamitie the opinion expressed by the Board of Stajutauditors of the
executive responsible for drawing up the compangrfcial documents (art. 154s T.U.F.)

In implementation of the functions attributed teni by the above mentioned regulation, the Boardluaete through
the activity initiated and coordinated by the cotgrand risks commission as well as the half-yeerports presented
by the provosts for internal controls/internal aodi and by the executive officer responsible figr preparation of the
financial statement of the company, during the ingstheld respectively on March"12014 (related to the activities
of the second half of 2013; verification of the dtioning and suitability of the internal controlsdarisk management
system with reference to the area of formatiorheffinancials; mapping and analysis of the inteougitrols activities
conducted over the years and of the verificatidiviies made as well as the results which willdfeise for scheduling
the future activities; activity related to Law 268); on August 28 2014 (related to the first half of 2014), updatafg
the matrix of the area of control; analysis of grecedures in the area of personnel with partictdéerence to the
management of their presence and the activitiegdwtied in the area of safety and health in the wuldce;
verification of the functioning and adequacy of th&ernal controls and risk management systemslation to the
formation of the financials; activities related ltaw 262/05); the adequacy of the organizationamiadtrative and
general accounting structures of EL.LEn. set uphleyetxecutive board members, with particular refegeo the system
of internal controls and the management of riskgpliative criteria 1.C.1., lett. c).

In relation to the organizational, administrativedageneral accounting structure of the subsidimmypmanies with
strategic importance set up by the managing directeith particular reference to the internal cohsystem and the
management of risks (Applicative criteria 1.C.&tf.Ic), EIL.En. as part of the activities L. 262/2005, again in 2014
El.En conducted re-examination of the perimetesamfping. At that time, the Chinese company PenselL®enzhou
Co. Ltd. was included among the significant companiThis latter company was included in the scopebse the
Chinese company in Wuhan had actually limited itsdpction of laser cutting systems and delegatedstiling
activity to the company in Wenzhou to which it atsansferred its sales staff following a procesd thas exactly the
same as that earlier used by the company in Wuhan.

The results of the activities conducted this yeat af the tests, as usual, were shown to the caenior controls and
risks and to the Board of statutory auditors acieg@ committee for internal controls in periodigetings.

The Board evaluates the general trend of the mamagieon the basis of the information received ftbe delegated
bodies and at every board meeting and thereforeryethree months, compares the results programnigdtiose
actually achieved. (Applicative criteria 1.C.11tle).

As already mentioned, art. 20 of the company statgfrants the faculty to the Board to examine gufave in
advance all the operations of EI.En. and of itssaliaries, whenever these operations have signifistrategic,
economic, or financial importance for the Compafplicative criteria 1.C.1., lett. f).

Art. 20 of the company, moreover, although it is Hubject of specific Consob regulations and EldEmutes, grants
the faculty to the Board to examine and approvadwance all the operations of EI.LEn. and of it &liages in which
one or more of the directors have an interest eitbethemselves or for a third party. Moreoverticde 6 of the
internal regulations for dealings with related gartrequires that the Board Member who holds aarast, directly or
indirectly, must inform the Board in advance andrtlabsent themselves from the meeting, exceptaosetltases in
which they have to remain in order to not comprentfee quorum, in which case instead of absentingséilif/herself,
he/she must abstain from the vote.

Art. 20 of the company statutes grants the factdtyhe Board to examine and approve in advancthalbperations
with related parties, in conformity with those itiied on the basis of IAS 24 an@egolamento Parti Correlate
CONSORB of EIL.En., and of its subsidiaries, when theserafions have significant strategic, economic oaricial
importance for EL.En.

Generally speaking, in relation to the identifioatiof the operations that have particular strategmonomic or
financial importance, no general criteria have bestablished because the evaluation for each thavicase is turned
over to the delegated bodies which conduct theydaiinagement and, in the opinion of the Board, hall/¢he
characteristics required for identifying these sase

This is different from what occurs with operatiamenducted with related parties in relation to whilk company has
adhered, in compliance with the internal regulaidar such operations, to the definition of openagi of major
significance as defined by the Consob inRegolamento Parti Correlate Consofttachment 3.
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The Board evaluates the size, composition and ifumayg of the Board itself and of its committees, terms of
determining the number of board members, when thegsal is brought to the assembly and subsequéntithe
division and delegating of functions and the etattf the committees (Applicative criteria 1.Clétter g) an, later on,
repeats the procedure annually. This examinatigréseded by an analysis of the composition of&tbel conducted
by the Nominations Committee in a special meetihgying this meeting the Commission evaluates thrapmiency of
the members of the Board and the conformity ofdbmposition in relation to the regulations and tenpany by-
laws.

This year the evaluation was conducted on March Before the self-evaluation the Board received ftheurable
opinion of the Nominations Committee.

Once a year, after the approval of the financetieshent, the Board also proceeds with the evaluatithe presence of
the requirements of independence for the indeparBleard Members considered sufficient also in giainte terms
in relation to the Code and to the law.

As far as the current activities of the board memslaad their evaluation by the Board is concermeitetia 1.C.4), in
case of general preventive authorization by therabty of the derogation of the prohibition of corremcy, on May
15" 2007 the shareholders’ meeting, authorized thiisimn in the statutes at art. 19 last sub-sectibrg regulation
according to which no act of authorization is neeeg as long as the concurrent activity is condlib&cause of having
the role of member in one of the administrative ibsdn one of the subsidiaries. This authorizai®fimited to the
area of consolidation.

The Board therefore evaluatadpriori that the assumption of office as part of the afeeonsolidation must take place
in the interest of the parent company for the psepaf coordinating the subsidiaries.

4.4. MANAGING BODIES
Managing directors

The Board of Directors now serving, elected by shareholders’ meeting held on May™8012, appointed from
among its members, three executive members, ondioh is also the president. These members hapeyaely from
each other and with individual signature, all thdimary and extraordinary powers of administrationthe conduction
of all activities that are part of the company ms®, excluding only those powers the attributiombich is prohibited
in conformity with law and the company statutes

(2.P.4) The circumstance in which quite ample pavese conferred is related mainly, according tinagterate usage,
to the exercising, in practice, of the powers daled according to a model that requires, on the leared, daily

involvement on the part of the three executive daaembers in pursuing the company objective, wittheone acting
individually and autonomously carrying out only skeatasks related to everyday management, eacindhe sector to
which he has been designated and, on the other, banffonting and cooperating with each other iergvoperation

which has even the most minor significance or irtgouse.

In effect, therefore, there is never a concentnatibcompany powers in a single individual as désct in principle

2.P.4, although each one could potentially achiéng& In practice, although they have held a mandet executive
director for many years, none of the three exeeutivard members, including the president, hasle@rme, nor acted
as, the sole and principal person responsiblenfonmianagement of the company.

For this reason the Board reserves the right thvéurevaluate the expediency of appointirngaa independent director
as described in Applicative criteria 2.C.3. or e to adopt other criteria.

In fact, to acquire greater manoeuvring space iteiorto be able to align the company in practicehviite

recommendations contained in Applicative Criteri@.3., during the definition of the areas of corepee pertaining to
the Board as per Art. 20 E, the company added @kpkference to the company statutes, the poggidiity to

proceed, upon the attribution of powers to the daaembers, to the adoption of measures aimed adiagan effect

the concentration of excessive power and respditgilim the management of the company. Although siegle

individual can be considered as chiefly responsiole the direction of the Company, situations ofeitocking

directorate do not exist for any of the three baasinbers (2.C.5).

President of the Board of Directors (2.P.5)

In conformity with art. 2. of the Code, art. 20 A the ELEn. company statutes assigns to the R¥esithe
possibility/duty of organizing the work of the Bdaby proceeding with the convocation and the omgdion of the
Order of the Day as well as the coordinating of Bmard'’s activities, the conduction of the varigusetings, and the
rapid communication of information to the board rnbems so that they can act and decide knowledgeaidy
autonomously.
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Art. 23 of the company statute assigns the reptaten of EI.En to the president of the Board ofdBtors without any
limitations and, within the limitations of the porsedelegated to them, to the members of the BohRirectors who
have executive powers.

In effect, to the president of the Company — GabrClementi — on account of the small/medium sizthe Company
and the close collaboration, even in operationahse with the other two executive board membersgcative powers
have been conferred which have a content and Wbreawdtiogous to those of the other managing direciorfact, like
the other two executives, he conducts a concretalaity activity in the service of the company.

During the board meetings he also makes it a habitform and involve the non-executive memberghim company
activities, the strategies of the Group and thespeots for their long-term realization.

As already described and explained above in relatothe conferring of powers, the Board of Direstat this time
does not feel that it is opportune to appoint oheéhe two independent members laad independent directaio
collaborate with the president in order to furtherenforce the connection between the executivermmdexecutive
directors.

The President is not the principal, in the senstsale person”, responsible for the managementl &rk, as explained
in the motivations given in the preceding paragrapth he is not the controlling partner of EI.En.

Information given to the Board of Directors

The delegated bodies refer to the Board concenfiagactivities conducted while exercising the passasnferred to
them:
- normally, on a quarterly basis;
- when a significant transaction takes place wilated parties or in conflict of interests, by icajla special
board meeting.

During this year the delegated bodies reportetiedoard quarterly during the regular scheduledtimge

4.5. OTHER EXECUTIVE DIRECTORS

One of the non-executive board members, Stefano,N®edlso the director of the research and develq sector of
ElL.LEn. and therefore is not qualified as an ex@eutioard member as per art. 2381, sub-sectiorc2,imwever he is
considered “executive for the purposes of the Agpive criteria 2.C.1. and 6.C.1.

4.6. INDEPENDENT DIRECTORS

In its Board of Directors, currently composed offese members, ELEn. includes two non-executive aghtnators
qualified as independent in conformity with art814ub-section 3, TUF, recalled in art. 147-temow 4, TUF, and in
conformity with art. 3 of the Code (3.C.3).

During the election of the current Board, in redatio the two candidates presented as indepenenshareholders’
meeting evaluated the existence of the requisgesntiependence in conformity with art. 148 subtisec3 TUF and
the criteria 3.C.1 and 3.C.2. of the Code. In fastwas immediately communicated in the pressgelsant out during
the election, the assembly decided that the cirtames in which the two above mentioned candidasesteld the
position of independent directors of the compamytifeelve years did not in itself constitute a riglatof a nature that
would exclude their fitness to be qualified as peledent directors, notwithstanding the absencengfagher kind of
relationship among those listed in art. 148 sulizec3 TUF and in criteria 3.C.1 of the Code andgidering the
recognized ethical character and professional dgpat the persons involved as well as the contiimmaof their

independence of judgment and evaluation.

In compliance with art.144-novies Consob Regulaifr companies, the Company, at the time of thmoegpment,

rendered public the outcome of the evaluationsheféxistence of the prerequisites in relation tcheadependent
board member.

On May 1%' 2012, at the first meeting after the electionjlevforming the internal commissions, the Boardided
that the requisites for independence existed iaticel to the two non- executive board members eteets such
(3.C.4)).

The independence of the directors is subsequentjuated annually during the meeting for the applaf the
financial statement on the basis of informationagi@d from the directors themselves (3.C.4): adogrtb policy, in
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fact, the company sends a questionnaire to thedivaztors qualified as independent which contaires declaration
concerning the controlling, economic or persondtiens with the company, the subsidiaries or etiees of the
company.

In this regard it should be noted that during thpraval of the financials for 2014 and of this Repthe Board, during
the meeting of March 132015, after gaining the approval of the Board tft@®ory Auditors, on the basis of the
information supplied by the independent directas ribt find any variation in the conditions and treguisites for
independence in conformity with the law, with tl@mpany by laws and with the Code.

The Board of Statutory Auditors checked the corgegalication of the verification criteria and prdoees used by the
Board to evaluate the independence of its membetésaued a positive result. (3.C.5.).

As far as Applicative criteria 3.C.6. is concerngéet independent board members who, as mentior@eaparticipate
in all three of the commissions created within Beard, during 2014 did not believe it necessargdovene formal
meetings in the absence of the other directorsusecduring the meetings of the commissions, andeahd that for
internal controls, they have the opportunity tosuidhand discuss many topics with each other arhte direct access
to the management of the company.

At the moment of the presentation of their candydimcthe lists for appointment to the Board, the timdependent
administrators indicated their suitability to qflas independent both in compliance with art. Jet8nma 3 TUF, and
with art. 3 of the Code.

In the declaration which they renew every year,tf@ evaluation of the continued existence of trergguisites for
independence the two board members who have tlakfigation are obliged to immediately inform theo&d of
Directors of any changes that might have takeneplith respect to what they had declared previoillgen the new
Board is about to be appointed each member mustasigritten agreement accepting the assignmenpesrdising to
maintain his/her qualification of independenceelse resign. (art. 5 Code).

4.7. LEAD INDEPENDENT DIRECTOR

El.LEn. Spa believes that, at this time, a conegiom of company positions in a sole person hasagotirred, in
conformity with principle 2.P.4, and that none bé tthree executive board members, including theigeat, has ever
effectively become the sole and principal pers@poasible for the management of the company. Nérleeon, even
though they are all significant shareholders in plimmce with art. 120 TUF, is a controlling sharigleo of EI.En.

For this reason the Board of Directors has decidedhis time to not proceed with the appointmentadgad
independent directoas per Applicative criteria 2.C.3. and to adopeotdelegating criteria.

In fact, to acquire greater manoeuvring space iteiorto be able to align the company in practicehviite
recommendations contained in Applicative Criteri@.3., if necessary, during the definition of tmeas of competence
pertaining to the Board as per Art. 20 E, the compadded explicit reference to the company statuties
possibility/duty to proceed, upon the attributidrpowers to the board members, to the adoptionedsures aimed at
avoiding in effect the concentration of excessiga/@r and responsibility in the conduction of thenpany.
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5.0 TREATMENT OF COMPANY INFORMATION

The confidential information is managed by the ex®e board members so as to guarantee its preaservand
diffusion in conformity with the laws now in effecThe information which is not publicly known anchigh, if
rendered public, is of a nature that could sigaifity influence the price of the financial instrume is divulged
following the specific instructions from the exeweatboard members, in compliance with art. 114 TWForder to
guarantee the parity, punctuality and completené#ise information.

In particular, any news related to El.En. is cdigfevaluated by the executive directors, alongwtite employees and
collaborators who elaborate the data and are asfardormation related to the company, first on bHasis of its nature
— whether it is confidential or not - and, secoraiyto what is the best and most correct meangfo$idn.

On March 38 2007 the Board of Directors, on the basis of @psal made by the executive board members, approved
a special procedure called “Regulations for thattrent of ELLEn. company information” R&golamento per il
trattamento delle informazioni societarie di El.Esp.a”) with which, besides putting into practice thboae
mentioned policy for the diffusion of informatiothey intend to codify, in a form which is simpletbsafe and
confidential, the internal management of the infation and knowledge of special importance for tloengany
activities and the conduction of its functions amdhere necessary, in order to prevent illegal bihavand for the
fulfiling of the obligations imposed by law for gted companies, for the purposes of a correct gatidn of
confidential information which could be of interéstthe stock market, i.e., price sensitive.

The above mentioned regulations were adopted, forerewith the double intent of preventing, on dmend, an
uncontrolled diffusion of information which couldbmpromise the legitimate interests of the compang af its
stockholders and, on the other, to insure a cqrrapid and impartial communication to the markithe important
sensitive information which, as per art. 181 TURiIdosignificantly influence the prices of the firgal instruments
issued by the Company which involve El.En. itselite subsidiaries.

Moreover, following the acceptance by the Italiagi$lators of the European regulations regardiagket abusethis
document also includes the rules for the instituti;mmd management of the persons who have accesmnsitive
information in compliance with art. 115 TUF and tleéative Consob regulations implementing them.

As already mentioned, moreover, in conformity watticles 2.6.3 and 2.6.4 of the markets organizetimanaged by
Borsa ltaliana s.p.a. then in effect, from 2003Iuvarch 37" of 2006, the Company had adopted an internal thic
code for the Group concernimgernal dealing.

After the modifications made on the TUF by the law saving ((egge sul Risparm)oand the regulations issued by
Consob to implement them, the obligation to comrmata all operations made by significant subjectprascribed in
the ethics code became law, and the thresholdeodplerations to be communicated was reduced t®@ ROEuros; for
this reason it was necessary to adopt a new texihéointernal regulations which reflected the entregulations.

In following the recommendations of Borsa ItaliaEhEn. accepted the new ethics code which is dale “Ethics
code for operations performed on financial instrataeof EI.LEn. by significant persons”Gbdice di comportamento
per operazioni compiute su strumenti finanziari EliEn. s.p.a. da persone rilevaitiadopted by the Board of
Directors after the vote on March 812006 and subsequently modified by the vote onexuer 18 2006, the
imposition on the significant persons and thoseeallp connected to them, as defined in art. §&desRegolamento
Consob 11971/1999, to respect a blackout periatbadays prior to the approval by the board of tharfcial for the
year and the intermediate reports.

In the case of extraordinary operations, moreottes, Board of Directors may impose extra temporalit ad
personamfor the negotiation of company shares, or, in pkoeal and motivated cases they may grant exceptio
the blackout period.

The exercising of stock options or of rights fotiops related to financial instruments and, sofetythe shares derived
from the stock option plans the consequent sellipgrations (as long as they are made when exegcikim stock
option right) are not subject to the limits andhpbitions described in the above mentioned ethickec
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6.0 INTERNAL COMMITTEES OF THE BOARD OF DIRECTORS ( ex art. 123-bis, sub-section 2, letter d),
TUF) — ART. 4 CODE

Since 2000, and after that, at each re-electianBibard has created from among its members thmaencssions which

are supposed to take initiatives and to be cortulte

In conformity with Criteria 4.C.1 the commissions:

a) are all composed of three non-executive membeespf which are independent;

b) are governed by regulations defining their cosiian, duties and functions approved by the BaarBirectors and

periodically updated by the Board. As mentionediearthey were all revised during the adaptatitmeew regulations
or to new internal reorganizations of the companyDecember 2003, in 2007 and when the new comesitteere

appointed in May of 2012.

The regulations for the internal controls committesre further modified with additions in 2010 arttiey changes in
2011.

Addiions were made to the regulations for the reenation committee also in 2011.

c) the composition reflects the recommendationgesged in the Code and the last time the members rgplaced

was on May 18 2012 after the election of the present board;

d) the regulations of each committee state thatiteBxmust be made to record the content of eactingge

e) the regulations of each committee state thatdier to carry out their duties and their functiothee committee has
access to the information and company functionessary for this task, as well as the faculty ofstiing outside

experts and of disposing of any financial resoupesed at their disposal by the Company to thergxtequired for

carrying out the activities with which they haveehesntrusted,;

f) the regulation of each commission states thasqres from outside the company may be sent togiyaaite in the

meetings when their presence constitutes a usefiliary for the conducting of the activities andnttions of the

commissions.

* % %
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7.0 NOMINATION COMMITTEE - ART. 5 CODE

In conformity with art. 5.P.1. of the Code, the Bibaf Directors appointed a nominating committee the
appointment of the Directors, composed of prevafenftits own non-executive directors.

Composition and function of the nominations committe (ex art. 123-bis, sub-section 2, letter d), TUF)

The composition has always been in conformity wlith Code in its various versions.

The present committee was appointed by vote on M#Yy2012, after the renewal of the Board of Directatsich
confirmed its composition which is now composedhaf members Pecci (non executive) designated aglpre, Blasi
(non executive, independent) and Legnaioli (norcetiee, independent).

The tasks to be carried out and the functioninthefabove mentioned Committee were formally esthbll at the time
of its constitution on Septembef 2000 in the regulations approvad hocby the Board of Directors which met on the
same day, which accepted the contents of the Quete ih effect (1999). Later, the tasks assignethéocommittee
were revised in compliance with the various modifigns to the Code which had taken place, thedfsthich was in
2012.

During 2014 the committee met once. All of the mershwere present and the meeting lasted 30 mintkeswork
conducted during the meeting was coordinated bythsident. All the members of the Board of Auditparticipated.

The nominations committee this year has been madefuhree members mostly independent directomnéstrd
5.P.1).

The secretary and, upon invitation by the committ@eemember of the Board of Statutory Auditors #mel internal
auditor participate in the meetings. (Applicativaeria 4.C.1., lett. f).

Functions of the nomination committee

In compliance with art. 9 of the regulations of twmmittee, they are entrusted with the tasks destin art. 5 of the
Code. The committee must guarantee the transpamthe selection and the election of the Boardval as the
balance in its composition and therefore has theviing functions:

a) they must guarantee the transparency of theedtwes for the selection of the directors and theeovance of the
nominating procedures in compliance with art. 1¢hefby-laws.

b) to the Board of Directors they propose candilfde the position of administrator in cases whiis necessary to
replace an independent administrator (Applicatiteida 5.C.1 letter b).

c) they can give opinions to the Board of Directomncerning the size and composition of the Board give
recommendations concerning the type of professitigates that it would be opportune to have on Board for a
correct and effective functioning, as well as ba subjects mentioned in art. 1.C.3. (maximum nunobgositions
that can be held by an administrator or an audé@ad 1.C.4. (problematic cases in terms of conipajit/Applicative
criteria 5.C.1 letter a.);

d) they can conduct the investigation and formutstgosals related to the evaluation of the ussiofession plans for
the executive administrators and, when necessangribute to the creation of the plan.

When carrying out their functions and duties, tleenmission has the concrete possibility of gainiegess to the
company information and operations necessary tdwdrtheir activity, as well as making use of adgsadvisors and
any financial resources put at their disposal ley@ompany to the extent that is necessary to cautryhe tasks which
have been assigned to them.

Since no new events in relation to the Board coitiposhad occurred, during 2014, the Committee emteld support
activities and gave advice to the Board relatesetbevaluation.

Except for extemporaneous meetings requested dth@gegular board meetings and which are recoiéte board
minutes, in conformity with regulations, the megtnof the nominations Committee are recorded stggran the
minutes book. (Applicative criteria 4.C.1., let}. d

In carrying out its functions, the Committee had lacess to all of the information and the compiamgtions that it
has deemed necessary for fulfilling its tasks.
At this time the Committee has not found it necessa make use of outside consultants or to usespleeial financial
resources provided for carrying out its duties.
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8.0 REMUNERATION COMMITTEE — ART. 6 CODE

In order to guarantee the most complete informadind total transparency in the remuneration paithéadirectors, in
2000 the Board of Directors created the remunaratmmmittee from among its own members (Principie &).

Composition and function of the remuneration commitee (ex art. 123-bis, sub-section 2, letter d), TYF

During the Board meeting held on May™®2012, the current Board confirmed the membershef preceding
committee. Therefore, at this time the committeeosiposed of three members all of which are nometkes, two of
which are independent.

The committee for remuneration functions, and Heesduties described, in the regulations appraagdocby the
Board of Directors during the meeting held on Seybter 5" 2000 which had accepted the contents of the Cddehw
was then in effect (1999); on Novembef"2003, the regulation was modified to conform ithe contents of the Code
in the version updated in July of 2002; on Marcl 3007 a further revision of the regulations was enadconformity
with Code 2006, applicative criteria 7.C.3; mostenatly, on May 18 2011, the Board made a further revision of the
rules in order to comply with art. 7 of the Codenaodified in March 2010.

Moreover, on May 1% 2012 the Board added the finishing touches ta¢lelations changed due to modifications in
the Code.

It should be noted that the remuneration committemly for consultation and has the faculty of ingkproposals and
that, in conformity with art. 2389, sub-sectionc3;. and art. 20 E of the company statutes, ordyBbard has the
power to determine the remuneration of the deleh&tedies, the president and the board members spiétial
positions once the opinion of the Board of Auditbas been expressed.

The president of the Committee, Paolo Blasi, on lthsis of art. 3 of the relative regulations, has task of
coordinating and planning the activities of the oaittee and conducting the meetings. During thig yea committee
met autonomously once.

The duration of the committee meeting held this yess 50 minutes.

All of the committee members were present and titieeeBoard of Auditors was present.

Number of meetings already held by the committe20ib5: 1 (one) held on March".3

Another meeting was scheduled after the electichehew Board.

During this year the committee was composed of exgrutive members, most of whom were independerindiple
6.P.3.).

During this year the remuneration committee waspmsad of at least three members (Applicative caitérC.1., lett.
a).

All of the members of the committee, as previousigntioned, are outstanding personalities who hbexeloped a
long experience in important companies (KME, Fleerirport, etc.) and the president has been oBthad of the
Bank of Italy.

The Board therefore did deem it necessary to prbeeth a further evaluation of the expertise of afieche members
on the subject of accounting and finances, andVeelation to remunerative policy, since for akk tbtomponents these
characteristics emerged from the curriculum theaspnted when their names were added to the lishrdidates for
the appointment of the current Board.

The regulations of the Committee state in art.at tto board member may be present at the meetfrige committee
during which his/her own salary is discussed.

The salaries of non-executive and independent tireovere voted by the assembly and since the ctigemis
composed only of non-executive directors, the etreeudirectors to which the remuneration proposefer do not
participate in the meetings of the commission incitthe proposals of the committee are made comgptheir own
salaries. (Applicative criteria 6.C.6.).

The secretary and the provost for internal contpadicipated in the meetings of the remuneratiommittee upon
invitation from the committee and in relation te thpecific subjects being dealt with. (Applicatoréeria 4.C.1., lett.
f) as well as the entire Board of Auditors (commerarticle 6 of the Code).

Functions of the remuneration committee

The remuneration committee has the functions therevassigned to it by the regulations approvedhieyBoard of
Directors and revised the most recently, substiyntim May 13" 2011, and with reference the main formal aspests o
May 15" 2012. They consist chiefly in the tasks descrilpeart. 6 of the Code. Its role, consequentlypigdvise and
to propose:
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- the committee presents proposals for the dedimitf a remuneration policy of the administratonsl aangers with
strategic responsibilities (standard 6.P.4) toBbard of Directors;

- the commission periodically evaluates the adegutite overall consistency and the concrete appdicaof the
general policy adopted for the remuneration ofdkecutive directors, the other directors who haweckl functions,
and the executives with strategic responsibilitiegervises their application on the basis of imfation supplied by the
executive directors and transmits general recomaténts to the Board of Directors (Applicative crig¢e6.C.5);

- it presents to the Board of Directors proposatstifie remuneration of the executive directors #wedother directors
who have special functions as well as setting tdopmance objectives related to the variable carepo of this
remuneration; it also monitors the applicationted tlecisions adopted by the board and, in particuaifies that the
performance objectives have actually been achiépglicative criteria 6.C.5);

- on its own initiative or upon request by the Bbait conducts the investigative and preparatotyviies that are
adequate and necessary for the elaboration okthemeration policy.

- it reports to the shareholders on the mannetichvthey have carried out their functions.

In making their recommendations, the remuneratiom@ittee may stipulate that:

- the remuneration of the executive administratmsdefined so as to be in line with interests ihiedng a priority
objective for the creation of value for the shatdbos over a mid- to long-term period;

- a significant part if the overall salaries of theard members, who have managerial responsibjliie dependent to
the reaching of certain objectives which may evenbe of a economic nature, identified and spetiffeadvance by
the Board of Directors.

During this year the remuneration committee waslved chiefly in evaluating what had occurred witle incentive
salary plan for 2013 and in the definition of a gwsal for the remuneration policy of incentive sek and the
incentive salary plan for 2014. They also formuaseproposal for a remuneration policy that wasdhigiect of the
report submitted for approval to the shareholders.

The entire Board of Auditors participated in theetiveg of the Committee (Commento to art.6 of thel€o

The meetings of the remunerations committee amrded in the minutes book. (Applicative criteri€4l., lett. d).
When carrying out their functions and duties, thmuneration commission has access to the compé&mynation and
operations necessary to conduct their activitywad as making use of outside advisors accordinght® terms

established by the Board. (Applicative criteria 4.Clett. e).

At this time the committee has not found it necassa make use of outside consultants or to usespleeial financial
resources provided for carrying out its duties.

59



9.0 REMUNERATION OF THE DIRECTORS

The contents of the report on remuneration pubfishecompliance with art. 12&r-TUF and art. 84-quarter of the
Consob regulations should be added on to the irgtom which follows. This information is availabte the EI.En.
site: www.elengroup.conin the sectiontnvestor relations/governance/shareholders’'meetinguments/2015.

* % %

The Board has defined the guide lines for the iticerpolicy for the executive directors and thesdiors with strategic
responsibilities (standard 6.P.4.) which they hswlemitted in the first part of the Report on Renmatien 2014 for the
approval of the shareholders’ meeting during theeting for the approval of the financials for 20¥g&:cording to
applicative criteria 6.C.1 the main characteristics the following:

a) The set component and the variable componenbuitid to the executive board members and toethos
holding special positions, in consideration of steicture of EL.LEn. and of the sector in whiclogerates is
adequately balanced in relation to the strategjeatives and the risk management policy of EL.En.

b) Maximum limits have been set for the variablenponents.

c) The set component is held to be enough to reratméhe performance of the executive administsadorthose
who hold special positions even when the varialoimponent has not been issued due to the facthbat
performance objectives set by the Board have nen beached.

d) These performance objectives are set in tisé duarter of the year and are measurable and ettty the
Board to be related to the creation of value ferghareholders within a mid-term period.

e) All of the variable component that is due isdpait during the following year.

f) Despite the fact that the term of the Board ehd#h the approval of the financials for 2014tta close of the
year, there were still no contractual agreemerds alowed the Company to request the restitutiballoor
part of the variable remuneration component thdtteen deposited on the basis of data that lateeduout
to be completely wrong. The Company will formaltbés agreement during 2015 after the election efrtaw
Board.

g) No indemnity is paid for the premature cessabbemployment or for its failure to be renewed buty a
severance pay amounting to 6.500,00 Euros eaclpaddat the end of the mandate to the presidentatid
of the two managing directors.

Remuneration plans based on stocks
There are none.

Remuneration of the executive directors

A significant portion of the salaries of the exéeeitdirectors depends on the earnings of the Cognpad/or reaching
certain goals specified in advance by the Boarg@sed by the remuneration committee consistently thie incentive
policy, for which the maximum amount which can tzdpout, were approved by the share holders’ mgeaim May
15" 2012 (standard 6.P.2), and the guide lines that approved by the shareholders’ meeting on Mdy 2614.

The incentive remuneration plan proposed by ther@®oa March 13 was later definitively confirmed by the Board on
May 15", after the approval of the shareholders’ of thet foart of the Report on Remuneration.

Remuneration of manager with strategic responsibities

In relation to the directors with strategic respbitiies, at this time the Board of Directors of En. has identified only
one director with strategic responsibilities whoalso a board member and therefore also qualifieéxacutive in
compliance with art. 2 (applicative criteria 2.C.This person, like the other executive directsrghe recipient of an
incentive remuneration adopted in accordance wighgeneral policy described above (standard 6.BoRgequently a
significant part of his remuneration as a board temnis connected to achieving the goals in conftyrmith the terms
that have been described with reference to exaxdirectors.

The Board of Directors decided to assign an ingentemuneration to the president of the technicedrdific
commission who, although he is not a director ldEE is considered a figure of strategic importantconsideration
of the fact that the main characteristic of theiess of the company is that it is based on rekearc

Incentive mechanisms for the provost for internal ontrol and the director of the financial reports

The incentive mechanisms directed at the provastsnternal controls and the executive officer msgble for the
preparation of the financial statements of the camypare established by the managing director efra controls and
are deemed to be consistent with the roles thaassigned to thenapplicative criteria 6.C.3.

Remuneration of the non-executive directors

The remuneration of the non-executive directorsssblished by the shareholders meeting at a setasu is in no
way connected to the economic results of EL.LEnp{isptive criteria 6.C.4.).
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The remuneration of the non-executive directorsefgresented by the base salary established byhtet®lders’
meeting for all of the board members when theyapointed and currently amounts to 12.000,00 Earrgesar.

The non-executive directors are not included initisentive plans involving stock options (Applicagicriteria 6.C.4.).

*k%

Indemnities for the directors in case of resigningdismissal, or discharging on account of an offerfopublic
acquisition (ex art. 123-bis, sub-section 1, lettd), TUF)

Except for the severance pay indemnity establisghethe assembly in compliance with art. 17 of thélR, at the
moment of appointment of the president or the etkeeboard members for a maximum amount of 19.50® Buros a
year, no agreements have been stipulated betwe&m.Eind the directors concerning an indemnity asec of
resignation or dismissal/discharge without justseaar if the relationship with the Company ceasesacount of an
offer of public acquisition.

At this time there are no further rights assignedeiation to the severance pay indemnity descrédimm/e, there are no
agreements that stipulate the assignment or maintenof non-monetary benefits in favor of subjest® have
terminated their employment, nor consulting corrdbat have been stipulated for a period followiing termination
of employment; no agreements exist in relationagnpents for non-disclosure agreements.
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10.0 COMMITTEE FOR CONTROLS AND RISKS

In 2000 the Board of Directors created an intenmaitrols committee which, in 2012, was renamed r@uttee for
controls and risks” (Principle 7.P.3 letter a, and 7.P.4)

On May 1%' 2012 the Board confirmed as members of the conimnighree non-executive members, two of which
were independent.

Composition and function of the committee for contols and risks (ex art. 123bis, sub-section 2, lettd), TUF)
The commission is currently composed of three naeetive board members (Pecci, Blasi, Legnaioly bf which
are independent (Blasi and Legnaioli).

The president, Michele Legnaioli, in conformity iart. 3 of the committee regulations, has the tdstoordinating
and scheduling their activities as well as conchgcthe meetings.

The commission always meets before the approvéhefinnual financial statement and the half-yessport by the
Board of Directors and whenever requested by oteeofommission, Board or the provost for integwttrols.

During this year the commission met twice, on Mat&H and on August 78
The meetings lasted for an average of 90 minutdsalf the members were present.
For the current year a meeting has been held octMES" and another is scheduled for August27

During the year the committee for controls and giskas composed of non-executive directors, mosthafm were
independent (Principle 7.P.4.).

During the year the committee for controls and giskas composed of at least three members (Appleatiiteria
4.C.1., lett. a).

All of the members of the committee for controldarsks have experience in the fields of accounting finance
which the Board felt was adequate at the time efappointment (Principle 7.P.4), for the reasonstioeed above in
the paragraph related to the remuneration committee

The Board of Auditors, the executive officer resgibte for the preparation of the financial statetagthe executive
director of internal controls, the secretary angl ititernal auditors, participate in the meetingshef internal controls
commission and, when necessary, in order to resgpeeific orders of the day, a person or profesdidhat the
president deems useful in the discussion. (Applieatriteria 4.C.1., lett. f).

Functions attributed to the committee for controlsand risks
According to the regulations, the commission ipoesible for the tasks described in art. 7 of tbed as well as those
derived from the CONSORegolamento Part Correlategarding the regulations for dealings with relgtarties.

During this year, in the light of D. Lgs. 39/201®ieh redefined some aspects of internal contrdl&rE, on the basis

of the contents of Stock Market Notice n. 1891@etember 2% 2010 —regarding the requirements which must be
possessed by companies belonging to the STAR seghshalready proceeded with the vote taken on M&Y2011,

to attribute to the committee a role that was nyeseipportive with reference to the activities assiy by D. Lgs.
39/2010 to the board of auditors concerning thallagditing of accounts.

On December 312014 the committee was assigned those tasks bedcin theRegolamento Consob7221/2010
related to operations with related parties andehosntioned in art. 7 of the Code.

Therefore, the committee, as part of the operationsiucted with related parties:

(a) examines, analyzes and expresses an opini@uvance on the procedures and on the relative ratiins
adopted by the Board of Directors in relation tei@ions conducted with related parties;

(b) carries out the tasks which have been assidoeid in those procedures in relation to the insian and
examination of the operations with related pargiegerned by these same procedures

Moreover, in relation to art. 7 of the Code, inesfiig advice and proposals, it must analyze théolpras and
implement the practices for the control of the campactivities and in particular, as far as is catifgle with the
functions attributed by the law to the Board oft@ary Auditors of companies listed on the stockkag it must:

a) assist the Board of Directors in defining theediives for internal control, in the periodic avation of the adequacy
of the system, of the efficiency and effectivenethe system, with respect to the characteristfdhe company and
the risk profile that has been assumed and itetafness as well as the verification activity aihae the identification
and management of the main risks involving the camypand its subsidiaries, and the determining ofigatibility
criteria for the risks which have been identifiegdlving the company or its subsidiaries, througtband and correct
management of the company.

(b) evaluate, together with the executive officesponsible for the preparation of the financiattesnents and the
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independent auditors and the Board of Statutorytensd the adequacy of the accounting principlemdeised and
their consistency in relation to the drawing ughef consolidated statement of the Group;

(c) express their opinions on specific aspectsedl#o the identification of the main risks to whithe company is
exposed

(d) examine the periodic reports which have asrtbebject, the evaluation of the system for integ@ntrols and

management of risks and, in particular, those comeg internal audit.

(e) monitor the autonomy, the adequacy, the effentiss and the efficiency of the internal audisipgtem.

(f) using their own discretion and specifically amemicating with the president of the Board of Aodi to ask for the
function of an internal audit to conduct verificats on specific operating areas.

(g) assist the Board of Auditors when specificattguested, in the evaluation of proposals advabgetthe auditing
company in order to obtain the position of auditand evaluate the work plan drawn up for the amgliand the
results shown in the report and in the letter gfgastions.

(h) assist the Board of Auditors when specificabguested, in their supervision of the effectiveneSthe auditing
process.

(i) report to the Board, at least twice a yeartlmoccasion of the approval of the financial drel half-yearly report,
on the activity conducted and on the adequacyestistem of internal controls and management ké;ris

() form an opinion concerning the appointment,aeation and remuneration of the manager of thenateauditing

system and they qualities that this person hasatteamecessary for carrying out his functions asponsibilities;

m) carry out the other tasks which from time togimay be assigned to it by the Board of Directors.

During this year the commission evaluated, in pafdir, the activities conducted by the managerrlation to Law
262/2005, by the internal auditors respectivelyeiation to the results of the verification of thmits of the areas of
risk and the follow up of the control activitiesnohucted up until December 32013 and the state of the controlling
activities of the functioning and the adequacyhef system of internal controls and risk manageméhtreference to
the area of formation of the financials and, moegpwo some of the sectors referred to the arepeo$onnel
(management of staff presence) and of the heatttsafety on the workplace.

All the members of the Board of Auditors particgat the work of the committee for controls andsis(Applicative
criteria 7.C.3.).

The meetings of the commission for internal costarke duly recorded in the book of minutes (Appheacriteria
4.C.1., lett. d).

When carrying out its functions, the commission dontrols and risks may have access to the compdosmation
and operations which are necessary for it to conitliactivities, and it may also, when opporturensult with outside
experts, in accordance with the terms establislyeatidBoard. (Applicative criteria 4.C.1., lett. e)

At this time the committee has not found it necassa make use of outside consultants or to usespleeial financial
resources provided for carrying out its duties.
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11.0 INTERNAL CONTROLS AND RISK MANAGEMENT SYSTEM

As part of its activities for the management of @@mpany, and while defining their strategic indiastand financial
plans, the Board of Directors evaluates the nancethe degree of risk compatibly with the goadd trave been set.

While mandating the various bodies involved in fystem of internal controls (managing directoreinal auditor,
committee, supervising body, provost, etc.) therBdwas defined the various directives of the irdéoontrols and risk
management system in such a way that the pringipké pertaining to ELLEn. and its subsidiaries aogrectly
identified, adequately measured, managed and mmeditoand, at the same time, determining the degfee
compatibility of these risks with a managementhef tompany that is consistent with the strategjeatives that have
been set (Applicative criteria 7.C.1, lett. a)

The essential elements of the system of internatrots and risk management (Applicative criteri€.Z, lett. d) of
ELLEn. are represented, on one hand by the ruldspancedures, and on the other, by the bodies dopacate
governance and control.

The rules consist mainly of a series of fundamepitaiciples which EI.LEn has always adopted forojperations and
which, in 2008 where codified in the Ethics Codegandly, they consist of a series of second lekatgdures (those in
ex Legislative Decree 231/01, L.262/05, L.81/09, tintd regulations on the treatment of confidenti#bimation,
operations with related parties, internal dealigig,) which make it possible to apply them to thecific situation of
the company and to implement the above mentionedrgeprinciples.

On the other hand, the commission for controls @sks, the internal auditors, the provosts for ring controls, the
executive responsible for the company financial uhoents, the supervising bodies 231, the Board afuiry
Auditors, the Independent auditors are all changitld the supervision of the compliance, with theesuand procedures
on the basis of the competence and functions de&fimel attributed by the Board, of the rules anéedsht bodies at
their respective levels.

The details of the current system for the managémikrisks and for internal controls now in existenin relation to
the policy on financial information, even consotih (ex art. 123-bis, sub-section 2, letter b), J,U#fe described in
Appendix 1. The following is a summary of the pglfollowed by El.En. after law 262/2005 came inffeet.

On May 5" 2007, in implementation of art. 154-bis TUF, fbe tpurpose of formalizing a set of rules and testd to
those already in existence which were related éofihancial information process (including the caigated) the
Board appointed Enrico Romagnoli, an employee wae Wworked for the company since its admission éostiock
market organized and managed by the Borsa Italip@a as the executive officer responsible for treparation of the
financial statements.

Initially, ELEn. instituted a task force with tlodbjective of analysing the system of internal colstwith reference to
the tasks assigned by law to the executive resplen&ir the accounting and company documents coikting with
Price Waterhouse Coopers company (a company whidliferent from that which audits the books ofHl).

The analysis was conducted using as a model theo ®eport — Internal Control Integrated Framework apon
conclusion of the project a report was written vahummarized the results which had emerged; obdkes of these
results they identified the specific instrumentapply in order to guarantee the coordination amttioning of all the
elements of the SCI which were related to infororatind data on the economic and financial situaifahe company,
in compliance with the law and/or diffused on tharket.

Since that time, the provost has carried out thiSvidly with an aim to continuous improvement andnstant
verification of the instruments being used and,past of this activity, during 2012-2013 managerigssd, in
collaboration also with Deloitte ERS, conductedwiies focused on the revision of the procedunastlie companies
in scope according to a risk-based method in otdenake a better analysis of the risks connectethedfinancial
reports. This model has been applied also to theaoenpanies that were later included in the scope.

Through the activities implemented and coordindigdhe internal controls committee, as well asréports presented
periodically by the internal controls provost ahé superintending institution 231, during the megiheld on March
13" May 15" August 28 , and November 1%, the Board evaluated as adequate the efficieeffgctiveness and
correct functioning of the internal controls syst@pplicative criteria 7.C.1., lett. b and d).

11.1. EXECUTIVE DIRECTOR IN CHARGE OF INTERNAL CONT ROLS AND RISK MANAGEMENT

The Board has identified an administrator for tigitution and maintenance of an effective systenirfternal controls
and risk management (standard 7.P.3, letter 8) Amdrea Cangioli, maaging director was appoirtethis position.

In the name of the Board of Directors, he is inrghaof the supervision of the functioning of thesteyn of internal
controls and risk management and carries out thkstand the functions as per the Code and in péaticthe
identification of the main risks for the companyrdsegic, operative, financial, compliance), begrin mind the
characteristics of the activity conducted by El.BEnd by its subsidiaries, and submits them forgoiciexamination by
the Board when the financial data and the mandgegidormance of the Company and the Group argglpiesented
(Applicative criteria 7.C.4, lett. a); implementirtge directives defined by the Board of Directargluding the
planning, activation and management of the intemwitrols system and constant verification of iteequacy,
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effectiveness and efficiency (Applicative critefiaC.4., lett. b); adaptation of the system to tly@aginics of the

operating conditions and the legislative and reindasituation (Applicative criteria 7.C.4., lett); request to the
person responsible for the internal audit to cohdlue verifications in specific operating sectonsl @n the respect of
the regulations and procedures in carrying out @mgpoperations, while keeping the commissions fortrols and

risks and the Borard of Statutory auditors inforragplicative criteria 7.C.4., lett. d).

During the work sessions of the committee for amnénd risks and of the Board of Auditors , wherassary, the
executive director will refer concerning the prahfethat have emerged or that he has been infoaias part of the
activity that he conducts.

11.2. PROVOST FOR INTERNAL AUDITING

Since 2000 the Board has appointed one or mor@pets verify that the internal controls systeralisays adequate,
fully operative and functioning (provost(s) forémbal controls, internal auditors) (Applicativeteria 7.P.3., lett. b).
The current provosts for internal auditing are e Morvillo and, exclusively in relation to theaiving up of the
financial statements, Lorenzo Pahe appointment of which occurred on the basthefexecutive director in charge of
supervising the systems for internal controls amel dpinions expressed by the commission for cantamd risks
(Applicative criteria 7.C.1.- second part) with tagproval of the Board of Auditors.

The Board is the body in charge of the remuneraifahe provost(s) for internal auditing; consistesth the company
policy, upon proposal from the executive directocharge of supervising the functions of the indéigontrols system
and, on the basis of the opinion expressed bydhengssion for controls and risks, (Applicative eria 7.C.1- second
part) and of the Board of Auditors.

The provosts for internal auditing are not respolesior any of the operative sectors and in theanéy depend on the
Board of Directors (Applicative criteria 7.C.5.itleb).

Each provost responsible for internal auditing earidverifications continually and also in relatitm specific cases
and, in conformity with the international standarttee operations and the effectiveness of the sysié internal
controls and risk management based on a procemsabfsis and classification of the main risks @& tiontrols (7.C.5,
lett. a).

Each provost responsible for internal auditing hdivect access to all the information that is us&fuconducting their
activities (Applicative criteria 7.C.5, lett. chdy prepare periodic reports containing adequdtenration concerning
their activities, on the ways that the risk manageims conducted in the investigative sectors tizae been assigned
as well as the compliance with the plans for cdlitigp them, besides an evaluation of the effectasnof the system
used for internal controls and risk management (i8pfive criteria 7.C.5., lett. d) and communicdtem to the
presidents of the board of auditors and the coremifbr controls and risks as well as the admirtistneesponsible for
the system of internal controls and risk managenf@pplicative criteria 7.C.5., lett. f); they haveot had an
opportunity to report on events of particular sfigaince; on the basis of the activity conductedhgydirector in charge
of the 262/2005, they have verified the reliabilitfiythe computer systems including the systems fmedntering the
accounts (Applicative criteria 7.C.5, lett. g).

At this time the committee has not found it necessa make use of outside consultants or to usespleeial financial
resources provided for carrying out its duties.

During this year the activities of the internal &odcontinued to be focused on the verificatiortleé functioning and
adequacy of the internal controls system and riskagement with reference to the area of drawingftipe financials;
the mapping and analysis of the internal contraidies conducted over the years, the verificaativities carried out
and their results for the purpose of schedulingritactivities; the updating of the matrix of theas of control; the
analysis of the procedures in the area of perspmwigh particular reference to the presence of staff and the
activities conducted in the area of health andtgafe the workplace: the activities conducted immgiance with
L.262/05.

*k%

The function of internal auditing with referencetie area of drawing up the financial statementtviis an activity of
the ex-262/05 area of monitoring has been assitme®ott. Lorenzo Paci, CPA, an external subjeebived in the

activities for the implementation of model 231 aywhsidered to possess the necessary pre-requisifgefessional
competence, independence and organization. Thenali##ng of the functions of internal control witeference to the
area of the financials originated with the intembptimize resources conducted by the Board inulprof 2005 when
it was decided to appoint a provost for internattoals who was a member of the financial staff anelved in the

preparation of the financial statements of the camgs belonging to the Group.

A correct division between operating and contraivitees persuaded the Board to continue with goticy.
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11.3. ORGANIZATIONAL MODEL ex D. Lgs. 231/2001

El.LEn. has a model for organization, managementanttol in compliance with Legislative Decree B12001.
As far as the subsidiaries of strategic importaareeconcerned, it has now been adopted by Quastar8ys.p.a, ASA
s.r.l. and is in the process of being adopted bystibsidiary Deka M.E.L.A. s.r.l.

The present model of EIL.En. is the result of agievi and continual updating of the one originalhp@ved, on the
basis of the evolution of the types of possibled®ieeanors that are contemplated individually byléhéslators. With
the intent of preventing any misdemeanors whicHdcousome way be related to the activity of El.Enconsideration
of its structure and the area in which it operaths, Board has decided to include in its own mdgl the part
regarding health and safety on the workplace wisiakalid also for compliance with art. 30 L. 81/09.

The superintending body is a commission composatiree members, one of which is an acting auddotf. Paolo
Caselli.

At this time, although the Company, in accordandé the by-laws, has the faculty of attributingtbds function to the
Board of Auditors, they have deemed it more effectd maintain the current organization of the superg body: an
acting auditor, a director of internal auditing andriminal lawyer.

11.4. INDEPENDENT AUDITORS

The auditing activity, in conformity with articlds3, 17, and 19, D. Lgs. 39/2010 is assigned toxdaegendent auditors
that is enrolled in the specific CONSOB registtye shareholders’ meeting of May"™8012, for the auditing of the
annual financial statement and the consolidatastent of the company for the years 2012-2020ifdel& Touche
s.p.a. has been appointed. The appointment exjgi@s the approval of the financial statements @2@

11.5. EXECUTIVE OFFICER RESPONSIBLE FOR THE PREPARATION OF THE FINANCIAL
STATEMENTS OF THE COMPANY

The executive officer responsible for the preparatior the financial statements is Enrico Romagndtio is the

manager of the financial department of EI.LEn. ded has the position of Investor Relations Manager.

The executive officer responsible for the preparafor the financial statements is appointed adogrtb the statutes
by the Board of Directors and in compliance with @80 G must possess all of the requisites of hgriasaccordance
with the law for statutory auditors and directonsdathe professional characteristics and requisiteserms of

experience in the work place which are adequatéhotasks assigned to him.

The provost in charge of the accounting documeats dccess to all the powers and means that arssaggefor
conducting this activity.

The principles and the means that are implemengdtiéoprovost are described in detail in Appendix 1

11.6. COORDINATING THE SUBJECTS INVOLVED IN THE SYS TEM OF INTERNAL CONTROLS AND
RISK MANAGEMENT

In essence this coordinating activity has alreadgnbdescribed above and therefore does not reggjireating,
however, it should be stated that El.En. must glew strict coordination of the persons that avelired in the system
of internal controls and risk management throughoss-designation of the subjects belonging todytas members
of others or else through the participation inwuek of the various subjects belonging to otheriesdhat are involved
in the system of control and risk management.
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12.0 INTERESTS OF THE DIRECTORS AND OPERATIONS WITH RELATED PARTIES

With reference to the operations in which one @& tlirectors has an interest or the operations weillited parties,
meaning those which involve the parties identifiedording to IAS 24, in art. 20 the statute stthes the approval by
the Board in relation to operations having a sigaiit strategic, economic or financial importanagéh particular
reference to the operations with related partiesghbse in which one of the board members detaingt@rest for
himself or for a third party, or those that are sunal or atypical, must be given in advance

The Board, moreover, in conformity with art. 238is-of the Civil Code, on March 30 2007 adopted a special
procedure called Regolamento per la disciplina delle operazioni cparti correlate di ELEn. s.p.a.(EL.En.
Regulations for the operations with related paytisscompliance with the CONSOB regulations wigthated parties,
was revised in 2010, and contains the rules whmrem the approval and conducting of operationgateid by the
company, either directly or through one of the &libsy companies, with parties with which thereaigre-existing
equity investment, a professional or employee imiahip, or a close family relationship which cowdndition the
conclusion, regulating or substance of a contraaelationship. This set of rules has renderedformal terms, the
intent which, in any case, in the past has alwaenkfollowed by the Company, to act in such a wayoaguarantee
that the performance of operations with relatedigai(meaning also the operations in which theeatation exists on
account of the interest of an director or an audits himself or for a third party) takes place hwithe greatest
transparency and correctness both in substance gndcedure.

The Company and its directors in any case musaiagtconform to the regulations of the Civil Codaaa@rning this
subject (articles 2391 e 23%ls).

Moreover, the specific procedure controlling thiatiens with related parties and the existenceoofflicts of interest
which involve the administrative and controllingdies is contained in the manual of administratind enanagement
procedures, in force since 2000.

This procedure specifies that the provost for maéicontrols/internal auditor must proceed everyrsonths with the
verification, by means of interviews with the memsbef the Board of Directors and the Board of @taty Auditors,
of the existence of other related parties or afagibns which might determine a conflict of intéres

In practice, this verification is conducted by mearf a written interview consisting of a questioinmavhich is filled
out and signed by the above mentioned officerskapd in a file by the provost for internal controisernal auditor.
The procedure approved by the Board contains fterierfor identifying the operations which mustdygproved by the
Board after the opinion of the commission for cotgrand risks has been expressed.

Besides the regulations on this subject containethé statutes (art. 20 E) and the internal reguiataccording to
which, in particular, the executive board membeesraquired, in conformity with the above mentiorsatl 20 E, in
view of the necessity of approval in advance, tonadiately call attention to operations potentiattyconflict of

interest, those with related parties, and thosehvhie atypical or unusual with respect to the @bmperations of the
company, in a review of the internal Regulations] & particular of art. 6, the Board decided thdioard member
having an interest of his own or on behalf of adfarty in a specific operation must reveal thieimation in advance
at the meeting which has been called to delibehégesubject and that he/she must absent themsiebraghe meeting.
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13.0 APPOINTMENT OF STATUTORY AUDITORS

In conformity with art. 144exies Regolamento Emittenti Consal well as art. 148, sub-section 2 TUF as last
modified by D.Lgs. 27/2010 and in the new polidietsoduced relating to gender balance, by law 120uty 12,2011,
art. 25 of the company statutes the following pdare must be applied for the appointment of thetarsd

“Art. 25 — Statutory Board of auditorg...omissis). For the appointment of the memberthefBoard of Statutory
Auditors the following procedure must be applidak partners who intend to nominate candidates t@yeointed
Auditor at least 25 (twenty-five) days before théedset for the first convocation of the ordinagsembly must deposit
the following documents at company headquarters:

a) a list containing the names shown in numeriedko and divided into two sections: one for the didates for acting
auditor and the other for supplementary auditor.

b) along with the list, they must present a congpbigscription of the professional curriculum of fersons being
nominated and supply adequate reasons for the ratiaimas well as a complete CV for each candidate;

c¢) along with the list, they must present a dediarain which each candidate accepts his nominatind declares, on
their own responsibility, the non-existence of eauf®r ineligibility or incompatibility as well thexistence of all of the
requisites prescribed by the applicable regulatiansl by the company statutes for this particulasifion;

d) along with the list they must add a declaratipnthe partners who are not among those who detaien jointly, a
controlling equity or relative majority, which attis the absence of the connections as per art. qididguies
Regolamento Consob 11971/198&h these latter.

The lists must contain the identity of the partn@rshe name of the partner, who is presentingligtewith all of the
personal data and the percentage of capital pogskesglividually or jointly.

The creation of this list containing the names e teast three candidates must take place in campdé with the
regulations of the balance of genders.

Each partner may present and participate with oahe list and each candidate can be present on onk list,
otherwise they will be considered ineligible.

Only the partners who either alone or jointly wither partners represent the quota of equity indhpital stock in the
amount established by art. 147-ter D. Lgs. Februa4) 1998, n. 58, or in the greater amount establishgdthe
Consob regulations bearing in mind the capitaliaati floating funds and ownership of the quoted cmgs, may
present lists.

The ownership of the minimum quota of equity necgder the presentation of the lists is determirgdthe shares
which are registered in the name of the partnerthanday on which the lists are deposited at thragany. The relative
certification must, in any case, be presented asti®1 days before the date set for the first coation of ordinary
assembly.

The auditors are nominated by the ordinary Asserohlyhe basis of the lists presented by the pastiremwhich the
candidates are listed in numerical order. Each parthaving the right to vote may vote only for tise

In the case that, upon expiration of the term fargenting the lists, only one list has been depdsibr else that only
lists presented by partners that, on the basisubfsection 4 of art. 144exies Regolamento Consob 11971/199%
connected to each other as per art. 144-quinqRegolamento Consob 11971/19%@ditional lists may be presented
up until the fifth day after that date. In this eathe amount of equity which must be held in thatakfor the
presentation of the list is reduced by half.

In the case that there is more than one list, fur €lection of the members of the Board of Statufarditors the
procedure described below must be followed:

a) the votes obtained by each list must be diviedne, two, three, etc. according to the progressiumber assigned
to each candidate;

b) the quotients that are thus obtained must bégasd progressively to the candidates of eachitisthe order in
which they appear on the list and they will plade@ single classification in descending order.

c) the candidates that receive the highest qudtiesit be elected.

At least one acting Auditor must be taken from thieority list which obtained the greatest number votes.
Consequently, in the case that the three highestiepnts were obtained by candidates belonging éontfajority lists,
the last acting auditor to be elected must, in aage, be taken from the minority list which obtditlee most votes,
even though he obtained a quotient that was loheen that of the majority candidate with the thirdlnest quotient.

In the case in which the candidates have obtaihedsame quotient, the candidate on the list whahrot yet elected
any Auditor will be elected, or in the case thdtthe lists have elected the same number of Awglitbe candidate on
the list which obtained the greatest number of vet#l be elected. In the case of the same nurabeotes for the list
and the same quotients, a new election will be bglthe entire ordinary Assembly, and the candidéte receives the
simple majority of votes will be elected.

The presidency of the Board of Statutory Auditerassigned to the acting Auditor elected first foa iinority list who
has obtained the greatest number of votes, oheifet is no minority list, to the acting auditor eled first from the list
which received the greatest number of votes. @rctise of the substitution of the acting Auditerwhll be replaced by
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the substitute Auditor belonging to the same kstiee one who is being replaced.

In the case that no list has been presented bef@rexpiration date, the Assembly will vote with thlative majority
of partners present at the Assembly.

In the case that only one list has been preseifiteditting and supplementary auditors will be elédtem that list in
the order in which they appear on the list.

In the case that no minority list receives votes ititegration of the Board of Statutory Auditordlwake place by
means of a vote with the relative majority of plagtners present at the Assembly.

The composition of the body that is elected, in ease, must be of such a nature as to assure tlaad= between
genders represented inconformity with art. 148,-sabtion 1-bis, D. Lgs. 24 February 1998, n. 58.

The appointment of the auditors for the completibthe Board of Auditors in conformity with artid01 c.c. is made
by the Assembly with a relative majority.

In any case, the cessation of the appointment efasmmore components of the controlling body, tasighation and
appointment of new members must be in compliante twe current regulations regarding the balancewesen
genders represented.

The present Board of Auditors was elected by tlknary assembly on May £52013 for the financial years 2013-2015
and expire upon the approval of the financials esd@nber 3%2015.

As of December 312014, the Board of Auditors of EIL.En. s.p.a. @swcomposed as follows: Dott. Vincenzo Pilla,
President; Dott. Paolo Caselli, auditor; Dott.ssta Relagotti, auditor; Dott.ssa Daniela Moroni dbdtt. Manfredi
Bufalini, alternate auditors.

The minimum equity quota in the capital stock tisatequired for the presentation of the lists aididates for member
of the Board of Auditors is 4,5%, in conformity titart. 25 of the by-laws, art. 14&xiesReg. Emittenti and
CONSOB vote 18775 of January”292014.
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14.0 COMPOSITION AND FUNCTION OF THE BOARD OF AUDIT ORS (ex art. 123-bis, sub-section 2, letter
d), TUF)

In conformity with the specific company statuteBe tauditors must possess the requisites requirethwyand,
consequently, also the requisites of independesqgerart. 148 TUF.

They must act with autonomy and independence alselation to the shareholders who have electeoh tfgtandard
8.P.2)).

The current Board comes from a single list preskbte Andrea Cangioli, and Immobiliare del Ciliegia.l since no
other lists were presented at the time of the ielestheld on May 152013.

The election took place with a vote in favour biaflthe shares represented at the meeting, i&ctlyx2.666.404,
which is equal to 55.269% of the capital stock.

The mandate of the present Board lasts for thraesyend will terminate with the approval of theaficials for 2015.
For the professional curriculum and the personalratteristics of the members, please consult thecalums
published on the web site of the Company; for tresident Vincenzo Pilla, the acting auditors Pd@éselli and Rita
Pelagotti and the supplementary auditors Manfradiifd, refer to the following sectionvww.elengroup.com/investor
relations/documenti assembleari/2013/Lista candalkt carica di componente del collegio sindacaléennio 2013-
2015 for the supplementary auditor Daniela Moroni, s#ee section titled www.elengroup.com/investor
relations/documenti assembleari /2013/Lista di @atdper la integrazione del collegio sindacalgldin. in carica per
il triennio 2013/2015

The company constantly places at their disposal gtaff and the resources which the Board deerafuli order to
conduct their functions in conformity with the cemt version of art. 25 of the statutes.

As already mentioned, for the purposes of implemgnfpplicative Criteria 8.C.5, one of the auditoBott. Paolo
Caselli has always participated actively in the tings and activities of the Committee for contraigd risks with the
director of internal auditing. Moreover, in acconda with the vote made by the Board on Marcf' 3008 and
confirmed on May 182012, he is also a member of the supervising sdyerex D.Lgs. 231/2001.

Since D.Lgs. 39/2010 came into force, the actinditats have participated in the committee for cohtind risk
management.

The activities in relation to the internal auditord the director take place at the committee farial control in the
broadest sense, including the committee for comtndl management of risks and for internal contxdbd.gs. 39 cit.

The Board of Statutory Auditors, is the body whiebally is supposed to supervise the compliandh thie law and
with the company statutes, the respect of the jmies for correct administration, the adequacyhef brganization of
the company in relation to the aspects in whicly ére competent, the internal controls system hedatiministrative
and accounting systems used by the company andattieial functioning. The Board of Statutory auditanoreover,
supervises the application of the dispositions @ioetl in art. 19 of D. Lgs. No. 39 of January' 2010, as well as the
methods used for the correct implementation ofrties for corporate governance contained in thedistiplining
code and the compliance with the Consob rulesthecdeffective implementation of company proceduegsarding
dealings with related parties.

This body is also entrusted with the supervisiothefadequacy of the instructions given to the isiidr$es so that they
can supply all of the information necessary in ordecomply with the requirements for communicatastording to
the law.

When requested by the Board of Directors, this baldg acts as a supervising body in conformity aith 6, D. Lgs.
8" June 2001, n. 231.

As of December 312014 the Board is composed of three acting awsldnd one supplementary auditor:

Vincenzo Pilla President Firenze, Via Crispi, 6 S. Croce di Maglig&CB),
May 19th 1961
Paolo Caselli Acting auditor Pistoia, Via VenturiB Firenze, April 11 1966
Rita Pelagotti Acting auditor Firenze, Piazza §&pirito 7 Firenze, Decembef 61956
Daniela Moroni Supplementary auditgr ~ Firenze, BoRinti 60 Monteverdi Marittimo (Pisa)
16 September 161952
Manfredi Bufalini | Supplementary auditor  Firenz&#2a S. Firenze, 2 Firenze, August 24th 1966

According to the Statutes there is a limit in thenber of offices which can be held, in conformitithwart. 148bis

TUF, so that those auditors who hold the officeaofing auditors in more than five companies quatedhe stock
market as well as those who are in situations odnmpatibility or are over the maximum number ofic#é according
to theRegolamento Emittentarticles. 144duodeciesand following) are considered ineligible and disseid if they are
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candidates or elected auditors.

As of December 312014 the following components of the Board of @taty Auditors of the company were also
members of the controlling bodies of the followmgpsidiary companies:

Vincenzo Pilla - President of the Board of Statutory Auditors alt s.p.a.
- President of the Board of Auditors of Quanta 8ysk.p.a.
Paolo Caselli - Sole Auditor of Deka M.E.L.A. s.r.l.

- Acting auditor of Lasit s.p.a.
- Alternate auditor of Quanta System s.p.a.

The average duration of the meetings of the Bo&ftatutory Auditors is 2 hours.
During this year the Board of Statutory Auditorstreeven (7) times.
Six meetings of the Board of Statutory Auditors énddeen scheduled for this year, one of which hasady been held,
on January 162015.
The active participation of the members of the Blozan be summarized as follows: all of the memben® present at
all of the meetings.

*kk

The Board of Statutory Auditors:

- verified the independence of its members on itfs¢ dccasion after their appointment (Applicatoréeria 8.C.1) and
evaluated their requisites for independence as 18, comma 3, TUF Aft. 144- novies sub-section bis,
Regolamento Emittenti Congob

- during the year verified that their members amntid to have the requisites for independence (Agidlie criteria
8.C.1.);

- while conducting the evaluations mentioned abapplied all of the criteria stated in the Codehwitference to the
independence of the directors (Applicative crae3iC.1.).

All of the verifications had a positive outcome.

In relation to the initiatives taken by the Presidef the Board for purposes of an induction progras stated above,
the members of the Board of Auditors all have lexgerience both in relation to the technical argislative aspect
and/or, they were present at the founding of thenany and since then have always sustained itey tlave been
involved in the internal controls activity of thermapany since this activity was created and wheeg tiave worked
with dedication and commitment.

For this reason, considering the current compasitibthe Board of Auditors, we do not believe thas necessary to
take particular measures towards the creation afidunction program. The president will take intosimeration such
measures should there be a change in the compositihe Board.

An auditor who, either for himself or for a thirdgy has an interest in a particular operation IdEfE must inform
immediately and in detail the other auditors anel pinesident of the Board concerning the naturengeorigin and
extent of his interest and in compliance with &rbf the internal regulations for operations widhated parties, must
leave the meeting which is voting in this regafpylicative criteria 8.C.3.).

The Board of Auditors, for which the methods halveady been described previously in this reportanducting their
activities, are coordinated with the functions mieirnal audit and with the committee for contratsl aisks which are
present in the Board of Directors. (Applicativeteria 8.C.4. and 8.C.5.).

The Board of Statutory auditors has continued amuthgr things to exert its control on the operaiaith related
parties and to actively participate as one of theamonents of the supervising body D. Lgs. 231/2001; it has also
carried out the functions attributed to it by D.sL@9/2010 with reference to the supervising agtief the auditing
company to be proposed as successor appointee Ishéneholders’ meeting which met on Maif 2812 .
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15.0 RELATIONS WITH SHAREHOLDERS

El.LEn. has created a special section in its Intesite which is easy to find and to access and kvbantains all of the
information concerning EI.LEn. which is of importento its shareholders so that they can gain thevkaume they need
to exercise their rights. This section is calledVESTOR RELATIONS”.

The person responsible for management of relatisitis the EI.LEn. shareholders is Enrico Romagnaiivéistor
relations manager) (Applicative criteria 9.C.1.).

El.LEn. does not feel it is necessary to createegiapdepartment in the company for the relatioith whareholders
(Applicative criteria 9.C.1.).

In conformity with art. 9 of the Code, the BoardRifectors, compatibly with the organization andisture of EI.En.
endeavours to encourage the participation of tlaeetiolders in the assemblies and to facilitateettercising of the
rights of its partners also by creating a contirsudialogue with them. The Board of Directors endeas to set a
convenient time, date and place (usually the comperadquarters) for the meetings and to complydtapiith the

requirements set by law in relation to the convgrof the assembly, the communication that the alskehas been
convened, and the participation of the shareholdetise assembly.

In conformity with the Code, all of the directorermally attend the assemblies and, during the asisesmall of the
information and news concerning ELLEn. are commateit to the shareholders, naturally in compliandgn whe

regulations related to price sensitive information.

The president of the Board of Directors and thecatiee board members have unanimously agreed toimtppne of
the employees, Enrico Romagnoli, to be responsibiethe relations with institutional investors atide other
shareholders. Thenvestor Relations Managés part of a company department which is compagesimployees who
elaborate accounting and administrative documerdsrgormation.

In conformity with the procedure for the communicatof documents and information concerning El.Eme, investor
relations manager is involved in a dialogue with gihareholders and with the institutional invests® through the
creation and management of a special section o€trapany’s Internet site and the communicatiorhefdppropriate
documents in compliance with the law and the re@gmna regarding the treatment of company informatio
(“Regolamento sul trattamento della informazioneetacia™), in particular confidential information.
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16.0 SHAREHOLDERS’ MEETINGS (ex art. 123-bis, sub-sction 2, letter c), TUF)

The assembly is governed by Title Il of the Comp&tatutes (articles 11-18) which, in conformitytiwthe law and
the specific rulings, regulates its areas of coemped, functioning, means of convening, constit@ioguorums,
intervention etc. as described below in the versiian was updated on Decembef' 2014:

“Article 11

Assembly
The legally constituted Assembly represents thieegndf the shareholders, and its decisions, madenformity with

the law and with the Statutes, are binding foradlthe shareholders including those that disserwere not present.
The Assembly may be ordinary or extraordinary amy tme convened even in second or third convocation.
The ordinary Assembly must be convened at least anear for the approval of the financial repoithin the terms
established by the law. It can be convened withierloundred and eighty days after the closing ofitrencial year for
the years for which the company is obliged to dugwthe consolidated statement and when partictdasons related
to the structure and the subject of the companwireqt.
The Shareholders’ Meeting is convened wheneveratministrative body deems it opportune, or whenpecil
request has been presented by the persons who onsy dccording to law, or else upon the initiatofethe Board of
Statutory Auditors or a part of it, in conformitytivart. 25 of the current Statutes.
Article 12

Place of asssembly
The Assemblies are held at the headquarters ofdhgpany or in another place that is specified ia tiotification of
the assembly, as long as it is in Italy.

Article 13
Convocation of the Assembly
The Assembly is convoked normally by the Adminigtrédody, in conformity with the relative regutats, by means of
a notice which is published, in accordance with lthe, on the internet site of the company and exdhily newspaper
“ITALIA OGGI” (except in those cases where the Istates otherwise). The notice must state the taytime and the
place where the meeting is being held and thefisubjects which will be discussed.

A single notice may contain the dates for the,fsetond and third convocations.

Article 14

Attendance at the Assembly
Attendance at the Assembly is governed by theeblatvs and regulations now in effect.
The shareholders who have the right to vote magndtthe assembly on the condition that, and forntheber of
shares in relation to which, they have depositeatifamtion in conformity with the law.
A partner who has the right to attend the Asseritblyonformity with D. Lgs February $41998, n. 58 and the other
applicable regulations, may be represented by aanfg a written power of attorney. The power ofacattey which is
written and signed digitally must be sent to thepany by certified e-mail.
The company does not make use of the institutiddesignated representative of the company wittetlsstock” as
described in article 135-undecies D.Lgs. Februad{) 2998, n. 58.

Article 15

Presidency of the Assembly
The Assembly is presided over by the PresiderfieoBbard of Directors or, if he is absent or impegdey the Vice-
President; if neither of them are present, thentby person elected with the greatest majority ofescby the
shareholders present.
The Assembly elects, even among the non-sharebp&i&ecretary and, if deemed necessary, two sizeis.
The presence of a secretary is not necessary ihihates are kept by a notary.
The President of the Assembly has the duty ofyirgithat the meeting complies with regulations ahdscertaining
the identity and legitimate rights of those presei@nce the validity of the constituents of theefdsly has been
certified, it cannot be invalidated because somiha$e present have left the meeting.
The President also has the task of presiding dvenégular conduction of the meeting of the Assgnatitecting and
moderating the discussion and establishing, wheessary the duration of each intervention, detemmginthe methods
and order for voting and ascertaining the resud,in conformity with the regulations which, fortated by the Board
of Directors and approved by the ordinary Assenualy govern the orderly and functional activity loé tmeeting both
in ordinary and extraordinary assembly.
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Article 16

Minutes
The decisions taken by the Assembly must be tilescin the minutes and be signed by the Presidentthe
Secretary, or by a notary and by the scrutinizéthére are any. In the cases where it is set foythhe law, and, also,
when the President of the Assembly deems it opp®rtbe minutes may be drawn up by a notary.

Article 17

Ordinary Assembly
For the first convocation the ordinary assemblgdmsidered to be duly constituted when the numbshareholders
present represents at least half of the capitatistoalculated in conformity with art. 2368, subtsat 1, c.c.; the
assembly votes by absolute majority. For the secomdocation the ordinary assembly, whatever thtigro of capital
stock represented is, votes according to the albsahajority of those present on the subjects whlatuld have been
decided earlier.
For appointment of the Board of Statutory Audittiie regulations as per Art. 25 of the present $¢amust be
observed.
In conformity with the laws and regulations, writevotes are allowed.

Article 18
Extraordinary Assembly
In first and second convocation the extraordinass@mbly is considered to be duly constituted whemtumber of
shareholders present represents the portion ofctygital stock indicated as per art. 2368, sub-settsecond and
2369, third sub-section c.c.. For the third convima, the Assembly is duly constituted when the baunof
shareholders present represents at least a fiftithef capital stock. The assembly decides in fastond and third
convocation with the favourable vote of at leasi thirds of the capital stock represented in theeasbly.

Since 2000, the EI.En. by-laws include the possgjbibr its shareholders to use write-in votes @atise ballots).

The notifications of convocation of assembly ane thlative courtesy communications concerning tttaz date of
the meeting are published both on the Internet aiitthe company and, where required and if allowasb in a
summary, in a national daily newspaper (at thigtlirALIA OGGI).

The majority shareholders are members of the Baaddup to now none of them has presented a propasalbjects
for which a specific proposal had not previouslgberesented by the Directors (Comment to art.9).

The president of the Board of Directors, who gelhenaresides over the assembly, must proceed witletiled
description of the proposals and the subjectsénQhder of the Day of the shareholders’ meetinguch a way as to
guarantee that the assembly is conducted in aciezftiand orderly fashion. For this purpose, thereholders meeting
held on May 1% 2007 approved the assembly regulations drawn ufh&yoard (Criteria 9.C.3), which were later
modified on May 18 2011 in the part related to attendance at thenatsige In fact, it was also necessary to revise the
assembly regulations in the light of the modifioatto article 14 of the company by-laws which wppraved by the
shareholders’ meeting on October"28010 after the innovations introduced by lawmakeith D. Lgs. No. 27 of
January 2% 2010 in relation to article 2370 C.C. regarding tight to attend the assembly and exercising@fitjht to
vote, and the introduction of art. 83-sexies TUFRjla which established the so-calletord date

The assembly regulations of EI.LEn. S.P.A. thatliated below are also available on the web sitev.elengroup.com
in the section called “Investor Relations/Goverre8tatuto”.

*kk

ASSEMBLY REGULATIONS OF EL.EN. S.p.A.

Art. 1 — Subject and area of application

This set of regulations governs the orderly anétieffit conduction of the shareholders’ meeting bE&. s.p.a. (“the
Company”) both for the ordinary and extraordinargsemblies.

The regulations can be consulted at company heatkepgaor on the Internet site of the Companywiv.elen.it
investor relations section) as well as wheneveassembly meets.

Art. 2 — Place and presidency of the assembly nmegti

The assembly meets in first, second and third amatians at the time and place shown in the noticeomvocation
published in conformity with art. 13 of the Stafuded it is normally presided over by the presidehthe Board of
Directors, or in case of his absence or impedimbythe persons indicated in art. 15 of the compstajutes.

Art. 3 — Attendance at the assembly

3.1. The right to attend the assembly is governedrbicle 14 of the Company by-laws according tacltthe persons
who may attend the assembly are: the shareholdsdstlaose who have a legitimate right to attendabksembly, who
possess the right to vote on the condition thaly thave made the deposit for the number of sharesegsed within the
established term and following the methods reglig law.

3.2. Upon invitation by the president, the emplgyafethe Company, consultants and representatif/fseccompany in
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charge of auditing the accounts may attend the rabBe meetings when their presence is considerefuluse
opportune in relation to the subjects to be disedssr the work to be conducted.

3.3. Experts, financial analyst, and journaliststhathe consent of the president, may also attévednieetings of the
assembly unless there are objections on the paheo$hareholders present. For this purpose, tivase wish to attend
must send the president a written request by tbergbweekday before the date set for the assembly.

3.4. Before starting the description and discussibrihe various items in the Order of the Day, president must
inform the assembly of the presence and partiaypaith the meeting of those persons indicated insmdtions 3.2.and
3.3. above.

Art. 4 —Verification of the right to attend the asmbly and access to the meetings.

4.1. Only the approved and authorized persons, esapticle 3 above, after showing personal idenéfion and
verification of their legitimate right, may haveass to the assembly rooms.

4.2. The personal identification and verificatiohtbe legitimate right to attend the assembly nhestconducted by
auxiliary personnel hired specifically for this puose, at the entrance to the rooms where the neefiihbe held and
normally take place during the thirty minutes prior the time set for the beginning of the meetindess otherwise
stated in the notice of convocation.

4.3. at the entrance to the meeting rooms thossgosrwho have the right to attend the assembly disgsiay personal
identification and the certification described ihet notice of convocation to the auxiliary personn®hce the
identification and the verification has taken plaae per sub-section 4.2. above, the auxiliary paasavill give the
attendees a special voucher which they must keefhdaduration of the assembly meeting and retorthe auxiliary
personnel should they leave the meeting, even tamigo

4.4. In order to facilitate the verification of tip@wers of representation to which they have tghtrithe persons who
attend the assembly as legal or voluntary represtergs of shareholders or of other persons who gssshe right to
vote, may send the documents proving their poveetiset Company within the two days preceding the dat for the
meeting.

4.5. Except for the audio-visual equipment whicly ip@ authorized by the president to assist thetameaf the written
report (minutes) and documentation of the meetifhthe assembly, no type of recording equipmentydiag cell
phones), photographic equipment or similar.

Art. 5 — Constitution of the assembly and openinfydiscussions

5.1. The president of the assembly is assistedawidg up the minutes by a secretary appointednér@am among the
non-shareholders, by the assembly on the basispobposal made by the president himself or by anyoand, when
necessary in conformity with the law, by two seciiggrs designated in the same way among the namrisblders. The
secretary or the notary can be assisted by persbfiseir choice and, as an exception to art. 4fgmuauthorization by
the president, they may use audio-visual recoreiqgipment

5.2. Among his duties, the president also has dfiascertaining and guaranteeing the legitimacythe individual
delegations and, in general, the legitimacy ofadttendees present at the assembly and, consequaistiyto verify and
declare the legitimate constitution of the assembhe president may create a presidential officectwias the task of
assisting him in the verification of the legitimaumfythe participation and of the voting, as welltae specific assembly
procedures.

The president may solve any conflicts which maseanglated to the legitimacy of the attendees.

5.3. The President of the assembly may make ube skcurity services provided by the auxiliaryass which have
been specifically hired for the occasion.

5.4. In the case that the number of shareholdeesgmt does not reach the amount of capital stockssary for the
legitimate constitution of the assembly in confoynwith articles 17 and 18 of the company statuties, president of
the assembly, after an appropriate amount of tim@ny case not less than an hour after the timidasehe beginning
of the meeting, will communicate this informatiorttie attendees and postpone the discussion @tther of the Day
until the next convocation.

5.5. Once the legitimate constitution of the asdgrhbs been ascertained, the president of the dslyedeclares that
the discussions may begin.

Art. 6 — Discussion of the subjects and proposaighie Order of the Day

6.1.The president of the assembly must descritieetattendees the subjects and the proposals cagibeda, by using,
whenever he deems opportune, the opinions of dirgcauditors and employees of the Company. Thests and the
proposals can be dealt with in a different ordeaittis approved on the basis of a proposal by thesigient with a vote
by the majority of the capital represented, andthe same way, a proposal by the president to gedtially or
completely may be approved.

6.2. The president of the legitimate assembly laésothe duty of directing and moderating the dismrs and the right
to intervene by establishing the methods and manihuration of each intervention.

The president of the assembly has faculty to: &abnclusion to the discussions which are lastomgger than the set
time limit or that are not pertinent to the subjectproposal on the agenda; to silence those wheruene without
having the right to do so or those who have begmimeanded and persist; to prevent words and atgtudhat are
inappropriate, pretentious, aggressive, offensivslanderous as well as evident excesses, revdkmgight to speak
whenever he deems necessary and, in the most ser@ses, ordering the expulsion of the person fiteenmeeting
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area for the entire duration of the discussions.

6.3. The request to be present at the discussibrikeoindividual subjects on the agenda must beatéd to the
president, who in granting the right to speak, nallgnfollows the progressive order of the requdstsspeak. The
faculty of a brief reply is granted to whoever eguested the right to speak.

6.4. The president of the assembly or, upon hisaithon, the directors, auditors, company employeegonsultants
normally reply after all of the discussions on eatibject on the agenda. The components of the &trative body
and of the Board of Statutory Auditors may requoesttervene in the discussions.

6.5. In order to prepare adequate replies to theouss interventions, bearing in mind the purposel aelevance of the
subjects and proposals being dealt with, the pesgiedbf the assembly may, on the basis of his intife judgement,
suspend the work of the assembly for an intervabbimore than two hours.

6.6. After all of the interventions and replies fresident declares the discussions concludedatsithe proposals to
a vote.

Art. 7 — Voting and conclusion of the meeting

7.1. Voting on the various items usually takes @ldaght after the conclusion of the discussionseanh item listed in
the Order of the Day and the discussions are heldhé order in which they appear in the agenda smkbe president
of the assembly decides otherwise and determirggth voting take place in a different order oteafthe conclusion
of the discussions of all or some of the items.

7.2. Before the voting can begin, the presiderthefassembly must readmit the shareholders who twiséturn to the
meeting and had left or been expelled during tiseudision time.

7.3. Except in the case of incontrovertible lawg® contrary, the voting must take place with openmtiny.

7.4. The president of the assembly establishesifans for expressing the votes, which is normallg show of hands,
the recording and counting of the votes, and cao axpress a time limit within which the vote nfiestast.

Upon conclusion of the voting, the scrutiny of wioges takes place; when this is terminated, thsigeat, assisted by
the secretary or the notary and scrutinizers ifréhare any, proclaims the results of the voting.

7.5. The votes that are expressed in a manneishdifferent from that established by the presid&rithe assembly are
null and void.

7.6. The shareholders who express negative voteghorabstain, must declare at the time of the datilan of their
vote, their name and the number of shares which ltleéd on their own or for which they have poweatbrney. After
the agenda has been concluded, the president cigbembly declares the meeting terminated and poscwith the
formalities for the completion of the minutes.

Art. 8 — Final provisions

8.1. In compliance with art. 15 of the company gzd now in effect, this set of Regulations was@amp by the
ordinary assembly of the Company which was heltlag 15" 2007, and it can be modified or abrogated onlythzy
vote of the same body.

8.2. Besides the various measures described instti®f regulations, the president may adopt angsmes that he
deems opportune in order to guarantee the orderig aorrect conduction of the work of the assembiy #he
exercising of the rights of those present.”

The Board of Directors, with six of the seven mersh@esent during the meeting held on Ma{l 2614, reported to
the assembly in relation to the activities conddciad endeavored to make sure that adequate irform@ncerning

the necessary elements were supplied to the sHdezb®o that they can make informed decisiondose matters that
were of competence of the assembly (Applicativéedd 9.C.2) in particular by making the documentatand the

proposals to be voted on available to the sharehslt due time.

Concerning the guaranteed right of each partnexpoess their opinion on the subjects under disocnsthe president
of the Assembly, in conformity with the assemblgufations listed below, concretely as shown innfiautes of the

Assembly, proceeds, after the discussion of eabfesuin the Order of the Day, to invite the shaldbrs present to
intervene in the discussion (Applicative Criteri€ ).

The remuneration committee which was present arbeatlisposal of the assembly, stated that theigves to have

reported to the shareholders in their remuneratport Relazione sulla Remunerazigramd the present report.

During this year no significant variations occurirdhe Market capitalization of the EI.LEn. stook in the structure of
the company.
Consequently, no evaluation by the Board was nacgs®ncerning whether or not it was opportunertgppse
modifications of the by-laws in relation to the pemtage set for the exercising of the shares angriérogatives
advanced for the protection of the minorities (&vé 9.C.4.).
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17.0 OTHER POLICIES OF CORPORATE GOVERNANCE (ex art. 123-bis, sub-section 2, letter a), TUF)

There are no additional policies of corporate gnaace other than those described in the precediragpmphs.
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18.0 CHANGES SINCE THE CLOSING OF THE FINANCIAL YEA R

No changes have been made in the structure obtfpeate governance.

For the Board of Directors
The President — Gabriele Clementi
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TABLE 1 — INFORMATION ON OWNERSHIP

On the basis of information supplied by EI.En.

STRUCTURE OF CAPITAL STOCK

Number of shares % of the capital stocQuoted Rights and obligations
Ordinary shares 4.824.368 100%| Milan Stock ex lege
Exchange
Shares with limited 0
voting rights
Shares with no voting 0
rights

OTHER FINANCIAL INSTRUMENTS
(attributing the right to underwrite newly issuedares)

Quoted (state the
market) / not quotedinstruments in

Number of

Category of the shareiNumber of shares available f
conversion or use

available for conversio

circulation or use
Convertible bonds === 0 === 0
Warrant === 0 === 0

SIGNIFICANT OWNERSHIPS IN SHAREHOLDERS’ CAPITAL as of December 3% 2014

Person declaring Direct shareholder Quota % of the ordinary} Quota % of the voting
capital capital

ANDREA CANGIOLI ANDREA CANGIOLI 13,425 13,425
GABRIELE CLEMENTI GABRIELE CLEMENTI 11,083 11,083
BARBARA BAZZOCCHI BARBARA BAZZOCCHI 10,464 10,464
ALBERTO PECCI ALBERTO PECCI 0,345 0,345
ALBERTO PECCI S.M.1.L. di Alberto Pecci & C| 8,218 8,218

s.a.s.
ELENA PECCI ELENA PECCI 0,079 0,079
ELENA PECCI IMMOBILIARE IL CILIEGIO | 7,512 7,512

s.r.l.
CARLO ALBERTO REX CAPITAL s.p.a. 5,273 5,273
MARSILETTI

The chart below lists the equities of over 2% @& tlapital stock which are shown in order to conaptee information
since, during this year, the limit was raised to ®#h reference to the Company qualified as PM¢ampliance with
art. 1 lett. W-quarter 1 TUF after the modificatioharticle 120, subsection 2, TUF by art. 20 D.b§day 24" 2014,
no. 91 conv. with L. no. 116 of August12014.

INVESCO LTD INVESCO ADVISERS INC. 2,487 2,487
ALBEMARBLE ASSET 2,118 2,118
MANAGEMENT LTD

LASERFIN s.r.l. LASERFIN s.r.l. 2,01 2,01

Moreover, from the information gathered during digribution of the dividend this year, the followi company is
shown as having an equity of over 2%.

HERMES LINDER FUND
SICAV PLC

HERMES LINDER FUND
SICAV PLC

2,135

2,135
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TABLE 2: STRUCTURE OF THE BOARD OF DIRECTORS AND COMMITTEE S

Board of Directors as of December 31 2014

Internal controls

Remuneration committe|

e Nomination committee

committee
Position Members | From | Until List Execu | Non Indep. |Indep. for| Percentage | Number | Members| Percentage oMembers | Percentage pMembers | Percentage pf
(M/m) |tive Execu | As per TUF of of other attendance at attendance at attendance at
tive. the attendance atpositions meetings meetings meetings
Code meetings
President and Gabriele Ma: Appr. of
managing director| Clementi 15' annual M X 100% 0
2012 report
2014
Managing director | Andrea Mahy Appr. of
Cangioli 15 annual o
2012 report M X 100% 1
2014
Managing director | Barbara Ma: Appr. of
Bazzocchi | 15 annual 0
2012 report M X 100% 0
2014
Director Paolo Blasi| | Mr?y Appr. of
18 annual |, X X X 100% 0 X 100% X 100% X 100%
2012 report
2014
Director Michele Mahy Appr. of
Legnaioli | 158" | annual |, X X X 100% 0 X 100% X 100% X 100%
2012 report
2014
Director Alberto Ma: Appr. of
Pecc 18" | annual |, X 100% 1 X 100% X 100% X 100%
2012 report
2014
Director Stefano Mahy Appr. of
Modi 15 annual o
2012 report M X 100% 0
2014
Number of meetings held during 2014 Board of Ccontrols and risks committee Remuneration committee: Nomination committee:
Directors: 4 2 (two) 1(one) 1 (one)
(four)
Quorum required for the presentation of lists dgitime 4,5%

last appointment
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TABLE 3: STRUCTURE OF THE BOARD OF STATUTORY AUDITORS

Position Member since until List Indipendence | Percentage of attendance| Number of other positions in
(M/m) from Code at the board meetings | companies quoted on the Italian
stock market
President Vincenzo Pilla May 15th Approval M X 100% 0
2013 annual report
2015
Acting auditor Paolo Caselli Approval M X 100% 0
May 15th annual report
2013 2015
Acting auditor Rita Pelagotti Approval M X 100%* 0
June 25th annual report
2013 2015
Supplementary Daniela Moroni May 15" Approval M X 0
auditor 2014 annual report
2015
Alternate auditor Manfredi Bufalini May 15th Approval M X - 0
2013 annual report
2015

Number of meetings held in 2014: 7

Upon the occasion of the last appointment, the CONIB, with vote 18452 of January 3 2013 set the amount required for the presentationf the lists at 4,5% of the

capital stock.
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Appendix 1: Paragraph on the “Main characteristicsof the systems for risk management and internal cdrols in
relation to the financial information process” in compliance with art. 123-bis, sub-section 2, lett.)p TUF

This document contains a description of the “Ppaticharacteristics of the risk management andrnatecontrols
systems now in existence in relation to the finahiciformation process” in conformity with art. 1-B8, sub-section 2,
It. b), TUF (henceforth called the System).

*k%

Premise

ElL.En. has defined their own system for risk manag& and internal controls in relation to the psscef financial
information which is consistent with internatiormdst practice and is based on the CoSO Report ntodehich, for
the computer aspects, the COBIT model “Control ©tbjes for Information and Related Technology”) Haeen
added.

The CoSO Report defines internal controls as tlegss, implemented by the Board of Directors byntla@magement
and by all of the employees, which is supposeditoish a reasonable assurance for the achieverh¢imé company
goals:
= Effectiveness and efficiency of the operating atitis (operation;
= Reliability of the financial information reportedeporting), for the purpose of guaranteeing that the financi
reporting supplied a true and correct represemtatiche financial and economic situation in conidy with
the generally accepted accounting principles.
=  Conformity with the laws and with the applicablgukations ¢ompliancé.

The internal controls system of EI.En. is basedhenfollowing principal features:

Control environment: this is the environment in which the individualsrk and represents the control culture which
has permeated the organization. It consists offthewing elements: Ethics Code, company structaystems of
powers of attorney and proxy, organizational areamgnts, procedure for fulfilling the obligationsraation to internal
dealing, organizational modekD.Lgs 231/2001.

Identification and evaluation of risks: this is the process which is intended to guaetite identification, analysis,
and management of company risks particularly iatieh to the analysis of risks of an administratérel accounting
nature, related to accounting information and esdbntrols meant defend against the risks whicle teen identified.

Control activities: this is the set of control policies and procedusich has been defined to create a defence agains

company risks for the purpose of reducing thermt@aeceptable level as well as guaranteeing thapaagnobjectives

are reached. It is composed of the following eletisien

i. Administrative and accounting procedurdéise set of company procedures that are significarelation to the
drawing up and diffusion of accounting informati@ike related administrative and accounting proceduin
particular, statements and periodic financial repand matrices of the administrative and accograontrols;

ii. Company procedures that are significant for thegmse of preventing and monitoring operative rigks:|
guality management system ISO 9001:2008.

Monitoring and information sheets this is the process that has been created i todensure an accurate and rapid
collection of information as well as the set ofivties which are necessary in order to verify gmdiodically evaluate
the adequacy, effectiveness and efficiency of titermal controls. We focus on the process of evanaof the
adequacy and the actual application of the proesdand of the controls of the accounting informmgtsn as to enable
the Director in charge of the Internal Controls t8ys and Risks assessment and the Provost for &ht@wontrols to
issue the declarations required in conformity veith 154bis TUF.

*kk

1) Description of the main characteristics of the Wtem for managing risks and internal controls exisng in
relation to the process of financial information.

The system of internal controls related to the pssoof financial information is intended to guaeanthe reliability, the
accuracy, and the timeliness of the financial infation.
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a) Phaseof the System for managing risks and internal combls existing in relation to the process of finaneil
information

The main characteristics of the System for intecwitrols in relation to the process of financialormation are
described below:

a.l) ldentification and evaluation of the riskdiimancial information:

The process for identifying and evaluating riskisk{ assessmentelated to financial and accounting informatien i
directed by the provost for internal controls ahdred with the Director in charge of the Systemlfdernal Controls
and risk assessment and the Internal Controls &l Rommission.

The process afisk assessmei divided into the following activities:

- analysis and selection of significant financial idrmation diffused on the market (analysis of the last statenor
of the last available half-yearly statement of Berent Company or consolidated for the purposel@ftifying the
principal area of risk or and the significant rethprocesses.

- identification of the significant subsidiary compares and of the significant administrative and accouting
areas for each entry of the consolidated statementerbasis of defined quantitative criteria;

- identification and evaluation of the risksinherent in the significant administrative and agtting areas, as well as
of the relative financial processes and flows,feliasis of the analysis of qualitative and quatidie indicators;

- communication to the function involved, of the areas of interventfor which it is necessary to create or updhee t
administrative and accounting procedures

a.2) Identification of the controls for the riskbish have been identified

After the identification of the risks we proceedeith the identification of the specific controlseted to reduce to an
acceptable level the risk related to the failureeach certain objectives of the system both iati@h to the company
and to the process. For this purpose El.En. hasatkfwithin the system of administrative and actimg procedures,
the so-called “administrative and accounting cdntr@trices” which are documents which describe toatrol
activities existing in every significant adminigtve and accounting process. The controls describetie matrices
should be considered an integral part of the adstnative and accounting procedures of EI.En.

At the procedural levespecific controls have been identified like theifigaitions of the correct recording of accounts
on the basis of supporting documentation, the mgsuwf authorizations, the conducting of recondibias, and of
verifications of consistency. The controls ideetifiat the procedural level, moreover, have beessifiad according to
their characteristics in manual or automatic.

At the company levealpecific controls have been identified as “pervasiveaning that they characterize the entire
company, like assigning of responsibilities, powearsd jobs, and controls of a general nature orcdingputer systems,
the separation of incompatible jobs.

a.3) Evaluation of the controls for the risks whiedve been identified:

The periodic verification and evaluation of the quigcy, effectiveness and efficiency of the admiatste and
accounting controls is divided into the followingagses:

- Continuous supervision, by the managers of the operations/comparjch is an integral part of the current
management;

- Conducting of the activities of control and monitoing for the purpose of evaluating the adequacy ofplhe and

the actual effectiveness of the controls being usedducted by thexecutive delegated to internal controls who makes
use of the assistance of financial managementeofficthe testing activities.

Following up the verifications described relatedhe effectiveness of the accounting control sysdemritten report on
the efficiency of the system was made which, aleitlp the Executive Director of the Internal Contr@nd Risk
Assessment System, was communicated by the Diraxtbie Internal Controls and Risk Assessment Casion and
Statutory Auditors.

b) Roles and functions involved

In particular, the main responsibilities which @néended to guarantee the correct functioning ef 8ystem are as
follows:

« the Board of Directorsis responsible for the appointment of the Executagponsible for drawing up the company
and accounting documents, for ascertaining thaEstexutive has all the necessary prerequisitegefms of authority,
professional competence and independence), powdrsnaans for carrying out the tasks which have lassigned to
him; for the institution of a regular flow of infioration through which the Executive may report tasuits of the
activities conducted and any critical issues whigcy emerge, also with an aim to taking the necgsstaps to
overcome the significant critical issues. In cargyiout their functions, the Board makes use ofabsstance of the
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Internal Controls and Risks Committeewhich has the duty to advise and to recommend @sreference to the
administrative and accounting internal controlgesys

» the Executive Director in charge of the internal contl® and risk assessment system responsible for the
implementation and monitoring of the Internal ColgrSystem, with particular reference to the Adstiative and
Accounting procedures; for the evaluation, togethigh the Executive in charge of Internal Contra$the results of
the periodic risk assessments; for the evaluati@aring in mind the preliminary activity of the Exgive, of the
effectiveness of the procedures being used; fordhision of the “other information of a financia&ture” released to
the market.

» The Executive officer responsible for the preparationf dhe company financial statementsbesides the
responsibilities he is assigned jointly with therdator in charge of the internal controls and régsessment
system, is also responsible for evaluating and todng the level of adequacy and effectiveness haf t
administrative and financial internal control systBy conducting investigative activities.
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Consolidated statement of financial position

Note 31/12/2014 31/12/2013
Statement of financial position
Intangible assets 1 3.613.011 3.397.119
Tangible assets 2 26.926.972 21.853.353
Equity investments: 3
- in associates 2.930.730 916.988
- other investments 22.618.578 40.651.133
Total equity investments 25.549.308 41.568.121
Deferred tax assets 4 5.682.388 6.122.854
Other non current assets 4 2.823 34.459
Total non current assets 61.774.502 72.975.906
Inventories 5 50.480.679 48.372.067
Accounts receivables: 6
- from third parties 47.277.221 41.854.685
- from associates 670.219 690.463
Total accounts receivables: 47.947.440 42.545.148
Tax receivables 7 6.617.939 4.254.067
Other receivables: 7
- from third parties 8.353.211 6.260.385
- from associates 61.565 63.565
Total other receivables 8.414.776 6.323.950
Financial instruments 8 299.995
Cash and cash equivalents 9 73.803.583 42.868.084
Total current assets 187.264.417 144.663.311
TOTAL ASSETS 249.038.919 217.639.217
Share capital 10 2.508.671 2.508.671
Additional paid in capital 11 38.593.618 38.593.618
Other reserves 12 50.291.386 50.493.427
Treasury stock 13 -528.063
Retained earnings / (deficit) 14 35.042.944 31.121.466
Net income / (loss) 16.520.110 6.080.170
Share Capital and Reserves attributable to the Shaholders’
of the Parent Company 142.956.729 128.269.289
Share Capital and Reserves attributable to norr@bing interests 7.578.945 6.036.667
Total equity 150.535.674 134.305.956
Severance indemnity 15 3.700.224 3.115.099
Deferred tax liabilities 16 1.460.805 1.303.365
Other accruals 17 2.694.861 4.485.047
Financial liabilities: 18
- to third parties 5.907.331 6.968.331
Total financial liabilities 5.907.331 6.968.331
Non current liabilities 13.763.221 15.871.842
Financial liabilities: 19
- to third parties 21.494.475 15.762.815
Total financial liabilities 21.494.475 15.762.815
Accounts payables: 20
- to third parties 35.265.868 31.224.517
- to associates 1.148 2.728
Total accounts payables 35.267.016 31.227.245
Income tax payables 21 2.222.890 1.725.985
Other payables: 21
- to third parties 25.755.643 18.745.374
Total other payables 25.755.643 18.745.374
Current liabilities 84.740.024 67.461.419
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 249. 038.919 217.639.217
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Consolidated Income Statement

Income statement Note 31/12/2014 31/12/2013
Revenues: 22

- from third parties 178.360.793 152.768.266

- from associates 1.647.836 4.611.936
Total revenues 180.008.629 157.380.202
Other revenues and income: 23

- from third parties 2.314.189 1.977.434

- from associates 65.435 11.459
Total other revenues and income 2.379.624 1.988.893
Total revenues and income 182.388.253 159.369.095
Purchase of raw materials: 24

- to third parties 89.123.243 76.644.049

- to associates 13.210 34.671
Total purchase of raw materials 89.136.453 76.678.720
Change in inventory of finished goods and WIP 113.208) (1.586.229)
Change in inventory of raw material 366.337 (2.796.770)
Other direct services: 25

- to third parties 14.148.438 12.510.586

- to associates 2.689
Total other direct services 14.151.127 12.510.586
Other operating services and charges: 25

- to third parties 25.508.253 25.478.294

- to associates 149.533 182.426
Total other operating services and charges 251867 25.660.720
For staff costs 26 38.228.009 35.161.450
Depreciation, amortization and other accruals (*) 7 2 2.661.340 4.158.939
EBIT 15.301.409 9.581.679
Financial charges: 28

- to third parties (1.638.001) (2.286.615)
Total financial charges (1.638.001) (2.286.615)
Financial income 28

- from third parties 6.275.651 1.106.059

- from associates 349 240
Total financial income 6.276.000 1.106.299
Share of profit of associated companies 39.566 (473.782)
Other net expenses 29 (54.982)
Other net income 29 4.484.562 2.766.527
Income (loss) before taxes 24.408.554 10.694.108
Income taxes 30 6.408.623 4.275.100
Income (loss) for the financial period 17.999.931 6.419.008
Minority interest 1.479.821 338.838
Net income (loss) 16.520.110 6.080.170
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Basic net (loss) income per share 31 3,42 1,27

Diluted net (loss) income per share 3,42 1,27

* In compliance with Consob regulation 15519 ofyJ2iF" 2006 the amounts related to significant non-retngroperations for 2014 for an amouunt
of 1.478 thousand Euros entered under the head&i#gnortizations, depreciations and other accruate entered in note (34).
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Consolidated statement of comprehensive income

Note 31/12/2014 31/12/201]
Reported net (loss) income (A) 17.999.93 6.419.00i
Other income/(loss) that will not be entered inime statement net of fiscal effects:
Measurement of defined-benefit plans (286.231] 174.17;
Capital gains (loss) on sale of treasury stock (66.190 0
Other income/(loss) that will be entered in incasteement net of fiscal effects:
Cumulative conversion adjustments 10.334 138.39(
Unrealized gain (loss) on investment AFS 33 585.44 5.023.14|
Unrealized gain (loss) on derivatives and othengka 5.762 16.764
Total other income/(loss), net of fiscal effectg (B 249.11¢ 5.352.46/
Total comprehensive (loss) income (A)+(B) 18.249.05| 11.771.47
Referable to:
Parent Shareholders 16.519.30] 11.599.32
Minority Shareholders 1.729.74] 172.15}
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Consolidated cash flow statement

oY

Cash flow generated by investment activity

Cash flow from financing activity:

14.075.92p

-5.014.23%

Cash Flow Statement Note 31/12/2014  Related parties 31/12/2013  Related partie
Cash flow generated by operating activity:

Profit (loss) for the financial period

JAmortizations and depreciations 27 2.710.144 2.761.460

Gain on investment AFS 29 -4.484.562

Re-Devaluations of equity investments 29 54.982 -2.523.353

Share of profit of associated companies -39.566 -39.566 473.782 473.78%
Stock Options 26 3.564

Change of employee severance indemnity 15 585.125 -224.931

Change of provisions for risks and charges 17 aA.185 100.228

Change of provisions for deferred income tax assets 4 440.466 -310.584

Change of provisions for deferred income tax litibg 16 157.440 -11.734

Stocks 5 -2.108.612 -2.906.698

Receivables -5.402.292 8.459 -3.627.619 485.42
Tax receivables -2.363.872 -732.028

Other receivables -2.761.367 -198.770

Payables 20 4.039.771 -1.580 8.235.463 -61.514
Income Tax payables 21 496.905 625.140

Other payables 21 7.010.269 2.408.646

Cash flow generated by operating activity | 14.544.5713 | 10.491.57'4

Cash flow generated by investment activity:

(Increase) decrease in tangible assets 2 -7.610.331 -2.994.519

(Increase) decrease in intangible assets 1 -389.324 -174.912

(Increase) decrease in equity investments and moard assets 3-4 21.105.039 1.968.878 -183.173 -144.55
Increase (decrease) in financial receivables 7 5810 2.000 -1.362.649

(Increase) decrease investments which are not pemha 8 299.995 -298.982

Increase (decrease) in non current financialllteds 18 -1.061.000 -3.540.227
Increase (decrease) in current financial liak#iti 19 5.731.660 3.341.811
Change in Capital and Reserves and consolidatimmesc 668.171
Variations in the net capital of third parties 357.263

JAcquisition (sale) of treasury stock 13 461.873

Dividends distributed 32 -2.949.594 -3.883.659
Cash flow from financing activity 2.540.20p -3.413.904
Change in cumulative conversion adjustment reservand other

no monetary changes -225.19 329.32
Increase (decrease) in cash and cash equivalents | 30.935.49'9 | 2.392.76]2
Cash and cash equivalents at the beginning of thséncial period 42.868.084 40.475.322
Cash and cash equivalents at the end of the finamadiperiod 73.803.583 42.868.084
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All of the cash and cash equivalents consist af cashand and balance in the checking accountsedbanks.
Interest earned during this financial period amstatabout 680 thousand Euros.

Income taxes for this financial year amounted forbillion Euros.
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Changes in the consolidated shareholders’ equity

Balance Net income Dividends Other Comprehensive Balance
SHAREHOLDERS' EQUITY: "31/12/2012 (]|  allocation distributed operations  (loss) income  31/12/2013
Share Capital 2.508.67 2.508.67.
Additional paid-in capital 38.593.61 38.593.61
Legal reserve 537.30: 537.30:
Treasury shares -528.06: -528.06:
Others reserves:
Extraordinary reserves 35.044.64 7.403.30 42.447.94
Reserve for contribution on capital 426.65 426.65°
account
Cumulative conversion adjustments -56.81¢ 333.43: 276.61¢
reserve
Other reserves 1.712.26. 3.56¢ 5.089.08: 6.804.90:
Retained earnings 10.866.87 15.795.28 -2.401.61 6.764.28! 96.63¢ 31.121.46
Profits (loss) of the year 23.198.58 -23.198.58 6.080.17! 6.080.17!
Parent company's shareholders’ equ 112.303.73 0 -2.401.61 6.767.84! 11.599.32 128.269.28
Capital and reserves of third parties 5.037.58I 6.613.11 -1.482.04t -4.304.13! -166.68! 5.697.82!
Profit (loss) of third parties 6.613.11 -6.613.11 338.83¢ 338.83¢
Share Capital and Reserves 11.650.69 0 -1.482.04 -4.304.13 172.15! 6.036.66°
attributable to non-controlling interes
Total Shareholders’ equity 123.954.42 0 -3.883.65! 2.463.71 11.771.47 134.305.95
Balance Net income Dividends Other Comprehensive Balance
SHAREHOLDERS' EQUITY: 31/12/2013 allocation distributed operations (loss) income 31/12/2014
Share Capital 2.508.67 2.508.67
Additional paid-in capital 38.593.61 38.593.61
Legal reserve 537.30: 537.30:
Treasury shares -528.06: 528.06:
Others reserves:
Extraordinary reserves 42.447.94 -402.82! 42.045.11
Reserve for contribution on capital 426.65 426.65
account
Cumulative conversion adjustments 276.61¢ -273.04: 3.57¢
reserve
Other reserves 6.804.90: 473.82¢ 7.278.73
Retained earnings 31.121.46 6.080.17! -1.998.78! 41.68¢ -201.59: 35.042.94.
Profits (loss) of the year 6.080.17 -6.080.17! 16.520.11 16.520.11
Parent company's shareholders’ eqt 128.269.28 0 -2.401.61! 569.74° 16.519.30 142.956.72
Capital and reserves of third parties 5.697.82' 338.83t -547.98: 360.51t 249.92( 6.099.12.
Profit (loss) of third parties 338.83¢ -338.83¢ 1.479.82 1.479.82
Share Capital and Reserves 6.036.66 0 -547.98: 360.51! 1.729.74 7.578.94!
attributable to non-controlling interes
Total Shareholders’ equity 134.305.95 0 -2.949.59 930.26: 18.249.05 150.535.67

(a) The amounts reflect the application of IASré@ised

The amounts referred to in the column “Comprehen@inss) income” refer to:

- The conversion reserve for the change that iradbhe assets in currency held by the Group;

- the other reserves: there was a decrease iretleeve for the evaluation of the equity in CynosAiFS after
the sale at the beginning of the year of part efgshares owned; moreover, there was an incregbe isame
reserve which was the result of the adaptatiomitoviilue of the residual equity on Decembe¥ 2014;

- The retained earnings, mainly for the re-measergnof the severance fund for the subsidiary cornesaat the

end of the year.

For further details please consult the specifiatthfthe statement of comprehensive income
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The other movements in the net shareholders’ egtitiye Group refer to:

- the sale of treasury stock by ELLEn. S.p.A. a$ phthe operations for the acquisition of a quotd 9,5% in Quanta
Usa through the subsidiary BRCT Inc.;

- the payment by some of the minority partners afli®@ do Brasil of their respective equity quotatated to the
increase in capital approved last year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT

INFORMATION ON THE COMPANY

The parent company ELLEn. SpA is a corporation Wwhi@s founded and is registered in Italy. Headgusirof the
company are in Calenzano (Florence), Via Baldani&se

Ordinary stock of the company is quoted on the Mitich is managed by Borsa Italiana SpA.

The Consolidated Financial Statement for the El&mup was examined and approved by the Board i@&chirs on
March 13" 2015.

The amounts shown in this statement are in Eurbghnis the working currency of the Parent Compangt many of
its subsidiaries.

PRINCIPLES USED FOR DRAWING UP THE STATEMENT AND
ACCOUNTING STANDARDS

PRINCIPLES USED FOR DRAWING UP THE STATEMENT

The consolidated statement has been drawn up drastie of the principle of historical cost with teception of a few
categories of financial instruments, the evaluattérwhich has been conducted on the basis of threipte of fair
value.

This consolidated Annual Report consists of:
» the Consolidated Statement of financial position,
» the Consolidated Income Statement,
» the Consolidated statement of comprehensive income
» the Consolidated Cash flow statements
» the Statement of changes in the Consolidated Sthlaeis’ equity,
» the following Notes

The economic information which is provided hererétated to the financial years 2013 and 2014. Tihantial
information, however, is supplied with referencd®cember 31 2013 and December 312014.

The parent company EI.LEn. S.p.A. appointed thegaddent auditors Deloitte & Touche S.p.A.. for tomsolidated
financial statement dated Decembet* 2014.

COMPLIANCE WITH INTERNATIONAL ACCOUNTING STANDARDS

This consolidated statement for the financial y&ating December 812014 has been drawn up in compliance with the
International Accounting Standards (IFRS) promwddaby the International Accounting Standard BodASB) and
approved by the European Union. With IFRS we mdsm the International Accounting Standards (IAd) st effect,

as well as the interpretive documents issued by Itlernational Financial Reporting Interpretatio@B®mmittee
(IFRIC), formerly known as the Standing Interprigtas Committee (SIC).

ACCOUNTING STANDARDS AND EVALUATION CRITERIA

Accounting principles, amendments and IFRS interpagions applied since January®12014

The following accounting standards, amendmentslBR& interpretations were applied by the Grouptffier first time

starting on January™12014:

- IFRS 10 — Consolidated financial statement teataces IAS 27 — Consolidated and separate finasizitement
for the part related to the consolidated statensamt,SIC-12 Consolidation — Companies for a spease (Vehicle
companies). The preceding IAS 27 has been renanepdr&e financial Statement and regulates only the
accounting treatment of the equities in the sepdiaancial statement. The main variations esthbtsby the new
standard for the consolidated financial statemesttze following:
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o IFRS 10 establishes a single basic standard forctimsolidation of all types of entities, and this
standard is based on control. The variation remawes inconsistency perceived between the
preceding IAS 27 (based on control) and SIC 12gthas the passage of risks and benefits);

o a more rigid definition of control with respect tiee past has been introduced and is based on the
contemporary presence of the following three eldmeia) power on the company being purchased;
(b) exposition to or rights to variable earningsivkd from the involvement with the aforementioned;
(c) capacity to use the power to influence the amotithe aforementioned variable earnings;

0 IFRS 10 requires that in order for an investor &ednine if he has the control of the company
acquired, he must focus on the activities that hsigmificant influence on the earnings of the
company (relevant activities concept);

0 IFRS 10 requires that in order to determine thesterice of control, one must consider only the
substantial rights, that is, the rights that canekercised in practice when decisions must be made
related to the company that was purchased;

o IFRS 10 offers a practical guide to assist in thalwation of the existence of control in complex
situations like de facto control, potential votirights, structured entities, situations in whichsit
necessary to determine if the person who has thvepof decision is acting as agent or principal, et

In general terms, the application of IFRS 10 wéhuire a significant degree of judgement on quiteumber of
application aspects.

The standard is applicable retroactively startiaguary ¥ 2014.

The adoption of this new standard does not haveeffegt on the area of consolidation of the Group.

IFRS 11 — Equity agreements which replace IAS-Equities in Joint Ventures and SIC-13 — companisder
joint control— contribution in kind by members peaigating in joint control. The new standard, whiths the same
criteria for the identification of joint controlupplies criteria for the accounting of joint arrantents based on the
rights and obligations derived from these agreemaather than their legal form and distinguishess¢h
arrangements in joint ventures and joint operatidwgording to IFRS 11, unlike the earlier IAS 3ie existence
of a separate vehicle is not a sufficient conditionclassify a joint arrangement as a joint ventufer joint
ventures, where the partners only have rights ennét equity of the agreement, the standard esteslithe
shareholders’ equity method as the sole methodd&ermining entry in the consolidated statement. jBmt
ventures, where the partners have rights on thetsassid bonds for the liabilities of the agreemére, standard
establishes the direct entry in the consolidatatestent (and in the separate statement) of thejyota of the
assets, the liabilities, the costs and the earrdegsed from the joint operation.

In general terms, the application of IFRS 11 respiia significant degree of judgement in certain gamy sectors in
order to distinguish between a joint operation afjoint venture.

The standard is applicable retroactively startiguary ¥ 2014.

After the new standard IFRS 11 was issued, thedat@n AS 28 —Equities in associated companies-amasnded so as
to include in its area of application, startingtbe date on which the standard was actually appéist the equities in
companies under joint control.

The adoption of this new standard did not haveedfgcts on the area of consolidation of the Group

IFRS 12 — Additional information on the equitiesother companies — which is a new and completadstrd on
the additional information which must be suppliadhe consolidated statement for every kind of tgguicluding

those in subsidiary companies, the joint arrangasexssociated companies, companies for a spgciffpose and
other vehicle companies that are not consolidafée. standard is applicable retroactively startingJanuary %

2014.

The adoption of this new standard did not have effgcts on the information supplied in the “Condated Notes”
accompanying the consolidated financial statemgtiteoGroup.

Amendment to IAS 32 “Offset of financial assetsdafinancial liabilities”, which is intended to cify the
application of the criteria necessary to offsetfthancial assets and financial liabilities (i.Betentity currently has
the legal right to compensate the amounts regteraccounts and intends to extinguish for theraptaining or
realize the assets and, at the same time, extimghés liabilities). The amendments must be applettbactively
starting on January*12014.
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The adoption of these amendments did not have ff@st& on the consolidated statement of the Group.

Amendments to IFRS 10, IFRS 12 and IAS 27 “Inresit entities”, which, for investment companiesraduce
an exception to the consolidation of subsidiary panies, except for those cases in which the su@di supply
services that are accessory to the investmentisiconducted by the investment companies. Idyapgp these
amendments, the investment companies must evahgitenvestments in subsidiaries at fair valuee Tollowing

criteria have been introduced for determining tta¢us of investment company and, consequently irgpiaccess
to the above mentioned exceptions:

0 The company must obtain funds from one or morestors for the purpose of supplying management
services for the investment;

o The company must be committed to its investorsutsye the objective of investing the funds for the
sole purpose of obtaining earnings from the in@dascapital, from the revenue derived from the
investment or from both of the above; and

o The company must measure and evaluate the perfoar@Ersubstantially all the investments at fair

value.

These amendments must be applied, together witrethive standards, starting on January 1st 2014.

The adoption of these amendments did not have fé@st ®n the consolidated statement of the Group..

Amendment to IAS 36 “Reduction in the value afets” — Additional information on the recoverabdue of the
non-financial assets”. The modifications intenctkarify that the additional information to be suigpl concerning
the recoverable value of the assets (including gilcor cash generating units subject to impairtnsts, in the
case in which their recoverable value based onvédire net of the costs of disposal are relateg tmthe assets
and cash generating units for which a loss duedmation in value has been registered or re-entéueithg the
financial period. In this case, it is necessangtipply adequate information on the hierarchy of lthel of fair
value of the recoverable value and on the evalnatethods and the assumptions used (if levels 2 are
involved). The modifications must be applied rettogely starting on January'12014.

The adoption of these amendments did not have &gt ®n the consolidated statement of the Group.

Amendment to IAS 39 “Financial instruments: Reting and evaluation — Novation of derivatives and
continuation of hedge accounting”. The modificaioooncern the introduction of some exemptions t® th
requirements for hedge accounting defined by IASn3®e case in which an existing derivative mustréplaced
by a new derivative in a specific case in whicts thilbstitution is in relation to a Central Countety after the
introduction of a new law or regulation. The modifions must be applied retroactively starting anudry i'

2014.

The adoption of these amendments did not have ff@st ©n the consolidated statement of the Group.

IFRS and IFRIC accounting standards, amendments anthterpretations approved by the European
Union but not yet obligatory or not yet applied inadvance by the Group as of December 312014

On May 20" 2013 IFRIC 21-Levies was published —which supptilesifications concerning the moment when a
tax related liability imposed by a government gnfither than income tax) is registered. The stahdaals both
with the liabilities for taxes that are part of teplication of IAS 37 — Accruals, liabilities apdtential assets, as
well as those for taxes whose timing and amountcar&in. The interpretation must be applied rettigaly for
financial periods starting, at the latest, on JU22014 or later.

The directors expect that the application of tlésvrinterpretation will not have any effect on tlmmsolidated financial
statement of the Group.

On December %2013 the IASB published the document titled “Annlraprovements to IFRSs: 2010-2012
Cycle” which contains the modifications to sometloé standards as part of the annual process deditatthe
improvement of the latter. The main modificationsicern:

o IFRS 2 Share Based Payments — Definition of vestmdition. Some modifications were made in
the definition of “vesting condition” and “markebiedition” and additional definitions were made for
“performance condition” and “service condition” (iwh used to be included in the definition of
“vesting condition”);
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o IFRS 3 Business Combination — Accounting for caggimt consideration. The modification clarifies
that a contingent consideration as part of a bssimmbination classified as a financial asset or
liability must be remeasured at fair value at tlesare of each financial period and the variatiahs
fair value must be recorded in the income stateroeatong with the elements of the comprehensive
income statement on the basis of the requiremdnfso39 (or IFRS 9);

o IFRS 8 Operating segments — Aggregation of opagat@gments. The modifications require an entity
to give information concerning the evaluations magethe management in the application of the
aggregation of operating segments including a gegmn of the aggregated operating segments and
the economic indicators considered in determinfripé operating segments have similar economic
characteristics;

0 IFRS 8 Operating segments — Reconciliation of tofahe reportable segments’ assets to the entity’s
assets. The modifications clarify that the recoatidn between the total of the assets of the djpgya
segments and the total overall assets of the emiitst be presented only if the total of the asséts
the operating segments are regularly revised atitifeest decisional level of the entity;

o0 IFRS 13 Fair Value Measurement — Short-term retd®sand payables. The Basis for Conclusions
of this standard have been modified for the purgdsdarifying that with the issuing of IFRS 13 and
the subsequent modifications to IAS 39 and to IFR& will still be possible to enter into accounts
the trade payables and receivables without recgrttie effects of an actualization in the case that
such effects turn out to be non material,

o |IAS 16 Property, plant and equipment and IAS 38&rgible Assets — Revaluation method:
proportionate restatement of accumulated depreci@mortization. The modifications have
eliminated the inconsistencies in recording amati@n funds when a material or immaterial asset is
the subject of re-evaluation. The requirements sepdyy the modifications clarify that the grosdloa
value must be adapted to an extent that is consistith the re-evaluation of the load value of the
assets and that the amortization fund be equdledlifference between the gross load value and the
load value net of the losses of value enteredantmunts;

o |IAS 24 Related Parties Disclosures — Key managepersionnel. This modification clarifies that in
the case in which the services of an executive sfithtegic responsibilities are supplied by antgnti
(and not a physical person) this entity must besilared, in any case, a related party.

The modifications must be applied at the latestisawith financial periods beginning on February 2015 or later.

At this time the directors are evaluating the paeseffects that the introduction of these modifimas will have on the
consolidated statement of the Group.

- On December 122013 the IASB published a document titled “Annmprovements to IFRSs: 2011-2013 Cycle”
which included the modifications to some of thend&rds which is part of the annual process aimethat
improvement of the standards. The main modificatiooncern:

o IFRS 3 Business Combinations — Scope exceptiofofot ventures. The modification clarifies that
paragraph 2(a) of IFRS 3 excludes from the aregppfication of IFRS 3 the formation of all types of
joint arrangements, as defined by IFRS 11;

0 IFRS 13 Fair Value Measurement — Scope of portfekoeption (par. 52). The modification clarifies
that the portfolio exception included in paragr&zhof the IFRS 13 is applicable to all the consact
included in the area of application of IAS 39 (BRIS 9) independently of the fact that they satilséy
definition of financial assets and liabilities slipd by IAS 32;

o IAS 40 Investment Properties — Interrelationshipween IFRS 3 and IAS 40. The modification
clarifies that IFRS 3 and IAS 40 are not mutuabglasive and that, for purposes of determining if
the acquisition of real estate property is paihefapplication of IFRS 3 or of IAS 40, it is nesas/
to refer to the specifications supplied by IFRS ®pIAS 40 respectively.

The modifications must be applied starting with financial periods that begin on Januaty 2015 or later.

At this time the directors are evaluating the paeseffects that the introduction of these modifimas will have on the
consolidated financial statement of the Group.

- On November 21 2013 IASB published an amendment to IAS 19 “DefinBenefit Plans: Employee
Contributions”, which proposes to present the paysiérelative only to services rendered during fihancial
period) by the employee or by third parties to dedined benefit plans reducing the service cogheffinancial
period in which the payment was made). The needhferproposal arose with the introduction of tleeviAS 19
(2011), which stated that these payments must teepireted as part of a post-employment benefieatstof a
benefit of brief duration and, therefore, the pagtmaust be spread over the years of service oéthgloyee. The
modifications must be applied at the latest torfiial periods starting on Februar§ 2015 or later.
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At this time the directors are evaluating the passéffects that the introduction of these modifimas will have on the
consolidated financial statement of the Group.

Accounting standards, amendments and IFRS interpreitions not yet approved by the European
Union.

As of the date of publication of this document tkative committees of the European Union had ratgiven the
approval necessary for the adoption of the amenthaerd standards described below.

- On January 302014 the IASB published standard IFRS 14 — Regnfabeferral Accounts which allows only
those who are adopting the IFRS for the first timeontinue to record the amounts related to tketassubject to
Rate Regulation Activities according to the accmgnstandards they had used earlier.

Since the Company/Group is not a first-time adqptes standard is not applicable.

- On May @' 2014 the IASB issued some amendments to the at@iBRS 11 Joint Arrangements — Accounting
for acquisitions of interests in joint operationglated to the accounting of the acquisition o€iast in a joint
operation whose activity constitutes a businessraatg to the definition given by IFRS 3. The machtions state
that in these cases one must apply the standastsilsed in IFRS 3 related to the recording of tifeats of a
business combination.

The modifications must be applied starting on Jant& 2016 but application in advance is allowed.

At this time the directors are evaluating the paeseffects that the introduction of these modifimas will have on the
consolidated financial statement of the Group.

- On May 12" 2014 the IASB issued some amendments to IAS dpePty, plant and Equipment and to IAS 38
Intangibles Assets — “Clarification of acceptablethods of depreciation and amortisation”. The rications to
IAS 16 establish that the criteria for amortizatidetermined on the basis of income are not apptgpsince,
according to the amendment, the income generatech lagset which includes the use of the asseisttia¢ subject
of the amortization generally reflects factors taeg different from just the consumption of the remmic benefits
of the asset itself. The modifications to IAS 38aduce an assumption according to which an anaditiz criteria
based on income is normally considered inappropifait the same reasons established by the modificamade
to IAS 16. In the case of intangible assets, tlsisumption can be overcome but only in limited apdcgic
circumstances.

The modifications must be applied starting on Jan& 2016 but application in advance is allowed.

At this time the directors are evaluating the passeffects that the introduction of these modifimas will have on the
consolidated financial statement of the Group.

- On May 28' 2014 the IASB published standard IFRS 15 — Revdrm Contracts with Customers, which is
supposed to replace standard IAS 18 — Revenue tandasd IAS 11 — Construction Contracts, as welthes
interpretations IFRIC 13 — Customer Loyalty Prognaes, IFRIC 15 — Agreements for the ConstructiorReél
Estate, IFRIC 18 — Transfers of Assets from Custsnamd SIC 31 — Revenues-Barter Transactions lmglv
Advertising Services. The standard establishesramedel for the recognition of revenue which widl bpplied to
all contracts stipulated with clients except thdisat are within the area of application of the oth&S/IFRS
standards like leasing, insurance contracts anenéimal instruments. The fundamental paragraphs tlier
accounting of the income according to the new madelas follows:

o ldentification of the contract with the client;

Identification of the performance obligations i ttontract;

Setting the price;

Allocation of the price to the performance obligas in the contract;

Criteria for recording the income when the entitg Isatisfied the performance obligations.

O o0o0oo

The standard must be applied starting Januarg@17 but advance application is allowed.
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The management expects that the effects of thacagiph of IFRS 15 on the amounts entered as incanteon the
relative information included in the consolidat@thhcial statement of the Group will be insignifitaln any case, it is
not possible to offer a reasonable estimate ofetiiects until the Group has completed a detailealyais of the
contracts with its clients.

- On July 24' 2014 the IASB published the final version of IFRS Financial instruments. The document contains
the results of the phases related to the clasgditand evaluation, Impairment and Hedge accogntiithe IASB
project aimed at replacing IAS 39. The new standaitich replaces the previous versions of IFRS Qstnbe
applied to the financial statements starting orudan1st 2018 or later. After the financial crisis2008, upon
request of the principal financial and politicasiitutions, the 1ASB initiated a project aimed aplacing IFRS 9
and proceeded by stages. In 2009 the IASB publighg@liminary version of IFRS 9 which dealt exahesy with
the classification and evaluation of financial asskter, in 2010, they published the criteria thoe classification
and evaluation of financial liabilities and derenoitigpn (this latter subject was transferred uncleahtp IAS 39). In
2013 IFRS 9 was modified to include the general ehed hedge accounting. After the present publasativhich
again includes impairment, IFRS 9 can be considewdplete with the sole exception of the criteetated to
macro hedging for which IASB has undertaken a sdpaproject. The standard introduces new critegiattie
classification and evaluation of financial assets kabilities. In particular, for the financialsets the new standard
uses a single approach based on the managemerddseththe financial instruments and on the charastics of
the contractual cash flows of these financial asset the purpose of determining the evaluationeda and
replaces the different rules established by IASRS.the financial liabilities, on the other hatide main change
that has taken place is related to the accountie@trhent of the variations in fair value of a finmh liability
designated as a financial liability evaluated at ¥alue by means of the income statement, in #ee d¢hat these
variations are due to the credit worthiness ofciiapany issuing the liability. According to the nstandard, these
variations must be recorded in the chart showinthé®comprehensive income” instead of the incoratestent.
With reference to the impairment model, the newmdaddad requires that the estimate of the lossescgivables be
based on the model of expected losses (insteatieofmodel of incurred losses) by using factual imfation,
available free of charge or unreasonable efforicimclude historical, current and expected date standard
states that this impairment model must be appbedlitfinancial instruments, that is, to all find@lcassets evacuate
at amortized cost, to those evacuate at fair vedtmugh other comprehensive income, to the recégatberived
from rental contracts and trade receivables. Mageahe standard introduces a new model of hedgeuating for
the purpose of adapting the requirements contaimelde current IAS 39 which in the past have some$ been
considered too rigorous and not suited to refleetrisk management policies of the companies. Tai@ changes
in the document concern:

0 Increase in the kinds of transactions eligible iedge accounting, including also the risks for non
financial assets/liabilities that are eligible foanagement in hedge accounting;

o Change in the accounting methods for forward catgrand in the options when they include a hedge
accounting report for the purpose of reducing thlatility of the income statement;

o Modifications in the effectiveness test by meansubstitution of the current methods based on a
parameter of 80-125% with the principle of econonalation with the entry of hedge and hedging
instrument; moreover, an evaluation of the retigaceffectiveness of the hedging report will no
longer be required.

The greater flexibility of the new accounting rulissoffset by the request for additional information the risk
management activities of the company.

The management expects that the application of IFR#I have an insignificant impact on the amouatsl the data
contained in the consolidated financial statemdnthe Group. In any case, it is not possible toegiv reasonable
estimate until the Group has completed a detaitedlyais.

- On August 19 2014 the IASB published the amendment to IAS 2Equity Method in Separate Financial
Statements. This document introduces the optiomsofg in the separate statement of an entity theesiolders’
equity method for the evaluation of the equitiessimbsidiary companies with joint control and asstd
companies. Consequently, after the introductionthef amendment, an entity can record these equitids
separate statement or else:

0 Atcost; or
o According to IFRS 9 (or to IAS 39); or
0 By using the shareholders’ equity method.

The modifications are applicable starting on Jaya&r2016 but advance application is allowed.

At this time the directors are evaluating the palsseffects of these modifications on the sepamatadal financial
statements of the Company.
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- On September 112014 the IASB published an amendment to IFRS D I&$ 28 Sales or Contribution of
Assets between an Investor and its Associate ot J@nture. The document was published for the psepof
resolving the conflict that exists between IAS 2l 4FRS 10. According to IAS 28, the gain or ldisat is the
result of the sale or transfer of a non-monetagefto a joint venture or associated company iraxge for a
percentage of the capital of this latter is limitedhe percentage held in the joint venture ooeissed company by
the other investors who are not involved in thexgetion. On the contrary, the IFRS 10 standatbstthat the
recording of the entire profit or loss in caseasfd of control of a subsidiary company even ifahtity continues to
hold a non-controlling quota in the company, inahgrdin this case also the sale or transfer of aislidry company
to a joint venture or associated company. The neadibns introduced state that the sale/transfearosset or a
subsidiary company, the amount of profit or losat tmust be recorded in the statement of the shtlensferee
depends on the whether the assets or the subsatiargany that is sold/transferred constitute arimss, according
to the definition of the term given by standard 8R. In the case in which the assets or the surgidompany
that is sold/transferred represent a businessgettidy must record the profit or loss on the entjuota held
previously; on the other hand, in the opposite ctse quota of profit or loss relative to the qutitat is still held
by the entity must be eliminated.

The modifications must be applied starting on Jan& 2016 but advance application is allowed.

At this time the directors are evaluating the pgulsseffects that these new modifications may havéhe consolidated
financial statement of the Group.

- On September 35 2014 the IASB published a document titled “Annimiprovements to IFRSs: 2012-2014
Cycle”. The modifications introduced by the docutnemist be applied starting in the financial yeet begin on
January T 2016 or later. The document introduces modificatito the following standards.

o0 IFRS 5 — Non-current Assets Held for Sale and Ditooed Operations. The modification introduces
specific guide lines to the standard in the caaedh entity reclassifies an asset (or a dispasaip)
from the held-for-sale category to the held-forttligition category or vice versa, or when an asset
cannot meet the requirements for classificatiomeld-for-distribution. The modifications state that
(i) these reclassifications must not be considaed variation to a sales plan or to a distribugilzm
and the same classification and evaluation criteztaain valid; (i) the assets that no longer respe
the classification criteria for held-for-distriboti must be treated in the same way as an assesthat
no longer classified as held-for-sale;

o IFRS 7 — Financial Instruments: Disclosure. The ifications that regulate the introduction of new
guide lines to clarify whether a servicing contraghstitutes a residual involvement in a transterre
asset for the purposes of the information requirecklation to the transferred assets. Moreover the
modification clarifies that the information on tkempensation of financial assets and liabilities is
usually not explicitly requested for interim statats. In any case, this information may become
necessary in order to satisfy the requirementA& 34, in the case that it is a significant piee o
information;

o IAS 19 — Employee Benefits. The document introduceslifications to standard IAS 19 for the
purpose of clarifying that high quality corpordiends used to determine the discount rate of the
post-employment benefits must be in the same ccyresed for the payment of the benefits. The
modifications state that the magnitude of the miaodkédnigh quality corporate bonds to be considered
must be at the level of the currency;

o IAS 34 — Interim Financial Reporting. The documenitoduces some modifications for the purpose
of clarifying the requirements that must be methia case that the information requested is predente
in the interim financial report, but outside of tinéerim financial statements. The modificationtasa
that this information must be included, by meansaofross-reference from the interim financial
statements to other parts of the interim financéglort, and that this document must be available to
the readers of the statement in the same way athe aame time as the interim financial statements.

At this time the directors are evaluating the passeffects that these new modifications may havéhe consolidated
financial statement of the Group.

- On December 18 2014 the IASB published an amendment to IAS liscBsure Initiative. The purpose of the
modifications was to offer clarifications concemipieces of information which might be perceivedhstacles to
a clear and simple formulation of the statemenite modifications made were the following:

o Materiality and aggregation: the modification di@s$ that a company cannot hide information by
combining it or separating it from other informatiand that he considerations related to materiality
must be applied to the way in which the statemangsdrawn up, to the explanatory notes and the
specific information requirements of the IFRS. Teclosures specifically required by the IFRS must
be supplied only if the information is material;
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0 The charts showing the statement of financial pmsiand the statement of comprehensive income:
the modification clarifies that the list of entriggecified by IAS 1 for these charts can be contbore
separated as needed. Moreover, it offers guids fimethe use of sub-totals within the charts;

o Presentation of the elements of Other Comprehernso@me (“OCI”): the modification clarifies that
the quota of OCI of associated companies and jaéntures consolidated using the shareholders’
equity method must be presented combined togethes aingle entry which is then subdivided
between components subject to future reclassifindti the income statement;

o Explanatory notes: the modification clarifies ttiz entities may have some flexibility in definitig
structure of the explanatory notes and suppliedeglines on how to arrange the notes systematjcally
for example:

= They may emphasize the notes that are the mostriemicfor the comprehension of the
financial position (for example, by grouping togatinformation on particular assets);

= They may group together elements that are measisiag the same criteria (for example,
assets measured at fair value);

= They may follow the order of the elements presemtdtie charts.

The modifications introduced by the document mesapplied starting with the financial period thaglms on January
1% 2016 or later.

At this time the directors are evaluating the fleseffects that these new modifications may hawehe consolidated
financial statement of the Group.

- On December 182014 the IASB published a document titled “InvestimEntities: Applying the Consolidation
Exception (Amendments to IFRS 10, IFRS 12 and I88,Zontaining modifications related to problerhatthad
emerged after the application of the consolida¢irception granted to investment entities.

The modification introduced by this document mustalpplied starting with the financial periods thagin on or after
January T 2016, but application in advance is allowed.

At this time the directors are evaluating the pgulsseffects that these new modifications may havéhe consolidated
financial statement of the Group.
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SCOPE OF CONSOLIDATION

SUBSIDIARY COMPANIES

The consolidated financial statement of the El.&roup includes the statements of the Parent Compadyof the
Italian and foreign companies that ELLEn. S.p.Antoals directly or indirectly through a majority abtes in the
ordinary assembly. The companies included in tlopasof consolidation on the date of this reportlisted in the chart

below which also shows the percentage owned dyrectindirectly by the Parent Company:

Percentage Consolidated
held:
Company name: Notes | Headquarters | Currency Subscr. Direct Indirect Total Percentage
capital
Parent company:
El.En. SpA Calenzano (ITA) EURO 2.508.67
Subsidiary companies:
Deka M.E.L.A. Srl Calenzano (ITA) EURO 40.56( 85,00% 85,00% 85,00%
Cutlite Penta Srl Calenzano (ITA) EURO 154.62: 96,65Y% 96,65% 96,65%
Esthelogue Srl 1 |Calenzano (ITA) EURO 100.00( 50,00% 50,00%| 100,00% 100,00¥
Deka Sarl Lyons (FRA) EURO 155.66! 100,00¥ 100,00¥ 100,00¥
BC Tech GmbH (ex Deka Munchen (GER) EURO 100,00% 100,00Y 100,00¥
Lasertechnologie GmbH)
LT Tech of Carlsbad Inc. (ex 2 Carlsbad (USA) usb 2t 12,74% 87,26%| 100,00¥ 100,00¥
Deka Laser Technologies Inc.)
Lasit SpA Vico Equense EURO 1.154.00 70,00% 70,00% 70,00%
ITA
BRCT Inc. E\Iew) York (USA) usb no par valu| 100,00% 100,00Y 100,00¥
Quanta System SpA Solbiate Olona EURO 1.500.00r| 100,00% 100,00Y 100,00¥
ITA
Asclepion Laser Technologies 3 Sena{ (GER) EURO 2.025.00 50,00¥% 50,00%| 100,00% 100,00¥
GmbH
AQL Srl 4 | Vimercate (ITA) EURO 100,00%| 100,00% 72,50%
ASA Srl 5 Arcugnano (ITA) EURO 46.80( 60,00% 60,00% 51,00%
With Us Co Ltd 6 |Tokyo (JAP) YEN 100.000.00 78,85%|  78,85Y 78,85
Deka Japan Co. Ltd Tokyo (JAP) YEN 10.000.00 55,00% 55,00% 55,00
Penta Chutian Laser (Wuhan) (| 7 [Wuhan (CHINA) YUAN 20.467.30 55,00% 55,00% 53,16%
Ltd
Penta Laser Equipment 8 |Wenzhou YUAN 16.747.72 55,00% 55,00% 53,16%
(Wenzhou) Co Ltd (CHINA)
Lenap Inc. (ex Lasit Usa Inc.) 9 Hamden (USA) usb 100,00%| 100,00% 70,00%
Cutlite do Brasil Ltda Blumenau REAL 11.666.67 68,56% 68,56% 68,56%
(BRASIL)
Lasercut Technologies Inc. 10 |Hamden (USA) usb 50.00( 100,00%| 100,00% 100,00¥
Pharmonia Srl 11 |Calenzano (ITA) EURO 50.00( 100,00¢| 100,00% 100,00%
Deka Medical Inc 12 | San Francisco usb 1C 100,00%| 100,00% 100,00¥
USA
Quanta France Sarl 13 I(Daris)(FRA) EURO 51.50( 60,00% 60,00% 60,00%
JenaSurgical GmbH 14 |Jena (GER) EURO 200.001 100,00¥ 100,00% 92,50%

(1) owned by Elen SpA (50%) and
Asclepion (50%)

(2) owned by BRCT Inc. (87,26%) a
by EIEn Spa (12,74%)

(3) owned by Elen SpA (50%) and k
Quanta System SpA (50%)

(4) owned by Quanta System SpA
(8,35%) and by Lasit SpA (91,65%)
(5) owned by Deka Mela Srl (60%)
(6) owned by BRCT (78,85%)

(7) owned by Cutlite Penta Srl (55%
(8) owned by Cutlite Penta Srl (55%
(9) owned by Lasit SpA (100%)

(10) owned by BRCT (100%)

(11) owned by Asclepion (100%)
(12) owned by BRCT (100%)

(13) owned by Quanta System SpA
(60%)

(14) owned by Deka Mela Srl (50%)
and by Asclepion (50%)
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Operations conducted during this year
For the operations conducted during this year,galeafer to the description given in the paragr&bnificant events
which occurred during 2014” in the Management Repor

ASSOCIATED COMPANIES
ELLEn. SpA holds directly and indirectly equitias Gompanies in which, however, it does not havetrobnThese

companies are evaluated according to the sharaisbklpuity method. The equities possessed in asgatcompanies
are the following:

Percentage Consolidate
held: d
Company name: Notes | Headquarters Currency |Subscr.cap| Direct Indirect Total percentage
tal

Immobiliare Del.Co. Srl Solbiate Olona (ITA) | EURO 24.00(| 30,00% 30,00% 30,00%
Actis Srl Calenzano (ITA) EURO 10.20(| 12,00% 12,00% 12,00%
SBIS.A. Herzele (B) EURO 1.200.001| 50,00% 50,00% 50,00%
Elesta Srl Calenzano (ITA) EURO 110.00(| 50,00% 50,00% 50,00%
Chutian (Tianjin) 1 Tianjin (China) YUAN 2.000.00! 49,00%(  49,00% 26,05%
Lasertechnology Co. LTD
Quanta USA LLC 2 Englewood (USA) UsSD 19,50% 19,50% 19,50%

(1) owned by Penta Chutian
Laser (Wuhan) Co. Ltd (49%)
(2) owned by BRCT (19,50%)

Quanta USA LLC is considered an associated compaguse, although the EI.LEn. Group does not holek ri@n
20% of the stock, it still has significant influenthanks to the right to appoint one of the directo

Operations conducted during this period
For the operations conducted during this year,galeafer to the description given in the paragr&bnificant events
which occurred during 2014” in the Management Repor

EQUITIES IN OTHER COMPANIES

For the operations conducted during this year,galeafer to the description given in the paragr&nificant events
which occurred during 2014” in the Management Repor

On March 2% 2014 the Parent Company ELLEn. S.p.A. sold a blufck.100.000 shares in Cynosure Inc. (Nasdagq
CYNO), at the net price of 29,15 US dollars perrshar a total amount of 32 million US dollars (ab@3 million
Euros). This sale comported the entry in the incat@ement of a gross capital gains of 4.467 thwlidauros
calculated as the difference between the cost efeatuity and the amount cashed in, and a rectiicafor a
reclassification in the statement of comprehensigeme for 2.669 thousand Euros gross of fiscaa#, equal to the
difference between the cost and the fair valuéhef@ynosure shares as of Decembél2R13. Consequently, the sale
of these shares had a positive gross impact ostdtement of comprehensive income for an amoutit##7 thousand
Euros.

After this operation the Group has 998.628 Cynosin&es, equal to 4,565% of the capital. Thesesshaave been
evaluated at fair value on the basis of the Nasdarket quotation on December®32014, with a positive net impact
on the statement of comprehensive income beforstak3.263 thousand Euros.

TREASURY STOCK

On March % 2008, the shareholders’ meeting of the Parent @GoyfEl.En. SpA, voted to authorize the Board of
Directors to acquire, in compliance and within timeits established by articles 2357 and followirfgttee Civil Code,
within 18 months of that date, treasury stock repnéing not more than 10% of the capital stockcitoedance with the
law, at a price which was not less than 20% monremore than 10% more than the official price fogogations
registered on the day preceding the purchase. Wé&hsame vote they authorized the method for disgoof the
shares which can be put back into circulation witBiyears of the purchase at a price which ises# than 95% of the
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average of the official prices for negotiationsiségyed during the five days preceding the salegfalvhich must take
place respecting the laws in force in this regard.

Consequently, between March and April 2008 the BadrDirectors of El. En. SpA proceeded with theghase of
103.148 shares of the company at an average fdridg @7 Euros for a total of 2.575.611 Euros.

Upon request of the Board of Directors, the Shddehie’ Meeting of the Parent Company which met atober 2§
2010 renewed the authorization of the Board to lpase in one or more tranches, on the regular storket, and
therefore according to the conditions describedrin 144bis, sub-section 1, letter b) of th&egolamento Emittenti
Consoh and following the operative procedures estabtlshg the organization and management regulationthef
market issued by the Borsa Italiana S.p.A., withéhmonths of that date, treasury stock represergimymber of
ordinary shares which, in any case, consideringitivaber of shares already held in the portfoliesinot exceed one-
fifth of the capital stock, respecting the laws aegulations, at a price that is not more than 2808 or over 10% more
than the official price for negotiations registe@tthe day preceding the purchase. The voteeo$tiareholders’ also
authorized the Board of Directors to put the shdrask into circulation within ten years of the datiepurchase,
including those already held in the portfolio oncBmber 28 2010, at a price that is not less than 95% ofatrerage
official price for negotiations registered durifdgetfive days preceding the sale, all of which ntake place respecting
the regulations in force.

On October 8 2012 the Company sold 82.000 ordinary sharésea$ury stock at 25 Euros each, for a total amofunt
2.050.000 Euros to Laserfin S.r.l. as part of tnmant owed for the purchase of 10% of the sharePefa Mela S.r.I.
and 40% of the shares of Quanta System S.p.A.

Upon request of the Board of Directors, the shdote’ meeting that met on November™2012 authorized the
Board to buy, in one or more blocks, on the regsiack market, and consequently in conformity vaith 144bis, sub-
section 1, letter b) of thRegolamento Emittenti Cons@md according to the operating methods establitlyethe
management and organization rules issued by Btakaria S.p.A., within eighteen months of that datasury stock,
representing a number of ordinary shares whichanp case, considering the number of shares alrbaltlyin the
portfolio, does not exceed the fifth part of th@ital stock, in respect of the laws and rules, ptiee that is not more
than 20% less nor more than 10% more than theiaffelling price registered on the day precedivgpurchase.

The shareholders also voted to authorize the BofBirectors to return the shares to circulatiothivi ten years of the
date of acquisition at a price that is not less1t88% of the average of the official selling priegistered in the five
days preceding the sale, in conformity with altted regulations in force at the time.

Due to the selling operation described above, antbnsideration of the fact that no purchases wermected to the
vote of November 1% 2012, the treasury stock held in the portfoliotité Company was 21.148 shares for a total
amount of 528.062,54 Euros.

In the month of August 2014 the treasury stock hsldhe company was transferred as part of the payror the
acquisition of 19,5% of the quota of Quanta Aesthieaser USA LLC (Quanta USA). For further infornuat, please
consult the paragraph titled “Significant eventsalboccurred in 2014” in the Management Report.

STANDARDS OF CONSOLIDATION

The statements used for the consolidation of tlialreports are those of the individual companiégse statements
are opportunely reclassified and rectified in sactvay as to make them uniform with the accountitagndards and
IFRS evaluation criteria used by the Parent Company

The economic results of the subsidiary companies #re bought or sold during the year are includedhe
consolidated Income Statement from the actual ofgpeirchase to the actual date of sale.

In drawing up the consolidated financial statentbetassets and liabilities, the income and chaofi¢lse companies
included in the area of consolidation have all beetuded. We have not included the payables acelivables, income
and charges, profits and losses which have beesragte by transactions made between the consdlidatapanies.
The book value of the equity in each of the subsids is eliminated in the place of the correspaggiortion of the
shareholders’ equity of each of the subsidiarietutting the final adaptation at fair value on tleedof purchase; the
difference which emerges, if it is in the black gjpive), is treated as goodwill, and as such igmat into accounts, in
accordance with IFRS 3, as illustrated below. Ifsitin the red (negative) it is entered directlyoirthe Income
Statement.

The amount of capital and reserves of subsidiamgpamies corresponding to equities of third paisesntered under a
heading of the shareholders’ equity titled “Capié@d Reserves of third parties”; the portion of tmnsolidated
economic result which corresponds to the equitfethiod parties is entered into accounts underhtéading “Income
(loss) this year pertaining to third parties”.
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TRANSACTIONS IN FOREIGN CURRENCY

The accounting situation of each consolidated camps drawn up in the working currency of the partar economic
context in which each company operates. In theseuwsting situations, all of the transactions whigke place using a
currency that is different from the working currgrare recorded applying the exchange rate thatri®st at the time
of the transaction. The monetary assets and liggsillisted in a currency which is different frohetworking currency
are subsequently adapted to the exchange ratentomrehe date of closure of the period being presk

CONSOLIDATION OF FOREIGN CURRENCY

For the purposes of the Consolidated Statementjtsesssets, and liabilities are expressed in &uttee working
currency of the Parent Company, EIl.LEn. SpA. Fowdrg up the Consolidated Statement, the accourdifgations
with a working currency which is different from tleiro are converted into Euros using, for the asaed liabilities,
including goodwill and the adjustments made attthee of consolidation, the exchange rate in forcetlte date of
closure of the financial period being presented #odthe Income Statement, the average exchangs far the period
which approximate the exchange rates in force endtdite of the respective transactions. The relatifferences in
exchange rates are shown directly in the sharet®ldgquity and are displayed separately in a speeserve of the
same. The differences in the exchange rate arershothe Income Statement at the time that theidigyg is sold.
The first time that the IFRS were applied, the clative differences generated by the consolidatibthe foreign
companies with a working currency different frone thuro were reclassified into Retained earningss alowed by
the IFRS 1; consequently, only the differencesanversion accumulated and entered into accourgs déinuary
2004 are involved in the determination of the aptins and losses deriving from their possible.sa

For the conversion of the financial statementshefgubsidiary and associated companies using anmyrtthat is not
the Euro, the exchange rates used are as follows:

Exchange Rate Average Exchange
exchange rate Rate

Currencies 31/12/2013 31/12/2014 31/12/201
usD 1,3791 1,3285 1,2141
Yen 144,72 140,31 145,23
Baht 45,18 43,15 39,91
Yuan 8,35 8,19 7,54
Real 3,26 3,12 3,22

USE OF ESTIMATES

In applying the IFRS, the drawing up of the Cordatiéd Annual Report requires estimates and assoinsgtio be made
which affect the assets and liability figures of financial statement and relative information antential assets and
liabilities at the date of reference. The defirgtresults could differ from such estimates. Thaveges are used to enter
the provisions for risks on receivables, for obso#ace of stocks, amortization and depreciatiovaldation of assets,
stock options, employee benefits, taxes and otrerigions. The estimates and assumptions are peaibdreviewed
and the effects of any variation are reflectechinihcome Statement.

Goodwill is subjected to an impairment test in oredetermine any loss in value.

ACCOUNTING POLICIES

A) INTANGIBLE FIXED ASSETS WITH A FINITE AND INDEFINITE  LIFE

Intangible assets are those assets lacking arifidbte physical consistency able to produce futecenomic benefits.
They are entered at the historical purchase cbsiys net of the amortization applied in the cousééhe financial

years and directly ascribed to the single headifpe. Group has chosen to maintain historical aagher than fair
value, as the measurement criteria for intangibledf assets. In the case in which, independentiyh@famortization
already entered, there should be a loss of vahgefixed asset is correspondingly devalued; isubsequent financial
years the reasons for the devaluation should deasdst, the value is restored to a maximum liofiits original value,

adjusted only by the amortization.
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The costs incurred internally for the developmentew products and services constitute, dependmthe individual
case, tangible or intangible assets generatednaitgrand are entered in the assets only wherehallfollowing
conditions are satisfied: 1) where the technicasgality or intention to complete the asset sdacamake it available
for use or sale exists; 2) where there is a capémitthe Group to use or sell the asset; 3) thstemce of a market for
the products and services deriving from the assadf utility for internal purposes; 4) the ability the asset to generate
future economic benefits; 5) the availability offstient technical and financial resources to coetplthe development
and sale or internal use of the products and eesvileriving from it; 6) reliable assessment ofdbsts attributable to
the asset during its development. The capitalinatibdevelopment costs includes only the expensesried which
may be directly attributed to the development psscéResearch costs are entered in the Income Statem the
financial year in which they are incurred. The Qth@angible Fixed Assets with a finite useful lifee assessed at
purchase or production cost and amortized at ataohgate during their estimated useful life.

Goodwill and other activities which have an indiérife are not subject to systematic amortizatoart to an annual
impairment test. If the amount that can be recaVésestimated to be less than the relative bodkeyit is reduced to
the lowest recoverable value. A loss in value mwghimmediately in the Income Statement. For godiddeévaluations
are not subject to reversals of impairment.

Business combinations and goodwiill

Business combinations since January 2010

Business combinations are entered into accountg uke acquisitions method. The cost of an acdpisis evaluated
as the sum of the amount transferred measuredirataue on the date of the acquisition and the @amaf any
minority equities in the company acquired. For elgkiness combination the purchaser must evaludiadr aalue any
minority equities in the company acquired or elsgioportion to the quota of the minority equitythe net assets
indentified in the company acquired. The costs ajuisitions are entered into accounts and clasiséiemong the
management expenses.

When the Group acquires a business, it must classiflesignate the financial assets acquired bilili@s assumed in
compliance with the terms of the contract acquitkd,economic conditions and the other pertinentitions in force
on the date of the purchase. This includes thdieation conducted in order to establish if an imeated derivative
must be separated from the primary contract.

If the business combination takes place in mora thiee phase, the purchaser must recalculate thedhie of the
equity held previously and evaluated with the shelders’ equity method and report in the Incometeé®tent any
profits or losses which have been registered.

Every potential amount must be reported by the aser at fair value on the date of acquisition. Véeation in the
fair value of the potential amount classified aseaor liability will be reported in compliance WilAS 39, in the
Income Statement and in the chart showing the atberponents of the overall Income Statement. If ghtential
amount is classified in the shareholder's equiy,value must not be recalculated until its extorctis entered into
accounts against the capital and reserves.

Gooduwill is initially evaluated at the costs whiemerges from the excess between the sum of theraspaid and the
amount recognized for the minority quotas with exdgo the identified net assets acquired andigtdities assumed
by the Group. If the amount is less than the failug of the net assets of the subsidiary acqutred difference is
reported in the Income Statement.

Business combinations prior to Januafy2010
The business combinations registered before Jaiff&2910 were recorded following the previous versibthe IFRS
3 (2004).

B) TANGIBLE FIXED ASSETS

The assets have been entered at the purchase goetiaction cost, inclusive of accessory chargesof depreciation.
Ordinary maintenance expenses have been entirdgreghin the Income Statement. Maintenance costanof
incremental nature have been attributed to the @&ese they refer to and amortized according tordsdual possibility
of use of the said item

The Group uses the method of original cost as agpts fair value as the assessment criteria fagiléen fixed assets.
Specifically, in accordance with such standardsMdlue of land and of the buildings constructedt @ separated and
only the building is amortized.
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The aliquots used for depreciation are the follawin

Description Depreciation percentage
Buildings

- buildings 3.00%
Plants and machinery

- generic plants and machinery 10.00%

- specific plants and machinery 10.00%

- other plants and machinery 15.50%
Industrial and commercial equipment

- miscellaneous and minute equipment 25.00%
- kitchen equipment 25.00%
Other goods

- motor vehicles 25.00%

- forklift 20.00%

- lightweight constructions 10.00%

- electronic office equipment 20.00%

- furniture 12.00%

C) FINANCIAL CHARGES
Financial charges are registered in the Income@tant at the time in which they are sustained.

D) LOSSES IN VALUE OF ASSETS

At each date referred to in the financial year siothe tangible and intangible assets with a fififee have been
assessed for the purposes of identifying any indisaof loss in value. The recoverable value of goedwill and
intangible assets with an indefinite life, wheregant, have been estimated at each date of rederdribere is any
indication of a reduction in value the presumeduasin value is estimated.

The presumed cashing-in value is the higher oftweevariables, net sales price and utility valuedetermining the
utility value, expected cash flow are discountethgig pre-tax discount rate which reflects the entrmarket value of
the money rate referred to the investment periatsprecific risks of the business. For a businesg@oerating highly
independent flows of funds, the cashing-in valudésermined in relation to the cash-generating whiich the said
business belongs to. A loss of value is enterdtienincome Statement wherever the value enterethéoasset or the
relative cash generating unit which it is allocatieds higher than the presumed cashing-in vaNi¢ the exception of
goodwill, value losses are readjusted wherevec#uses which have generated them cease to exist.

E) FINANCIAL ASSETS : EQUITIES

Financial assets which consist of equities in aased companies are evaluated according to theekblaters’ equity
method, that is to say, for an amount equal toctiveesponding fraction of the shareholders’ eqsktgwn in the last
financial statement of the companies, after hawngtracted the dividends and after having maderdhtfications
required by the accounting standards used for digqwp the consolidated statement in compliance thi¢hlFRS to
make them compatible with the accounting standasedsl by the Parent Company.

The joint-venture companies are evaluated in thesalidated statement using the shareholders’ equétyrod, starting
with the date on which the joint-venture was itéghuntil it ceased to exist.

F) FINANCIAL INSTRUMENTS

Equities in other companies

The equities in other companies which are not slidgn$és or associated (usually with an ownershifes$ than 20%)
which are not owned with the intent of resellingirading them (the so-called “available for sal&fter being entered
into accounts, are evaluated at fair value. Thairmpsion for this disposition is that the fair valaan be reliably
estimated. When the fair value cannot be estimagigably the investment is evaluated at cost.

The profits and losses that are not made from thieaacial activities, according to IAS 39, areened into accounts
through the comprehensive statement of incomearstiareholders’ equity, in the fair value reseileese profits and
losses are transferred from the fair value reserdbe income statement when the financial ass#isfosed of or if the
asset loses value.

Financial instruments and financial assets at faivalue with variations entered in the Income Statem.

This category includes the assets held for negotisnd the designated assets, at the time thatwbee first reported,
as financial assets at fair value with variationteeed in the Income Statement. The Group evalugstéisancial assets
at the time for value registered in the IncomeeStant (held for negotiation) if the intention tdl sekem within a brief

period of time is still appropriate.



Stocks — financial assets available for sale

The financial assets that are available for saecaaluated at fair value, with effect on the shalgers equity with the
exception of the losses due to reduction in valuntil the financial asset is eliminated; at thimdi the total entered
earlier in the shareholder’s equity must be entérade Income Statement.

Trade receivables
The receivables are entered at cost (identifiedguie nominal value) net of any value losses,esponding to their
presumed cashing-in value.

Other financial assets

Financial assets are added and removed from tldial statement according to the date of negotiaéind are
initially evaluated at cost, inclusive of the chesgdirectly connected with the acquisition. At tudsequent dates of
the financial statement, the financial assets tdddd until expiry date are shown at cost amortiaedording to the
effective interest rate method, net of any devadumaapplied to reflect value losses.

Financial assets other than those held until etipirare classified as held for negotiation or kakde for sale and are
estimated at fair value each financial year wittnitaition respectively in the Income Statement unihe heading
“Financial Revenue (Charges)” or in a special nesa@f the Shareholders’ equity, in the latter castl such time as
they are cashed-in or until they have sufferedsa in value.

Cash and cash equivalents
This heading includes cash reserves and bank atscand other short-term financial investments githigh level of
availability which can be easily converted intotcas a negligible risk of varying in value.

Treasury stock
Treasury stock is entered against shareholdersityegqNo profit/loss is shown in the Income Statemnéor the
purchase, sale, issue or cancellation of treagonks

Trade payables
Commercial payables, the due date of which fallghiwithe normal commercial terms, are not discadirgad are
entered at cost (identified as their nominal value)

Financial liabilities

Financial liabilities are initially entered at fairalue net of the transaction costs directly attidble to them.
Subsequently, financial liabilities are estimateithwhe criteria of amortized cost, using the dfifex original interest
rate method.

Derivatives and measurement of hedging operations

Fair value hedge if a derivative is designated as a hedge agakpbsure to the fluctuations in the current vabfean
asset or a liability entered into accounts, thatlwa attributed to a particular risk which can eiffitne income statement,
the profit or loss derived from the later evaluatiof the current value of the hedging instrumaet shown in the
income statement. The profit or loss on the ambeimg hedged, that are attributed to the risk bemgered, modify
the book value of this amount and are enteredtirddncome statement.

Cash flow hedgeif an instrument is designated as a hedge agtiedluctuations in cash flow of an asset ormaility
entered into accounts or a highly probable plaroptation and which could have an effect on tledme Statement,
the efficient portion of the profits or losses twe financial instrument is shown in the sharehadequity. The profit
or loss accumulated are subtracted from the shhtetsd equity and entered in the Income Statementtie same
period in which the hedging operation is shown. phafit or loss associated with the hedge or witht tpart of the
hedge which has become ineffective, are enteredeitiately in the Income Statement. If a hedgingrimeent or a
hedging report are closed, but the operation wisiche subject of the hedging has not yet occuthesiprofits and the
losses accumulated and up to that time enterdttistiareholders’ equity, are shown in the Incorage8tent when the
relative operation actually occurs. If the openmatighich is the subject of the hedging is no longarsidered probable,
the profits and losses that have not yet beetivegshhind suspended in the shareholders’ equitinareediately shown
in the Income Statement.

Held for trading (instruments for negotiations) these are denafinancial instruments that are used for spemuiat
or negotiation purposes. They are evaluated avédire and variations are entered in the incontersiant.

G) INVENTORY

Stocks of raw materials and finished products aeduated at the cost or market value; the costeisrchined using the
method of average weighted cost. The evaluatiomwdntories is based on the basis of the directscokthe raw
materials and the labor and the indirect costsroflpction (variable and fixed). Devaluation progiss are also set
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aside for materials, finished products, spare martsother supplies considered obsolete or witbwa sirnover bearing
in mind the possibilities of reuse and sale.

Inventory stocks of works in progress are evaluatedhe basis of production costs, with referemcehte average
weighted cost.

H) RETIREMENT FUNDS AND EMPLOYEE BENEFITS

SEVERANCE INDEMNITY

Up until December 31 2006 the severance indemnity fund was considarddfined benefit plan. The regulating of
this fund was changed by law no. 296 of Decembét 2006 (“Legge Finanziaria 2007) and later decress a
regulations issued during the first months of 20Di.the basis of these modifications, and withipaldr reference to
companies with at least 50 employees, this ingtituts now considered a defined benefit plan excalg for the
amounts which matured before Januaty2D07 (and not yet liquidated in the financial staént) whereas for the
guotas which mature after that date, it is considexr defined contribution plan.

For defined benefit plans, the amount already nedltuis projected to estimate the amount to be aiaidle moment of
termination of the employment contract and subseijueecalculated, using the “Projected unit credathod”. This
kind of accounting methodology is based on theasfess demographic and financial nature so as toensakeasonable
estimate of the amount of benefits which each eyg@das already matured on the basis of the wark.do

By means of the actuarial estimate, therent service coswhich defines the amount of rights matured dutiing
financial year by employees is entered under thbdi costs” heading of the Income Statement andntieeest cost,
which constitutes the figurative charge which tbenpany would have to pay if it took out a loan ddqadhe severance
indemnity.

The actuarial gain and losses accumulated up ladil year which reflect the effects of changeshe &actuarial
hypotheses used, were entered pro-quota in themi@cBtatement for the rest of the average workife di the
employees when their net value not entered at nldeoé the preceding year exceeds the value ofigdity by 10%
(so-called corridor method).

In compliance with the transition rules stipulatgdIAS 19 in paragraph 173, the Group appliedaimendment to IAS
19 starting on January'12013 retroactively, re-determining the amounttheffinancial position shown on Januafy 1
2012 and December 312012, as though the amendment had always bediedpp

For defined contribution plans the Group pays dstgbution to a public or private pension fund @am obligatory,
contractual or voluntary basis. Once the contiing have been paid the Group has no further didige The
contributions they have paid are entered into titeme Statement when owed.

STOCK OPTION PLANS

The costs of staff labor remunerated by meansstdek option plarare determined on the basis of the fair value ef th
options granted to the employees at the date afrasent.

The calculation method for the determinatiorfaf valuebears in mind all the characteristics of the ogi¢auration
of the option, price and conditions for exercisihg options etc), as well as the value of the staickhe date of
assignment, of the volatility of the stock and loé interest rate curve again at the date of asgghoonsistently with
the duration of the plan. The Black & Scholes mgcmodel is used.

The cost is shown in the Income Statement duriegpiriod in which the rights granted mature, caeréid) the best
possible estimate of the number of options becorekggcisable.

In compliance with the IFRS 1, the said standarsi lheen applied to all the assignments subsequésiowember ¥
2002 which had still not matured by Januafy2005.

I) PROVISIONS FOR LIABILITIES AND CONTINGENCIES

The Group has shown the provisions for future cmy@ncies wherever, in the face of a legal or inifpéibligation to
third parties, it is probable that the Group wilie to use its resources to honor such an obligatia when a reliable
estimate of the amount of the obligation itself tEnmade. Variations in such estimates are refleictehe Income
Statement for the financial year in which the vidoiatakes place.

L) REVENUE RECOGNITION

The revenue from the sale of goods is recorded wlesignificant risks and benefits of the owngrsffithe goods are
transferred to the purchaser, which is normallytiime when they are delivered or shipped.

Financial revenue and charges are entered on #ig tfainterest matured on the net value of thatina financial asset
or liability using the actual interest rate.



M) ENTRIES IN FOREIGN CURRENCY
Assets and liabilities in foreign currency, withketbxception of real estate, are entered at theaggghrate in effect on
the day that the financial period was closed aed¢fative profits and losses are entered intdrtbeme Statement.

N) GRANTS

Contributions, from both public and third party yaie bodies are entereshen there is reasonable certainty of
receiving them and of satisfying the conditions édtaining them. Contributions received for specdixpenses are
shown among the other liabilities and creditedhe Income Statement at the moment in which the itond for
entering them are satisfied. Contributions receifeedspecific assets, the value of which is entexewng the tangible
or intangible assets, are shown either as direlttateon of the assets themselves or among the b#lities and are
credited to the Income Statement in relation topdeod of depreciation of the assets they refeGitants in operating
account are shown entirely in the Income Statena¢rthe moment in which the conditions for enterthgm are
satisfied.

0) FINANCIAL LEASING

Financial leasing operations are entered into awsousing the financial methodology which stiputatieat the fixed
asset acquired and its relative financing be edter® accounts. The relative amounts of depramiatind financial
charges are entered in the Income Statement.

P) TAXES

Income taxes include the current and deferred taa&silated on the taxable income of the compaoighe Group.
Current taxes represent an estimate of the amduhedncome taxes calculated on the taxable inctoméhe period.
Deferred income tax assets and liabilities havenbesculated on the basis of differences of a teamyonature
between assets and liabilities recognized for tabp@ses and the corresponding figures on the finhstatements
applying the current tax rate in force or esselgtiad force at the date of reference. Deferred @agets have been
entered as assets when it is probable that théy®ilecovered, in other words when it appearsylikeat the entity of
the taxable amount in the future will be sufficigatrecover the assets. The possibility of recupegadeferred tax
assets is re-examined at the closing of each finbyear.

Q) EARNINGS PER SHARE

The basic earnings per ordinary share are calculayedividing the portion of the Group’s net prddittributable to
ordinary shares by the weighted average of thenargishares in circulation during the financial ryeaxcluding
treasury stock. For the purposes of calculatingdihgted earnings per share, the weighted averdgheoshares in
circulation is modified by assuming the subscriptaf all the potential shares deriving from the \eension of stock
options having a diluting effect.
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Information on the Consolidated Statement of finaiat position

- Assets

Non-current assets

Intangible assets (note 1)

Breakdown of changes occurring in intangible fieasdets during the period is shown on the chartibelo

Balance Other Conversion  Balance

Categories 31/12/13 Variation (Devaluation) Operations (Amortizations) Adjustments  31/12/14
Goodwill 3.038.06! 3.038.06!
Costs of research, development 65.86¢ -21.95: 43.91:
Patents and rights to use patent 6.46¢ 56.14« -15.77 46.83:
others
Concessions, licences, trade m 171.59¢ 151.74: -117.81¢ 4.75¢€ 210.27t
and similar rights
Other 27.60( 8.401 -17.88¢ 18.11°
Intangible assets in progress an 153.39: 102.41¢ 255.81(
payments on account

Total 3.397.11! 384.56¢ -173.43. 4.75¢] 3.613.01

Goodwill

Goodwill, which constitutes the most significanihgqmonent of the intangible fixed assets, represingtexcess of the
purchase cost with respect to the fair value ofabgets acquired net of the current and poteriailities assumed.
Goodwill is not subject to amortization and is dbjto an impairment test at least once a year.

At the end of each impairment test, the singleiesitof goodwill have been placed in the respectossh generating
unit” (CGU) which has been identified. The identifieati of the CGU coincides with each juridical subjectd
corresponds to what the directors envision as their activity.

The following chart shows the book value of gootifait each ‘Cash generating unit”;

CASH GENERATING UNIT (CGU) Goodwill Goodwill
31/12/2014 31/12/2013
Quanta System S.p.A. 2.079.360 2.079§260
ASAS.r.l. 439.087% 439.082
Cutlite Penta S.r.l. 415.4¢5 415.465
Asclepion Laser Technologies GmbH 72.§58 72]758
Deka MELA S.r.l. 31.50p 31.5Q0
Total 3.038.06 3.038.045

As of December 312014 the recoverable value of the CGUs shown erchiart was subjected to an impairment test in
order to verify the existence of any losses in @dly comparing the accounting value of the unit #redrecoverable
amount, i.e., the current value of the expectedréufinancial flows which one supposes will be dedi from the
continued use and from the eventual disuse at itleoé the useful life of the unit. Results of thessts are shown
below.

Quanta System S.p.Athe recoverable amount was determined using seobnted Cash Flow (DCF) method by
actualizing the cash flows contained in the ecomsfimiancial plan approved by the Board of DirectofsQuanta
System SpA, which covered a time span from 2015201 order to determine the recoverable amourthefCGU
they considered the actualized financial flowstfer 3 years of explicit forecasts added to the itghvalue, assumed
at the same value of the perpetual revenue of ltve generated during the last year for which theses explicit
forecast.
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The main assumption of the economic-financial plaad to make the impairment test is related taytbeth rate of

the sales volume over the time span covered byldre The rates used in order to formulate thectsts used in the
impairment tests are consistent with the final datistered during 2014 and with the outlook far garticular market
in which they operate.

The Board of Directors considered the assumptionts the corresponding financials to be suitable forposes of

conducting the impairment test and approved thatsesbtained.

The actualization rate applied to the expected dlasts (WACC) is 9,44%; for the cash flows relatedthe years

following the period of explicit forecasts, we hypesize a long term growth rate “g” of 1,5%.

By determining the recoverable amount on the bafsisese parameters it was possible to avoid makimygreductions
in the value of the goodwiill.

An analysis of the sensitivity of the results wésaconducted: the recoverable amount remains hitjlae the book
value assuming the following hypothesis: a growtie r‘g” of 0,5% and a WACC +1% equal to 10,44%.

Cutlite Penta S.r.L. the recoverable amount was determined using tiseoDnted Cash Flow (DCF) method by
actualizing the cash flows contained in the ecowsfinancial plan approved by the Board of Directof<utlite Penta
S.r.l., which covered a time span from 2015-20%7otder to determine the recoverable amount ofGEdJ they
considered the actualized financial flows for thgears of explicit forecasts added to the termvadie, assumed at the
same value of the perpetual revenue of the flovegerd during the last year for which there wadieixforecast.

The main assumption of the economic-financial plaed to make the impairment test is related taytbevth rate of
the sales volume over the time span covered bypltére The rates used in order to formulate thecists used in the
impairment tests are consistent with the final datastered during 2014.

The Board of Directors considered the assumptioms the corresponding financials to be suitable dorposes of
conducting the impairment test and approved thatsesbtained.

The actualization rate applied to the expected dlasts (WACC) is 9,44%; for the cash flows relatedthe years
following the period of explicit forecasts, we hypesize a long term growth rate “g” of 1,5%.

By determining the recoverable amount on the hafsisese parameters it was possible to avoid makimgreductions
in the value of the goodwiill.

An analysis of the sensitivity of the results wéaconducted: the recoverable amount remains hitjlae the book
value assuming the following hypothesis: a growtie r‘g” of 0,5% and a WACC +1% equal to 10,44%.

ASA S.r.l.: the recoverable amount was determined using teeobDnted Cash Flow (DCF) method by actualizing the
cash flows contained in the economic-financial @aproved by the Board of Directors of ASA S.mlhich covered a
time span from 2015-2017. This company in Viceeaubsidiary of Deka MELA S.r.l, which operateshia sector of
Physical therapy, despite the difficult economimditions typical of the past few years, showed awgh in sales
volume and constant profitability. These resultsdenat possible to distribute significant dividends. order to
determine the recoverable amount of the CGU thegidered the actualized financial flows for theeans of explicit
forecasts added to the terminal value, assumdteagame value of the perpetual revenue of the emerated during
the last year for which there was explicit forecast

The main assumption of the economic-financial plaad to make the impairment test is related taytbeth rate of
the sales volume over the time span covered byldre The rates used in order to formulate thectasts used in the
impairment tests are consistent with the final datistered during 2014 and with the outlook far garticular market
in which they operate.

The Board of Directors considered the assumptioms the corresponding financials to be suitable dforposes of
conducting the impairment test and approved thaltsesbtained.

The actualization rate applied to the expected dlasts (WACC) is 9,44%; for the cash flows relatedthe years
following the period of explicit forecasts, we hypesize a long term growth rate “g” of 1,5%.

By determining the recoverable amount on the hafsisese parameters it was possible to avoid makimgreductions
in the value of the goodwiill.

An analysis of the sensitivity of the results wéaconducted: the recoverable amount remains hitjiae the book
value assuming the following hypothesis: a growtie r‘g” of 0,5% and a WACC +1% equal to 10,44%.

The verification of the procedures used for the ampent tests to determine if they were in confeynwith the

regulations prescribed in the international accimgnstandards was approved independently by thee S3oard of
Directors of the Parent Company.
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Other intangible fixed assets

The costs sustained by EI.LEn. S.p.A for the develaq of three new prototypes were entered undehéaeling of
“Research and Development costs”.

The “Patent and rights to use the patents of otheese related to the capitalization of the cosistained for the
purchase of patents by EI.LEn. and by Quanta System.

Under the heading “concessions, licenses, tradesvar#t similar rights” we have entered among othieigs, the costs
sustained in particular by the Parent Company ElaBd by the subsidiaries, Quanta System, WithR&ita Chutian
Wuhan and Penta Laser Equipment Wenzhou for netwand.

The residual heading of “Others” consists mainhthe costs sustained by the subsidiaries Quante8yS.p.A and
Deka Mela for the creation of software.

The “Intangible fixed assets in progress” refer mhaito the costs of research and development siestaby the
subsidiary ASA for the development of a prototypevrin progress.

Tangible fixed assets (note 2)

Breakdown of changes occurring in the tangibledigssets is shown on the chart below:

Balance Other Conversion Balance
Cost 31/12/13 Increments  Devaluations operations (Disposals) Adjustment 31/12/14
S
Lands 3.570.96! 1.358.471 66.01: -184.85¢ 146.83¢ 4.957.43
Buildings 14.793.30 2.924.101 154.02¢ -515.25! 61.647(17.417.82
Plants and machinery 4.221.80! 1.247.48! -1.28¢ -37.42¢ 7.851| 5.438.43
Industrial and commercial equipmet 9.580.28I 1.556.47: -75.92( -238.01: 67.19%] 10.890.02
Other goods 8.737.21 704.69¢ -197.58¢ -278.10: 94.05¢| 9.060.27!
Tangible assets under construction 285.57¢ 301.25( -220.03 7.60( 374.39:
Total 41.189.15 8.092.49: -274.79°| -1.253.64 385.18¢| 48.138.39
Balance Other Conversion Balance
Depreciation provisions 31/12/13  Depreciation Devaluations operations (Disposals) Adjustment 31/12/14
S
Lands
Buildings 2.917.41 499.52( -125.48¢ 14.79: 3.306.23!
Plants and machinery 2.785.26! 360.84< -9.87¢ -34.06¢ 6.30%| 3.108.47
Industrial and commercial equipmet 7.578.87! 905.62: -50.22¢ -192.28: 52.91f( 8.294.90:
Other goods 6.054.25! 770.72° -197.07- -175.43: 49.33:| 6.501.80!
Tangible assets under construction
Total 19.335.80 2.536.71. -257.17! -527.26° 123.34']21.211.42
Balance Other (Depreciations Conversion Balance
Net value 31/12/13 Increments operations and (Disposals) Adjustment 31/12/14
devaluations) S
Lands 3.570.96! 1.358.471 66.01: -184.85¢ 146.83¢ 4.957.43
Buildings 11.875.88 2.924.101 154.02¢ -499.52( -389.76! 46.85f14.111.59
Plants and machinery 1.436.541 1.247.48! 8.58¢ -360.84: -3.361 1.55Z| 2.329.95!
Industrial and commercial equipmet 2.001.41. 1.556.47: -25.69: -905.62: -45.72¢ 14.28(| 2.595.12.
Other goods 2.682.96! 704.69¢ -514 -770.72° -102.67: 44.72%| 2.558.47.
Tangible assets under construction 285.57¢ 301.25( -220.03 7.60( 374.39:
Total 21.853.35 8.092.49: -17.62: -2.536.71. -726.38: 261.84]26.926.97

According to the accounting standards being usedyalue of the land is separated from the valub@buildings that
are located on it and the land is not amortizecabse it is considered an element with an unlimitsefful life. The
value of the land on December®3014 was 4.957 thousand Euros. The increase shitwriespect to last year is due
to the investments made by the Parent Company ESEnA., and by the subsidiaries Cutlite Pentaléygon GmbH
and Quanta System SpA which were part of the filsrieasing operations described below; the othevements
include the clearance account for the deposits lpatdyear by EI.LEn. and are related to the sameepif land.
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The heading of “Buildings” includes the buildingnaplex in Via Baldanzese a Calenzano (Florence)revtiee Parent
Company operates along with the four subsidiariekalM.E.L.A. Srl, Cutlite Penta Srl, Esthelogue &1l Pharmonia
Srl, the new building complex in Via Dante Alighiafso in Calenzano, purchased in 2008, and thear@epurchased
in 2014, the building in the city of Torre Annuntagurchased in 2006 for the research, developamshtproduction
activities of the subsidiary Lasit SpA, and thelding in Jena, Germany which since May of 2008 lksube activities
of the subsidiary Asclepion GmbH and the buildingghased in Samarate (VA) at the end of the yedh&pubsidiary
Quanta System SpA as a financial leasing and therefntered into accounts according to IAS 17 uimeJthe Group
sold the building in Branford, Connecticut, whiclasvheld by the subsidiary BRCT. In the column ofcfements”
therefore we have entered the remainder of thescaisstained by ELLEn. SpA for the purchase of ddimg in
Calenzano and the value of the Quanta buildingleyim the other movements we have entered theasiea account
for the amount paid by the Parent Company as asitdfjoo the purchase of the same building.

The increase in the category of “Plants and macyirere related in particular to the investmentsdmay the Parent
Company ELEnN. SpA, by Asclepion GmbH, by Pentaet&uipment (Wenzhou) Co Ltd and by ASA Srl.

The heading of “Industrial and Commercial Equiprieafers in particular to EI.LEn. and to the sulmiks With Us,
Asclepion GmbH, Quanta System, Lasit S.p.A, DekzadaWuhan Penta Chutian and Deka Mela; for thisrlait
should be recalled that, as in the past, we hapéatized the costs of some of the machinery solith wperative
leasing; these sales, in fact, have been consigeredvenue from multi-year leasing in compliand whe IAS/IFRS
standards.

The increase in the category of “Other Goods” ef@rinly to the purchase of new motor vehicles alegtronic
equipment.

The increases entered in the category of “Tangiblets under construction” refer mainly to thdahitosts sustained
by Penta Laser Equipment (Wenzhou) Co Ltd for a faatory.

Equity investments (note 3)

The chart below provides information on the eqintyestments:

31/12/14 31/12/13 Variation Var. %
Equity investments ir
associated companies 2.930.730 916.988 2.013.74p 219,60%
other companies 22.618.57B 40.651.183 -18.032.55p -44,36%
Total 25.549.30 41.568.1p1 -16.018.81 -38,549

Equities in associated companies

For a detailed analysis of the equities held byuprm associated companies, refer to the paragrelptive to the
scope of consolidation

It should be recalled that the associated compdmewobiliare Del.Co. Srl, Smartbleach InternatioB#l (SBI SA),
Elesta Srl, Chutian (Tianjin) Lasertechnology Ctd B Quanta Aesthetic Lasers Usa, LLC are condelilasing the
shareholders’ equity method.

The increase with respect to Decembef' 2013 refers mainly to the acquisition of the eguit Quanta Usa as
described above.

The amounts of the equities in associated compaedggstered in the statement are, respectively:

Immobiliare Del.Co. S.r.l.: 256thousand Euros
Actis S.r.l.: 1thousand Euros
SBI S.A.: 163thousand Euros
Elesta S.r.l.: 34thousand Euros
Quanta Aesthetic Lasers USA, LLC: 2.0kgusand Euros

Chutian (Tianjin) Lasertechnology Co. Ltd: 121thousand Euros
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Quanta Usa LLC: the value of the equity includes goodwill for Iyfilion Euros. The use value was determined with
the Discounted Cash Flow (DCF) method actualizhegdash flow in the economic-financial plan havengime span
from 2015-2017. For the purpose of determiningube value of the CGU we considered the financal fhctualizing
three years of explicit forecast added to a termialue assumed at the same current value of tipepel yield of the
flow generated last year that was the subjectegttplicit forecast.

The main assumption of the economic-financial plaed to run the impairment test is related to tiosvth rate of the
sales volume considering the time span coverethdyplan. The rates used to formulate the foracsedt as part of the
impairment test are consistent with the data resabitliring 2014.

The written assumptions and the corresponding fiiads were considered suitable for conducting thpairment test
by the Board of Directors who approved the results.

The actualization rate applied to the expected fasts (WACC) is 6,28%; for the cash flows relatedthe financial
periods following the period of explicit forecaste expect a long term growth rate “g” of 1,5%.

Determining the use value on the basis of thesanpaters made it possible to avoid any reductioriiérvalue of the
goodwill.

An analysis of the sensitivity of the results wésaconducted: the recoverable amount remains hitjlae the book
value assuming the following hypothesis: a growtie ‘g” of 0,5% and a WACC +1% equal to 7,28%.

The chart below shows a summary of the data retatéte associated companies:

Revenues ani  Charges anc

Total AssetsTotal liabilities  Net income (Loss) other income expenses
Actis Active Sensors Srl (*) 223.207 111.410 14.229 92.844 78.615
Elesta Srl (ex IALT Scrl) 2.479.030 1.792.654 66.766 1.688.409 1.621.643
Immobiliare Del.Co. Srl 1.058.48 999.735 9.230 152.024 142.794
S.B.I. SA 372.347 46.501 -120.341 106.880 227.221
Quanta Aesthetic Lasers USA, LLC 2.358.361 1.877.852 725.215 7.594.740 6.869.525
Chutian (Tianjin) Lasertechnology Co. Ltd 382.976  137.347 7.763 307.147 299.384

(*)Data on December 312013

Equities in other companies

The decrease in the entry of “Other companies” arting to 18.033 thousand Euros is mainly due to:

1) -21.248 thousand Euros for the sale on March 2014 by the Parent Company EL.En. S.p.A. of @lblof
1.100.000 shares of Cynosure Inc., a company qumtethe Nasdaq market, at the net price of 29,15 US
dollars per share for a total of 32 million US dod.

2) 3.263 thousand Euros (3.218 thousand Euros fntteofiscal effects in OCI) evaluate at fair valioe the
remaining. 998.628 shares of Cynosure, equal t654bof the capital as opposed to the 9,65% held on
December 3% 2013. On the basis of the quotation of the shaneBecember $12014 on the Nasdaqg market,
the fair value of the above mentioned equity i$32.thousand Euros.

The sale of the Cynosure shares generated a redutthe fair value reserve of 2.632 thousand Emet of the fiscal
effect and a gross capital gains in the incomestant for an amount of 4.467 thousand Euros.
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Financial receivables/Deferred tax assets/Other romrrent receivables and assets

(note 4)

Other non current assets

Financial receivables vs associated
Deferred tax assets
Other non current assets

Total

31/12/2014 31/12/2013 Variation Var. %
30{000 -30.000 -100,00%
5.682.389 6.122.854 -440.466 -7,19%
2.823 4.459 -1.636 -36,69%)
5.685.21 6.157.31 -472.10 -7,67%

As of December 312013 the entry “Financial receivables vs assodiatempanies” was related to the financing

granted to Actis Srl which, during 2014, was resiffsd among the short term receivables under thadimg of
“Financial receivables vs associated companies”.
For an analysis of the heading “Deferred tax a%sedfer to note (16) below concerning the analysigleferred tax

assets and liabilities.
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Current Assets

Inventory (note 5)

The chart below shows a breakdown of the inventory:

Inventories:

Raw materials and consumables

Work in progress and semi finished produc
Finished products and goods for sale

Total

31/12/14 31/12/13 Variation Var. %
24.283|384 24.200.242 83.142) 0,34%
s 15684, 13.139.284 2.062.401 15,70%
10.995/606 11.032.537 -36.931 -0,33%
50.480.67 48.372.06 2.108.61 4,36%

The chart shows the increase in the amount of fmantory which is concentrated mainly in the gatg of work in
progress. The overall increase is less than thetgrim the sales volume generated during this year.

The chart below shows the breakdown of the totamtory, distinguishing between the amount of oftgostock from
the gross amount.

Inventory:
Gross amount

minus: devaluation provision

Total

31/12/2014 31/12/2013 Variation Var. %
58.212.373 55.556.30% 2.656.071 4,78%
-7.731.6P4 -7.184.235 -547.459 7,62%
50.480.67 48.372.06 2.108.61 4,36%

The incidence of the obsolescence fund on the gralse of the inventory rose from 12,9% on Decen®iér 2013 to
13,3% on December 32014. The fund is calculated so as to align theksvalue with the presumed selling price and
recognizing, where necessary the obsolescencd@ndatation.

Trade receivables (note 6)

Receivables are composed as follows:

As the chart shows, the main increase is in theivables from the other European and non-Europeantdes due to
the greater growth in the sales volume in thesasare

Debtors 31/12/14 31/12/13 Variation Var. %

Trade debtors 47.277.22L 41.854.68b 5.422.586 12,96%
IAssociated debtors 670.219 690.463 -20.244 -2,93%
[Total 47.947.44, 42.545.14 5.402.292 12,70%
Trade debtors: 31/12/2014 31/12/2013 Variation var. %

ltaly 17.396.72p 20.395.02)7 -2.998.3p5 -14,70%
European Community 6.721.882 6.438.80p 283.080 4,40%
Outside of European Community 28.504 399 22.875.33B 5.629.061 24,61%
minus: devaluation provision for debtors -5.345{782 -7.854.48p 2.508.700 -31,94%
Total 47.277.22 41.854.68 5.422.536 12,96%



The chart below shows the operations which tookeptais year for devaluation of receivables:

Provision for bad debts 2014 2013
At the beginning of the period 7.854.482 6.127.474
Amounts accruedl 1.146.904 1.587.897
Amounts utilized -4.222.079 -768.842
Unused amounts reversid -16.784 -65.670
Other operations 547.467 983.418
Conversion adjustment 35.792 -9.795
At the end of the period 5.345.782 7.854.482

Breakdown of trade receivables from third partgestiown below:

IAccount receivables vs. third parti 31/12/2014 31/12/2013

To expire 32.764.36) 24.465.58D
Expired:

30 days 7.473.52 8.819.393
60 days 1.754.24 3.006.149
90 days 1.494.79 1.264.429
180 days 1.259.28 1.484.929
over 180 days 2.531.00 2.814.20p
Total 47.277.22 41.854.68p

The chart below shows the trade receivables frard farties listed by type of currency:

IAccount receivables in: 31/12/2014 31/12/2013
Euros 29.331.38Pp 30.818.2b5
USD 5.241.658 4.005.547
Other currencies 12.704.174 7.030,883
Total 47.277.221L 41.854.685

The value in Euros shown on the chart for receesloriginally expressed in US dollars or other @ncies represents
the Exchange rates in use on Decembé&r 2014 e del December 32013.

For a detailed analysis of the trade and finaneie¢ivables from associated companies, pleaseteefee paragraph in
the chapter titled “Related parties”.
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Tax receivables/Other receivables (note 7)

The chart below shows a breakdown of tax receiwadhe other receivables:

31/12/2014 31/12/2013 Variation Variation %
Tax debtors
VAT credits 5.475.183 3.526.524 1.948.659 55,26%
Income tax credits 1.142.754 727.543 415.213 57,07%
Total tax debtors 6.617.939 4.254.0671 2.363.877 55,57%
Financial receivables
Financial receivables from third parts 714.108 1.382.649 -668.541 -48,35%)
Financial receivables from associated companies .5661 63.565 -2.000 -3,15%)
Total 775.673 1.446.214 -670.541 -46,37%
Other receivables
Security deposits 265.640 248.903 16.737 6,72%
Down payments 3.104.68( 1.778.687 1.325.993 74,55%
Other credits 4.268.783 2.850.144 1.418.637 49,77%
Total 7.639.109 4.877.734 2.761.367 56,61%
Total financial and other receivables | 8.414.77E| 6.323.95(] 2.090.826' 33,06%

The financial year closed with a VAT credit of oMb million Euros which was mostly a result of thiense export
activity of the Group.

Among the income tax receivables we have entereditsrderived from the difference between the pistieg tax
credit or down payment and the tax debt which hatuned by the date to which the financial statennefars. It also
includes the credit due to the Parent Company arsbine of the Italian subsidiaries from the taharities, for the
amount of the reimbursement of the excess IRESstpaéd due to the failure to deduct the relativéPRrom the
expenses for personnel and similar, in conformit art. 2, sub-section 1-quater, D.L. 201/2011.

The changes in the other receivables are due migirthe increase in the down payments to suppliers.

The heading “other receivables” includes, amongiothings, the evaluation at fair value accordindAS 39 of the
derivative contracts signed by the subsidiary WighCo Ltd. In particular:

- The subsidiary entered into two derivative cortsdcurrency rate swap'for hedging the risk of the Euro/Yen
Exchange rate. The first contract expires in Au@t8 and on December 82014 had a nominal value of
2.150.000 Euros, the fair value on Decembe¥ ®As 16.116 Euros; the second contract expires ancivl
2019, has a nominal value on Decembeél 2014 of 2.500.000 Euros, and the fair value is738 Euros.

For a detailed analysis of the financial receivaldfflem associated companies, please refer to theniag chapter
regarding “Related parties”, in this document.

Other current financial assets (note 8)

Investments which are not permanent: 31/12/2014 31/12/2013 Variation Var. %
Other investments 299.995 -299.995 -100,00%
Total 299.99 -299.99 -100,00%

The amount entered under the heading of “Othersimvents” as of December 32013 consisted of mutual funds held
by the French subsidiary Deka Sarl which were doldng the year.
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Cash and cash equivalents (note 9)

Cash at bank and on hand is composed as follows:

Cash and cash Equivalents: 31/12/2014 31/12/2013 Variation Var. %

bank and postal current accounts 73.763|068 42.833.784 30.929.28( 72,21%

cash in hand 40.515 34.296 6.219 18,13%
Total 73.803.58 42.868.0 30.935.499 72,16%

For an analysis of the variations in cash and eagiivalents, please refer to the cash flow statésnen
Net financial position as of December 32014

The net financial position of the Group as of DebenBf' 2014 expressed in thousands of Euros, was assill

Net financial position

31/12/201. 31/12/201:
Cash and bank 73.80¢ 42.86¢
Financial instruments 0 30C
Cash and cash equivalents 73.80¢ 43.16¢
Short term financial receivables 714 1.38¢
Bank short term loan (17.634 (13.612
Part of financial long term liabilities due withir2 months (3.861 (2.151
Financial short term liabilities (21.494 (15.763
Net current financial position 53.02¢ 28.78¢
Bank long term loan (2.604 (4.670
Other long term financial liabilities (3.303 (2.299
Financial long term liabilities (5.907 (6.968
Net financial position 47.11¢ 21.82(

The net financial position of the Group has impaby about 25,3 million Euros with respect to Debem3£' 2013
and amounts to about 47,1 million Euros.

The increase is mainly due to the cash receivedhamount of 32 million dollars, equal to abo8trillion Euros,
for the sale of the Cynosure shares described above

This money was also used by the Parent CompanynESE.A. to pay dividends to third parties for #maount of
about 2.402 thousand Euros and by the subsidiBe&a Mela S.r.l., Lasit S.p.A., and ASA S.r.l. tbe amount of 548
thousand Euros.

Cash was also used to pay for the acquisitionemtbnth of August of the equity in Quanta Usa f@ rillion dollars.

The financial receivables amounting to about 62islamd Euros owed by associated companies are exkcftan the
net financial position because they are conneatdtle company policy of financial support giverthie companies of
the Group (for details, see the information on teglaparties). In continuation of past policy it wascided not to
include this financing in the net financial positiof the company shown above.

For further details and information, please refethe cash flow statement.
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Information on the Consolidated Statement of finaiat position
- Liabilities
Share Capital and Reserves

The main components of the shareholders’ equitghosvn below:

Share Capital(note 10)

As of December 312014, the capital stock of the EL.En Group, whioincides with that of the Parent Company, was
as follows:

Authorized Euros 2.508.67

Underwritten and deposited Euros 2.508.67

Nominal value of each share 0,52|

Categories 31/12/2013 Increase. (Decrease.) 31/12/2014

No. of Ordinary Shares 4.824.36: 4.824.36!
Total 4.824.36: 4.824.36!

Shares are nominal and indivisible and each of tigaras the holder the right to one vote in all théinary and

extraordinary assemblies as well as the other fiiahand administrative rights granted in accor@awih the law and
the Statute. At least 5% of the net profits of fihancial year must be set aside for the legamesin accordance with
art. 2430 of the civil code. The remainder is distted to the shareholders, unless the assembgs\atherwise. The
Statute does not allow advance payments on thdetidis. Dividends not cashed within five years fitbim date of

emission are returned to the Company. No spedaltsiry clauses exist with regard to the particgpabf shareholders
in the remaining assets in the event of liquidatida statutory clauses exist granting special [ggés.

Additional paid in capital (note 11)

On December 312014 the share premium reserve, coinciding wittt tf the Parent Company, amounted to 38.594
thousand Euros, unchanged with respect to Dece&iBet013.

Other reserves (note 12)

Other reserves 31/12/2014 31/12/2013 Variation Var. %
Legal reserve 537.302 537.302 0,00%
Extraordinary reserve 42.045.1171 42.447.947 -402.825 -0,95%
Reserve for translation adjustments 3.574 276.619 -273.044 -98,71%)
Stock options reserve fund 1.811.378 1.811.279 0,00%
Reserve for contributions on capital account 476|65 426.657 0,00%
Other reserves 5.467.454 4.993.630 473.828 9,49%
Total 50.291.38 50.493.42 -202.04 -0,40%)

As of December 31 2014 the “extraordinary reserve” amounted to 48.thousand Euros; the decrease with respect to
December 3% 2013 is related to the distribution of dividendstbe parent company EL.En. S.p.A., as approvethby
Shareholders’ meeting on May1$014.

The reserve “for stock options” includes the eqgl@imaof the costs determined in accordance withSFRRof the Stock
Option Plans assigned by El.LEn. SpA.

The conversion reserve summarizes the effects efvéitiations in the exchange rate on the investnanforeign

currency. The effects for the year 2014 are showthé column “ Comprehensive (loss) income ” in $hareholders’
equity chart.
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The reserve for contributions in capital accounstie considered a reserve of profits.

The variation in the other reserves is mainly du¢hie sale of the Cynosure stock already descritmd/e and the
evaluation at fair value of the residual share®eoember 31 2014.
Treasury Stock (note 13)

As described in detail in the paragraph relatedhto scope of consolidation, it should be recalleat in the third
quarter of 2014 the treasury stock held by the RaB®mpany amounting to 528.063 Euros was soldaasqgi the
payment for the acquisition of a quota of 19,5%Q0fanta Aesthetic Laser USA LLC (Quanta USA).
Profits/losses brought forward (note 14)

This category includes a synthesis of the contidubf all the consolidated companies to the shaldshs’ equity of
the Group.
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Non-current liabilities

Retirement funds and employee benefits (note 15)

The chart below shows the operations which haventgitace during this financial period.

Balance Balance

31/12/2013 Accrual Utilization Payment to complemeary 31/12/2014
pension forms, to INPS
fund and other movements

3.115.099] 1.250.632] -207.321| -458.18q 3.700.22

The severance indemnity represents an indemnityctwlis matured by the employees during their peradd
employment and which is paid upon termination opkryment.

For IAS purposes the payment of a severance indgnepresents a “long term benefit subsequent éaehmination

of employment”; this is an obligation of the “deduh benefit” type which entails entering a liabilgymilar to that
entered for defined benefit pension plans.

As far as the companies located in Italy are coredrafter the modifications to the severance indgnn conformity

with the Law of December 372006 (and later modifications), for IAS 19 purpmsenly the liability relative to the
matured severance provision left in the comparg/ lieen evaluated because the quota maturing hasplaékto a
separate entity (complementary pension type). Ads@mployees who have explicitly decided to keleg indemnity
provision in the company, the indemnity maturedsidanuary L 2007 has been paid into the treasury Fund managed
by INPS. This provision, according to the finandealk 2007, guarantees the employees working irptheate sector

the payment of the severance indemnity for the arnhoorresponding to the payments deposited toattter |

It should be recalled that the “corridor methodh (the basis of which the total net worth of theuadal gain or loss
was not entered until its total value exceeded b@te present value of the liability) has beenlisbed, since IAS 19
revised for the evaluation of the present value of tiadilities related to the defined benefit planscsidanuary 51
2013 requires the use of the “Projected Unit ofd@rélethod” in which the actuarial gain and lossesist be
immediately entered into accounts in the stateneéntomprehensive income and the related amountsngntioe
reserves in the shareholders’ equity.

The value of the liabilities on December'32014 was 3.646 thousand Euros.

The hypotheses used to establish the indemnitygrisummarized in the chart below.

Financial hypotheses Year 2013 Year 2014

Annual implementation rate 3,17% 1,49%

Annual inflation rate 2,00% 1,50%

Annual increase rate of salaries Executives 2,00% xectives 2,00%

(including inflation) White collar workers 0,5040W\hite collar workers 0,50%
Blue collar workers 0,509 Blue collar workers@/®

The interest rate used to determine the currentevaf the liability was based on the rate of iB@&A 10+ for the
amount of 1,49% in conformity with the criteria ddast year.

The amount entered in the column “Payment to cometgary pension forms, to INPS fund and other marés? of
the chart showing the activity in the severanceemdity fund mostly represents the severance indgniuotas
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deducted from the fund because they were intendedther additional non-company funds or to theagstey Fund
managed by INPS (with particular reference to tlaeeRt Company EI.LEn and the subsidiary Quanta Byst
accordance with the choices made by the employmbthe amount of actuarial gain or loss shown dypittre year.

Analysis of deferred tax assets and liabilities {aa!) (note 16)

Deferred tax assets and liabilities are accruethernemporary differences between assets anditiebitecognized for
fiscal purposes and those entered into accounts.

The breakdown is as follows:

Balance Translation Balance
31/12/2013 Accrual (Utilization) Other Adjustments 31/12/2014
Deferred tax assets on inventory devaluatipns 1283 107.957| -78.379 -4.950 3.373 1.495.235
Deferred tax assets on warranty reserve 29(0.033 82.586 -34.323 8.823] 347.119
Deferred tax assets on bad debt reserve 1.678.129 165.803 -811.451| 3.857| 1.031.334
Deferred tax assets on loss brought forward 277.399 -244.571 8.631 41.459
from the previous years
Deferred tax assets on intercompany profits 1.304.8 44.686) -123.536 1.229.974
Deferred tax assets on severance indemnity 15.498 20.546 420 108.803 145.267
provision discount
Other deferred tax assets 1.090.f37 285.269 -81.707 41.498 56.199 1.391.996
Total 6.122.854 706.847 -1.373.547 145.35]] 80.883 5.682.384
Deferred tax liabilities on advanced 154.830 -41 39 154.828
depreciations
Deferred tax liabilities for contributions on 430.422 -72.841 1 357.582
capital account
Other deferred tax liabilities 718.113 307.603 -118.629 44.732 -3.424 948.395
Total 1.303.365 307.603 -191.511] 44.772 -3.424 1.460.805
Net amount 4.819.489 399.244 -1.182.036 100.579 84.307 4.221.583

Deferred tax assets amounted to about 5.682 thduBaros circa. The deferred tax assets calculatethwentory
devaluations of the various companies increaseewhire was a decrease in the deferred tax astatsd to the bad
debt reserve because of the maturity of the canditfor deducting the accruals from the current$axXhe credits for
losses brought forward also decreased becausestia [bsses were used to reduce the taxes fofitlaiscial year. The
increase under the heading of “Other deferred &mets” is related, among other things, to the dedetax assets on
grants received from the subsidiary Penta Laseipfwpnt (Wenzhou) Co Ltd.

Deferred tax liabilities amounted to 1.461 thous&dos. The variations in the “other deferred tabilities” are
related, among other things to an evaluation femiarposes of some LIFO evaluated inventories artti¢ difference
in some exchange rates which were not realizedurthér decrease was due to the taxation on sonmsgira capital
account received in the previous years and whimhtalx purposes, were deferred in compliance wighlaws now in
force.
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Other accruals (note 17)

The chart below shows the operations made withr @beruals:

Balance Conversion Balance

31/12/2013 Accrual (Utilisation) Other Adjustments 31/12/2014
Reserve for pension costs and 645.612 163.668 -66.404 -26.196 716.680

similar
Others:
Warranty reserve on the produgts 1.308.494 290.977 -171.295 57.699 1.485.873
Reserve for risks and charges 2.530/943 86.113 -647.608 -1.497.14d 472.308
Other minor reserves 20.0po 20.000
Total other reserves 3.839.431 397.090 -818.903 -1.497.14( 57.699 1.978.181
Total 4.485.04 560.75 -885.30 -1.523.33 57.69 2.694.86

The amount entered in the “Others” column underhibading of Reserve for risks and charges” is damimto the

release of the fund by Asclepion as a result oifr tharticipation in a transaction with Palomar Ifcow part of the
Cynosure Group). This fund started being accrue2Dibv for the amount of 2,1 million Euros in orderconfront the

risk of losing a law suit involving patents for ha&@moval lasers that had gone on for years. Tdes#ction, that took
place in order to put a definitive end to the sintolved the payment of 630 thousand Euros plgallexpenses,
therefore the difference between this amount asdathount of the fund was released and contributelet net result
for the year in the amount of about one milliond&sur

The clients’ agents’ indemnity fund included in thietry “Reserve for pension costs and similar’ cec@mber 3%
2014, amounted to 687 thousand Euros as oppodiBtthousand Euros on Decembef 3013.

According to IAS 37, the amount owed must be calimd using the actualization techniques to estimsgrecisely as
possible, the overall cost sustained for the payraEbenefits to the agents after the terminatibaraployment.

The technical evaluations were made on the bagtsedfypotheses described below.

Financial hypotheses Year 2013] Year 2014
lAnnual implementation rate 4,17% 1,49%
[Annual inflation rate 2,00% 1,50%

The reserve for product guarantees is calculatetherasis of the costs for spare parts and segviehder warranty
incurred in the previous financial year, adjustethie volume of sales of the current financial year

Amounts owed and financial liabilities (note 18)

Financial m/l term debts 31/12/2014 31/12/2013 Variation Var. %
Amounts owed to banks 2.604.155 4.669.525 -2.065.37(Q -44,23%)
Amounts owed for leasing 2.484.289 369.259 2.115.030 572,78%
Amounts owed to other financiers 818.487 1.929.547 -1.110.660 -57,56%
Total 5.907.33 6.968.33 -1.061.00 -15,23%

The mid- to long-term debts owed to banks as ofebdxer 31 2014 mostly represent the amounts due after oae ye
for:
a) bank financing which was granted to AsclepionbBhfior the construction of the building where tleenpany is
now operating;
b) financing granted to EI.LEn. S.p.A. by Mediocteditaliano S.p.A. for 3,4 million Euros to be pdidck in set
amounts every six months starting on Decemb8r2[A.1 and terminating on June™®016. Of this amount, on 1,7
million Euros the interest rate applied for thestfimstallment was 2,40%; for the remaining 1,7lionil the rate
applied was 5,70%; for the following periods, théerests will be the same as the Euribor ratexatnsinths, as
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registered on the second target working day bdfarexpiration date of the preceding interest perfiocreased by
a spread. The spread is 3,90 points on the fivsirlllion Euros reduced to 0,60 on the remainingriillion Euros;
c¢) financing granted to EI.LEn. S.p.A. by Medioctedtaliano S.p.A. for a total of 2,8 million Eurd® be repaid in
equal installments every six months starting oreJ8@ 2012 and ending on December'2D16. The interest rate
applied until June 292012 was 3,95% (the same as Euribor at six maetjistered the second target working day
before the stipulation of the contract increase@®0 points); for every six months period thatdals the interest
rate will be the same as Euribor at six monthsstegeéd on the second target working day beforexp&ation date
of the preceding six months, increased by 2,90tppin

d) financing granted to EIl.LEn. S.p.A. by Medioctedtaliano S.p.A. for a total of 2,2 million Eurd® be repaid in
equal installments every six months starting oreJ8@ 2012 and ending on December'2D16. The interest rate
applied until June 292012 was 3,95% (the same as Euribor at six maetjistered the second target working day
before the stipulation of the contract increase@®0 points); for every six months period thatdals the interest
rate will be the same as Euribor at six monthssteged on the second target working day beforexpé@ation date
of the preceding six months, increased by 2,90tppin

e) bank financing granted to With Us divided asvahdelow:

- 15.237 thousand Yen falling due on Marcii'2D16 with an annual interest rate of 0,58%;

- 10.500 thousand Yen falling due on Septemb&rZIL6 with an annual interest rate of 0,63%;

- 35.550 thousand Yen falling due on May'2D18 with an annual interest rate of 1,60%.

- 48.338 thousand Yen falling due on April Z017 with an annual rate of 1,77%.

The increase in the entry “Debts toward leasing mames” refers to a financial leasing contract undiéten by the
subsidiary Quanta System SpA for the building descrin note (2).

“Amounts owed to other financers” consist, amoreothings, in the quotas which are payable afteryear for:

a) Facilitated financing from Finlombarda/Regionenibardia for applied research, issued to the sigrgidQuanta
System SpA for a total of 900.000 Euros, at the odt 0,50% on half of the capital and 4,01% arlguath the other
half, to be paid back in 14 half-yearly installneniith the last installment on June"™3P016.

b) Facilitated financing for applied research (FEMroject) issued by MIUR to the subsidiary Quadyatem S.p.A.
for a total of 806.300 Euros at the annual interatt of 0,50% to be paid back in 17 half-yeanistallments with the
last installment on July*12020;

¢) Financing issued by Mediocredito to the subsidiaasit for a research project for the amount @4.527 at the
annual rate of 0,33% to be paid back in annuahlilmsents starting in March 2018, last installmerarbh &' 2025;

d) Financing issued by BMW Group Financial Servicethe subsidiary Lasit for a total of 89.200 &uto be repaid
in monthly installments starting on May™2012 with the last installment on April 22016.
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Current liabilities

Financial debts (note 19)

Below, a breakdown of the financial debts is given:

Financial short term debts 31/12/2014 31/12/2013 Variation Var. %

Amounts owed to banks 17.633.959 13.611.846 4.021.713 29,55%

Amount owed for leasing 451.599 112.634 338.964 300,94%

Liabilities (derivatives on interest and 363.988 6.832 357.154 5227,69%

exchange rates)

Amounts owed to other financiers 3.045.329 2.031.503 1.013.824 49,91%)
Total 21.494.47 15.762.81 5.731.66 36,36%

The heading of “Amounts owed to banks” is mainlynpmsed of:

- debts for advance payments on invoices of theidigsy Esthelogue Srl;

- short-term quota on the loan granted to El.Ep./S.

- short term financing granted by the Cassa di &isjp Firenze to EI.LEn. S.p.A. which, on the ddtéhs statement
amounted to 9 million Euros, 4 million Euros of whiuntil March 18 2015 at the interest rate applied on
December 31 2014 equal to 0,70% and 5 million Euros until Marts" 2015 at the interest rate applied on
December 312014 equal to 0,697857%.

- Loan with SACE guarantee granted to EI.LEn. S.pyABanco Popolare s.c.r.l. for a total of 2 miilikuros to paid
back in 12 quarterly instalments postponed stadimgune 36 2012 and ending on MarchS82015. The interest
rate applied is equal to the Euribor at three mendyistered the second working day before theofméch solar
increased by 2,50 points.

- short-term quota on the financing granted to Asidn (see note 18);

- short term quota on the financing contracted bthWs (see note 18);

- bank financing granted to With Us;

- bank financing granted to Penta Chutian Laser H&w)y Co. Ltd for about 4,5 million Euros, of whigh377
thousand Euros (equal to about 33 million Yuan)hat annual rate of 6,90% and 133 thousand Eurasaldq
about one million Yuan) at the annual rate of 7,20%

The heading of “Liabilities (derivatives on interesd Exchange rates) includes the evaluationiatv#ue according

to IAS 39 of the derivatives initiated by the Par€ompany EI.LEn. S.p.A. In particular:

- the Parent Company ELEn. S.p.A. stipulated &8 dRerivative contract for covering the intereseran the SACE
financing issued by the Banco Popolare s.c.r.le Tontract expires on March 32015, at the nominal value of
166.667 Euros on December'@1014, the fair value on Decemberf'2D14 was — 500 Euros;

- acurrency rate swap derivative contract to hatlgeisk on the exchange rate on a savings acéouwtlars. The
contract expires on April 172015, nominal value on December'2D14 was 22.677.573 Euros, and the fair value
on December 312014 was —363.488 booked in the income statement.

Among the entries under the heading of “amountsdoteeother financiers” there are the brief term t@soof the
financings described in the preceding note, theluas quota of the facilitated financing for applieesearch issued by
MIUR to the subsidiary Quanta System S.p.A., tqh#&l in several installments for a total amoun688.500 at the
annual interest rate of 0,5% , to be repaid in dgtgoned half-yearly installments starting on Jand& 2009, with the
last installment on July®12015; and the brief term quota for the debt oERl.S.p.A. toward Laserfin S.r.l. as a
consequence of the purchase of 10% of the equibeka Mela S.r.I. and of 40% of the equity in Qaa8ystem S.p.A.
which occurred during 2012.



Trade payables (nota 20)

Trade debts: 31/12/2014 31/12/2013 Variation Var. %
Trade accounts payable 35.265.868 31.224.517 4.041.351 12,94%
Trade accounts payable with associated 1.148 2.728 -1.580 -57,92%)
companies

Total 35.267.01 31.227.24 4.039.77 12,94%

No significant amounts owed on overdue debts fppbes were recorded at the end of the year.

The chart below shows the trade debts toward fharties for 2014 divided according to the currency.

Account payables in: 31/12/2014 31/12/2013
Euros 25.092.51d 25.025.257
usbD 1.667.729 655.969
Other currenciep 8.505.629 5.543.291
Total 35.265.864 31.224.517

On the chart, the value in Euros of the debts wailly expressed in US dollars or other currencegmasents the
amount of currency converted at the exchange ndfierée on December 32014 and December 32013.

Income tax debts /Other short term debts (note 21)

The income tax debts matured for some of the coieparelonging to the Group on Decembet 3014 amounted to
2.223 thousand Euros and are entered net of tha gayments and deductions.

The subdivision of the other debts is as follows:

31/12/2014 31/12/2013 Variation Variation %
Social security debts
Debts owed to INPS 2.001.101 1.720.086 281.015 16,34%
Debts owed to INAIL 131.398 145.574 -14.17§ -9,74%)
Debts owed to other Social Security Institution 99.216 267.091 32.125 12,03%
Total 2.431.715 2.132.751 298.964 14,02%)
Other debts
Debts owed to tax administration for VAT 668.458 277.251 391.007 141,03%
Debts owed to tax administration for deductions 479.597 1.285.129 194.468 15,13%
Other tax debts 58.872 167.852 -108.980 -64,93%)
Owed to staff for wages and salaries 6.036|798 4.773.029 1.263.769 26,48%
Down payments 6.763.089 3.683.073 3.080.011 83,63%
Other debts 8.317.315 6.426.289 1.891.024 29,43%
Total 23.323.924 16.612.624 6.711.304 40,40%)
Total Social security debts and other debts 25.755.64 18.74374 7.010.26 37,40%

The amounts “Owed to staff” include, among othéndh, the debts for deferred salaries of persoanmgdloyed as of
December 312014.

The entry of “Down payments” consists of down pagtaeeceived from clients for orders received;itteeease is due
in particular to the increased sales volume ofGhaese and Japanese subsidiaries.

The entry of “Other debts” includes, among othéndh, the deferred income calculated on the grasusived by the
subsidiary Penta Laser Equipment (Wenzhou) Co.tbtdustain the new production center.
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Analysis of debts by due date

31/12/2014 31/12/2013
Within 1 year From1lto5 More than 5 Within 1 year From1lto5 More than 5
years years years years
Amounts owed to banks 17.633.959 1.898.579 705.577 13.611.844 3.656.561 1.012.964
Amounts owed to leasing 451.599 1.715.844 768.441 112.634 369.259
company
Liabilities (forward 363.988 6.832,
exchange contracts)
Amounts owed to other 3.045.329 687.559 131.328§ 2.031.503 1.929.547
financiers
Amounts owed to suppliers| 35.265.968 31.224.511
Amounts owed to associated 1.148 2.728
companies
Income taxes debts 2.222.890 1.725.984
Amounts owed to social 2.431.714 2.132.75]
security institutions
Other liabilities 23.323.92B 16.612.62
Total 84.740.02 4.301.98 1.605.34 67.461.41 5.955.36 1.012.96




Segment information -IFRS8

The segments identified by the Group that are shbelow in compliance with IFRS 8, belong to the h¢atl and
Industrial sectors. These sub-divisions correspgonithe structure of the reporting that is periotiycanalyzed by the
Management and by the Board of Directors for thenagament of the business and is the subject obdieri
administrative reporting and planning.

31/12/14 Total Medical Industrial Other

Revenues 181.06¢ 122.39: 57.82¢ 851

Intersectorial revenues (2.060 0 (208 (851)

Net Revenues 180.00¢ 122.39: 57.61¢ 0

Other revenues and income 2.38( 914 1.00¢ 46E

Gross Margin 81.84¢ 60.22¢ 21.15¢ 46E
Inc.% 45% 49% 36% 100%

Margin 23.78¢ 21.04¢ 2.271 46%
Inc.% 13% 17% 4% 100%

Not assighed charges 8.48:

EBIT 15.30:

Net financial income (charges) 4.63¢

Share of profit of associated companies 40 33 4 3

Other Income (expense) net 4.43(

Income (loss) before taxes 24.40¢

Income taxes 6.40¢

Income (loss) before minority interest 18.00(

Minority interest 1.48(

Net income (loss) 16.52(

31/12/13 Totale Medicale Industriale Altro

Revenues 158.48! 109.28: 48.33¢ 862

Intersectorial revenues (2.105 0 (243 (862)

Net Revenues 157.38( 109.28: 48.09¢ 0

Other revenues and income 1.98¢ 742 69¢ 54¢

Gross Margin 74.56: 55.94¢ 18.06¢ 54¢
Inc.% 47% 51% 37% 100%

Margin 17.37: 15.92: 90z 54¢
Inc.% 11% 14% 2% 100%

Not assigned charges 7.791

EBIT 9.58:

Net financial income (charges) (2.180

Share of profit of associated companies 474, (458 (13) ?3)

Other Income (expense) net 2,760

Income (loss) before taxes 10.69«

Income taxes 4.27¢

Income (loss) before minority interest 6.41¢

Minority interest 33¢

Net income (loss) 6.08(
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31/12/2014 Total Medical Industrial Other

Assets assigned 167.43° 99.89: 67.54¢

Equity investments 25.29: 25.13¢ 154

Assets not assighed 56.31(

Total assets 249.03¢ 125.03( 67.69¢ 0

Liabilities assigned 58.00¢ 28.72: 29.28¢

Liabilities not assigned 40.49¢

Total liabilities 98.50: 28.72: 29.28¢ 0
31/12/2013 Total Medical Industrial Other

Assets assigned 145.06¢ 84.62¢ 60.44:

Equity investments 41.31¢ 41.10: 21z

Assets not assighed 31.25]

Total assets 217.63¢ 125.72¢ 60.65¢ 0

Liabilities assigned 47.52: 23.48¢ 24.03¢

Liabilities not assigned 35.81(

Total liabilities 83.33¢ 23.48¢ 24.03¢ 0
31/12/2014 Total Medical Industrial Other

Changes in fixed assets:

- assigned 6.30¢ 5.39¢ 91z 0

- not assigned (1.018

Total 5.29(| 5.39¢ 912 0
31/12/2013 Total Medical Industrial Other

Changes in fixed assets:

- assigned 19¢ (569, 764 0

- not assigned 212

Total 40¢ (569 | 764 0
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Information according to the geographic area

31/12/2014 Total Italy Europe Row
Revenues 180.00¢ 32.39¢ 36.89¢ 110.71%
31/12/2013 Total Italy Europe Row
Revenues 157.38( 30.57¢ 33.03% 93.76¢
31/12/2014 Total Italy Europe Row
Assets assigned 223.49( 157.96: 18.42¢ 47.10¢
Equity investments 25.54¢ 23.38: 2.167
Total assets 249.03¢ 181.34« 18.42: 49.27:
Liabilities assigned 98.50: 60.17¢ 9.77¢ 28.55(
Total liabilities 98.50: 60.17¢ 9.77¢ 28.55(
31/12/2013 Total Italy Europe Row
Assets assigned 176.07: 124.02( 15.64¢ 36.40¢
Equity investments 41.56¢ 41.46: 10t
Total assets 217.63¢ 165.48:¢ 15.64¢ 36.51:
Liabilities assigned 83.33! 53.08¢ 9.37¢ 20.87:
Total liabilities 83.33! 53.08¢ 9.37¢ 20.87:
31/12/2014 Total Italy Europe Row
Changes in fixed assets:
- assigned 5.29( 4.43: (30) 887
Total 5.29( 4.43: (30) | 887
31/12/2013 Total Italy Europe Row
Changes in fixed assets:
- assigned 40¢ 9 (329; 72€
Total 40¢ 9 (329) | 72¢
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Information on the consolidated Income Statement

Revenue (note 22)

The overall revenue, which amounted to 180 millBmros, showed an increase of 14% with respect ¢ol8v,4
million Euros for last year. The growth is a twaitlifigure in both sectors, with the most signifitancrease in the

industrial sector.

31/12/2014 31/12/2013 Variation Var. %
Industrial revenue 57.701.334 48.016.934 9.684.399 20,17%
Medical revenue 122.307.29 109.363.264 12.944.024 11,84%
Total 180.008.62 157.380.20 22.628.42 14,38%
Other income (note 23)
The analysis of the other income is as follows
31/12/2014 31/12/2013 Variation Var. %

Recovery for accidents and insurance reimburstmen 16.544 8.683 7.865] 90,58%
Expense recovery 620.999 628.556 -7.558 -1,20%)
Capital gains on disposal of fixed assets 5.291 209.482 66.509 31,75%
Other income 1.454.584 1.139.172 315.4146 27,69%
Contribution on fiscal year account and on céjppitaount 11.499 3.000 8.499 283,30%
Total 2.379.62 1.988.893 390.73 19,65%

The heading of “Expense recovery” refers mainlyeionbursements for shipping costs.
The entry “Other income” consists for the most pdigrants for research projects of which 314 tlmgsEuros entered
by the Parent Company EL.En. S.p.A. and federaitgreelated both to the new production center anithé research
projects for an amount of about 830 thousand Eendsred by the Chinese subsidiary Penta Laser EquipWenzhou

Co. Ltd.

Costs for the purchase of goods (note 24)

The analysis is shown on the following chart:

31/12/2014 31/12/2013 Variation Var. %
Purchase of raw materials and finished prodycts .1435624 73.102.847% 12.038.784 16,47%
Purchase of packaging 995.306 859.274 136.032 15,83%
Shipment charges on purchases 921}850 878.153 43.697| 4,98%)
Other purchase expenses 1.086.234 1.054.957 31.276| 2,96%
Other purchases 991.439 783.494 207.945 26,54%
Total 89.136.45 76.678.72 12.457.73 16,25%

The costs for purchase of goods as of Decemb&r2814 were 89.136 thousand Euros as opposed t@&I&79
thousand Euros for last year, showing an incre46,25%.
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Other direct services/ operating services and cleggnote 25)

Breakdown of this category is shown on the chadvee

Direct services
Assemblies outsourcing to third parties
Technical services
Shipment charges on sales
Commissions
Royalties
Travel expenses
Other direct services
Total
Operating services and charges

Maintenance and technical assistance on
equipments
Services and commercial consulting

Legal and administrative services

Auditing fees and charges

Insurances

Travel and overnight expenses

Promotional and advertising expenses

Building charges

Other taxes

Expenses for vehicles

Office supplies

Hardware and Software assistance

Bank charges

Rent

Other operating services and charges
Total

31/12/2014 31/12/2013 Variation Var. %
4.788/572 4.797.998 -9.426 -0,20%)
972.025 802.821 169.204 21,08%
2.036.794 1.781.81Q 254.984 14,31%
4.954.667 3.666.779 1.287.883 35,12%
3.477 27.676 -24.199 -87,44%)
899.797 891.552 8.245 0,92%
495.800 541.950 -46.150 -8,52%)
14.151.12Y 12.510.58¢ 1.640.541 13,11%
360.665 307.711 52.954 17,21%
1.150044 991.804 158.24Q 15,95%
1.140.880 1.501.749 -360.869 -24,03%)
250.903 250.109 -106 -0,04%
596.577 645.334 -48.757 -7,56%
2.838.[158 2.642.309 195.849 7,41%
5.489.879 5.139.659 350.220 6,81%
1.757.708 1.841.0171 -83.309 -4,53%)
335.419 283.5349 51.883 18,30%
1.127.399 1.124.90Q 2.498 0,22%
325.873 335.284 -9.413 -2,81%
395{793 382.797 12.996 3,40%)
344.160 346.464 -2.306 -0,67%
1.416.950 1.340.399 76.552 5,71%
8.128.279 8.527.644 -399.366 -4,68%)
25.657.786 25.660.72( -2.934 -0,01%)

The most significant change in the category of otlieect services is related to commissions paigarnt due to the

increase in sales.

The single most important amounts under the headlfirffi@ther operating services and charges” is regméed by the
costs for salaries paid to the members of the Bo#iirectors and to the Board of Auditors for #mount of about
2.385 thousand Euros and the costs of scientifictaohnical consulting studies and research foaraount of about
1.506 thousand Euros; for the research and deveopatctivities and costs, please consult the wegiaragraphs in

the Management Report.

Future commitments for use of goods belonging theits

The chart below shows a summary of the obligattbasthe Group will have for the use of goods bging to others.

Operating lease commitments 31/12/2014 31/12/2013
Within one yeal 1.390.605 1.192.914
After 1 year but not more than 5 years 2.317.794 2.248.253
More than five yearp 220.150 184.948
Total 3.928.553 3.626.117
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Employee costs (note 26)

The chart below shows the costs for staff:

For staff costs 31/12/2014 31/12/2013 Variation Var. %
Wages and salaries 29.447.1864 26.993.089 2.454.091 9,09%
Social security costs 7.472.354 6.995.662 476.692 6,81%
Accruals for severance indemnity 1.153.418 1.046.653 106.765 10,20%
Stock options 3.564 -3.564 -100,00%
Other costs 155.051 122.482 32.569 26,59%
Total 38.228.00 35.161.45(' 3.066.55 8,72

The costs for personnel was 38.228 thousand Eshasying an increase of 8,7% over the 35.161 thali§amos for
last year. The increase is mainly due to the righé number of employees particularly in the Chinsubsidiaries.

Depreciation, amortization and other accruals (nat&)

The table below shows the breakdown for this catego

Depreciations, amortizations, and other 31/12/2014 31/12/2013 Variation Var. %

accruals

Amortization of intangible assets 173.432 205.561 -32.129 -15,63%)

Depreciation of tangible assets 2.536.f12 2.555.899 -19.187 -0,75%

Accrual for risk on receivables 1.048.292 1.082.854 -34.566 -3,19%

Other accruals for risks and charges -1.097]096 314.621 -1.411.717 -448,70%
Total 2.661.34 4.158.93 -1.497.59 -36,01%

The category “Accrual for risk on receivables” mdés some devaluations effected for cautionary gaep on some
receivables which have been collected very slowlg to the credit crisis which has limited the antoah cash

available to firms in general.

The heading of “Other accruals for risks and chsirgehich represents an additional income compofarthe amount
of one million Euros is mainly composed of the eféeof the transaction concluded in the month ofdaby the

German subsidiary Asclepion (which was also repr@sg other companies in the Group) with Palomar,, lfor an

amount of 630 thousand Euros. Starting in 2004rder to face the risk of losing their law suit sga Palomar the
Group had accrued a fund of 2,1 million Euros: difeerence of about 1,5 million Euros was therefegteased this
year.

13t



Financial income and charges (note 28)

The breakdown of the category is as follows:

31/12/2014 31/12/2013 Variation Var.%

Financial incomes:
Interests from banks 641.441 637.336 4.105] 0,64%)
Dividends 3.462 7.574 -4.112 -54,29%)
Interests from associated company 349 240 109 45,42%
Interests on investments 1.306 4.297 -2.991 -69,61%
Foreign exchange gain 5.589.901 465.234 5.124.6671 1101,529%
Other financial incomes 39.541] -8.382 47.923 -571,74%

Total 6.276.000 1.106.299 5.169.701 467,30%
Financial charges:
Interest on bank debts for account overdraft -AB7L5 -439.887 -27.710 6,30%
Interest on bank debts for medium and long - texam$ -170.962 -247.984 77.022 -31,06%)
Foreign exchange loss -467.359 -1.441.163 973.804 -67,57%
other financial charges -532.083 -157.581 -374.502 237,66%

Total -1.638.001 -2.286.615 648.614 -28,37%

The interests due on overdrafts refers mainly terdnafts granted by credit institutions to the pareompany and
some of the subsidiaries.

The interest owed and debts towards banks for mediud long term loans refer mostly to the mediund l@ng-term
loans granted to the Parent Company EL.En. S.p.A.

The entry of “Other financial charges” includes ab®7 thousand Euros for the interests owed duleg@pplication of
accounting standard 1AS 19 to the retirement fund.

Other net income and charges (note 29)

31/12/2014 31/12/2013 Variation Var. %

Other charges
Devaluation of equity investments -54.982 -54.982

Total -54.982 -54.982
Other income
Capital gains on equity investments 4.484.562 243.174 4.241.384 1744,18%
Revaluation of equity investments 2.523.853 -2.523.353 -100,00%

Total 4.484.56 2.766.547 1.718.085 62,10%

The amount entered under the heading “Other netnet for 4.485 thousand Euros represents the alagédiin from
the sale, which took place at the end of March].6400.000 shares of Cynosure Inc. by the Parentp@agnEl.En.
S.p.A. for a total amount of 32 million US dollars.

The entry under the heading of “Revaluation of gguivestments” for an amount of 2,5 million Eurs of December
31% 2013 was related to the revaluation of the Cyreshares in the company portfolio which was mad®mpliance
with IAS-IFRS, on September 8®013 when it was recognized that EI.En. no lorgat influence in the running of
Cynosure; this fact also comported the switch ftbm criteria of the equity method (IAS 28) to tledtfair value for
assets available for sale (IAS 39).
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Income taxes (note 30)

Description: 31/12/2014 31/12/2013 Variation Var. %

IRES and other foreign income taxes 4.657)926 3.608.174 1.049.75( 29,09%

IRAP 1.049.597 1.064.631 -15.039 -1,41%

IRES and other foreign income taxes - 778.005 -520.326 1.298.331 -249,52%

Deferred (Advanced)

IRAP - Deferred (Advanced) 4.787 2.122 2.665 125,59%

Receivable for income tax -8.595 - -8.595 0,00%

Other taxes - 118.663 -118.663 -100,00%

Taxes related to the previous years -73J092 1.834 -74.926 -4085,39%
Total income taxes 6.408.62 4.275.14o 2.133.52 49,91%

The costs for current and deferred taxes for thar ys 6.408.623 Euros.

The heading “Other taxes” for the amount of 119u#famd Euros as of December'34013 included the amount
retained by the subsidiary Cutlite Penta Srl asthhelding tax which cannot be subtracted from tidve debt, on the
dividends received from its subsidiary Penta Chmutiaser (Wuhan) Co Ltd.

The chart below shows the reconciliation betweeanttteoretical fiscal aliquots and the actual aligumited to the
income tax of the companies (IRES) and similar

2014 2013
Profit/loss before taxes 24.408.554 10.694.10B
Theoretical IRES Aliquot 27,50% 27,50%
Theoretical IRES 6.712.352 2.940.88p
Higher (lower) fiscal incidence of the foreign coanges
with respect to the theoretical aliquot (65.081) 1.043.585
One time income tax charges (73.092) 1.834
Tax receivables (8.595
Pex Benefit (1.167.0659)
Higher (lower) fiscal incidence of Italian compeswith
respect to the theoretical aliquot (301.022 (906.073
Higher (lower) fiscal incidence due to the effeot
consolidation 323.246 9.45§
Actual IRES 5.420.744 3.089.68¢
IActual IRES aliquot 22,219 28,899

Earnings per share (note 31)

The average weighted number of shares in circuladiaring the year remained constant and amounted8@4.368
The profit per share as of Decembet 2014 was 3,42 Euros.



Dividends distributed (note 32)

The shareholders’ meeting of EI.En. SpA held on M&{ 2013 voted to distribute a dividend of 0,50 Eypes share
in circulation on the date that the coupon came d@he dividend that was paid amounted to 2.401B1@s.

The shareholders’ meeting of EI.En. SpA held on M&{ 2014 voted to distribute a dividend of 0,50 Eypes share
in circulation on the date that the coupon came d@he dividend that was paid amounted to 2.401B1@s.

Other components of the statement of comprehengim@eme (note 33)

The heading of “Gain on Investment AFS” is composg&d
1. + 3.218 thousand Euros for the evaluation atvaiue of the remaining 998.628 Cynosure shargsaleto,
4,565% of the capital as opposed to the 9,65% treldecember 312013. On the basis of the quotation of
the shares on December®32014 on the Nasdaq market, the fair value of theva mentioned equity is
22.554 thousand Euros.
2. - 2.633 thousand Euros for the reclassificati@tween OCI (@her Comprehensive incomend income
statement for the sale of the Cynosure sharesitledaabove.

Non-recurring significant, atypical and unusual ews and operations (note 34)

In compliance withComunicazione Consatf July 28" 2006 n. DEM/6064293, for the year 2014, we considron-
recurring operation the release of the funds in Reserve for Risks and Charges effected by Asatepis a
consequence of the transaction with Palomar Irmw(part of the Cynosure Group). These funds weseqa starting
in 2004 for a total amount of 2,1 million Eurosdrder to face the risk of losing the on-going lavit selated to patent
rights on a laser for hair removal. The transacinwolved the definitive conclusion of the suiteafthe payment of 630
thousand Euros plus legal expenses. Thereforalittezence between the amount in the Reserve améiimount paid
to Palomar was released this year and consequemtlyibuted to the net result of the period for @tbone million
Euros.

The main results of this operation are summarinetié chart below:

Income (loss) for the

Shareholders’ equity|

Net financial position

Cash flows (*)

period
Euros % Euros % Euros % Euros %
Book value (A) 142.956.729 16.520.110 47.115.885 30.935.499
Release of the amount in the Reserve for Risks jand
Charges after the agreement with Palomar (1.026.866) 1% (1.026.866) 6% 0 0% 0 0%
Total operations (B) (1.026.866) 1% (1.026.866) 6% 0 0% 0 0%
Gross figurative value (A + B)) 141.929.863 15.493.244 47.115.885 30.935.499

(*) Cash flows refer to the increase (or decreas#)e period of the cash and cash equivalents

It should also be recalled that last year, the pfor the accounting of the equity in Cynosure. Bwitched from the
criteria of the equity method (IAS 28) to that detfair value of assets available for sale (IAS @8Y is to be
considered a non-recurring significant event, gdagmed in the 2013 notes.

In compliance withComunicazione Consadf July 28" 2006 n. DEM/6064293, we declare that during 20®4Group
did not conduct any atypical or unusual operatamsefined by the above mentioned communication.
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Information about related partiegnote 35)

Related parties are identified in compliance witle international accounting standard IAS 24. Intipalar, the
following subjects are considered related parties:

- the subsidiary and associated companies;

- the members of the Board of Directors and Bodr8tatutory Auditors of the Parent company andatier executive
directors with strategic responsibilities;

- the individuals holding shares in the Parent camypEl. En. S.p.A;

- the legal bodies of which a significant numbersbhres is owned by one of the main shareholdetheoParent
company, by a member of the Board of Directorghef Parent company, by a member of the Board dlitety

Auditors, by any other of the executives with gt responsibilities.

One of the Managing Directors, the majority shalééioof the Parent company, has an outright owmgrsha 25%
guota of Immobiliare del Ciliegio Srl, also a sHakeler of the Parent Company.

All the transactions with related parties took plat normal market conditions.

In particular, the paragraphs below give importafarmation about the related parties.

The Members of the Board of Directors and the Badirfitatutory Auditors and other strategic exe@sgiv

The Members of the Board of Directors and the Badr8tatutory Auditors of EI.En. S.p.A. receive g@aries shown
in the chart below:

Remuneration fol Bonus and Non monefary ~ Oth¢r Indenfioity
Name Position Term duration Fees in: Fees partecipation other incentive benefits rewards Total terminatibn
committees mandate or
employment
Approval of the financial
Clementi Gabriel¢ Chairman of the BoD for 31.12.201 EI.En. SpA 134.498 196.5%0 3.507 334.550 6/500
Subsidiaries/associated 10.691 10.691
Approval of the financial
Barbara BazzocqManaging Director for 31.12.201 EI.En. SpA 134.27p 26.400 3.7p5 164.400 6,500
Subsidiaries/associateq 12.000 12.00
Approval of the financial
Andrea Cangioli | Managing Director for 31.12.201 EI.En. SpA 134.23p 98.275 3.7p8 236.275 6,500
Subsidiaries/associateq 10.691 10.691

Approval of the financial
Michele Legnaiol| Director for 31.12.201 EI.En. SpA 12.00p 12.00
Subsidiaries/associateq
Approval of the financial
Paolo Blasi Director for 31.12.201 EL.En. SpA 12.00 12.00
Subsidiaries/associateq
Approval of the financial
Alberto Pecci Director for 31.12.201 El.En. SpA 12.00 12.00
Subsidiaries/associateq
Approval of the financial
Stefano Modi Director for 31.12.201 EL.LEn. SpA 100.92p 22.000 12.559 27.264 162|752
Subsidiaries/associateq
Approval of the financial

Vincenzo Pilla (*)|President of the Board of for 31.12.201 EL.En. SpA 31.20 31.201
Subsidiaries/associateq 21.526 21.521

Approval of the financial
Paolo Caselli (*) | Statutory Auditor for 31.12.201 El.En. SpA 20.80 8.32Q 29.12f
Subsidiaries/associated 24.367 24.361

Approval of the financial
Rita Pelagotti (*) | Statutory Auditor for 31.12.201 EI.En. SpA 20.80p 20.80
Subsidiaries/associateq

Note: the salaries shown on the chart are detethoneghe accrual basis.
(*): amounts including CAP

Fixed salaries:

- The amounts paid to the directors of the Paramh@any for their roles in other companies incluitethe area of
consolidation are as follows: Barbara Bazzocchictesrman of the Board of Directors of Cutlite ReStl received a
salary of 12.000 Euros; Gabriele Clementi as membéne Board of Directors of With Us received daspof 1.500

thousand yen from that company; Andrea Cangiothamber of the Board of Directors of With Us recéieesalary of
1.500 thousand yen from that company.

- With reference to the board member Stefano Moeliteading of “Fees” also includes a salary 0f938,00 Euros as
payment for his work as an employee.

- The salaries of members of the Board of Statutdngitors for carrying out their functions in otheompanies
included within the area of consolidation are d®¥es: Vincenzo Pilla as President of the Boardbtdtutory Auditors
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of Lasit S.p.A. and Quanta System S.p.A. receivemtal salary of 21.526 Euros; Paolo Caselli as saiditor of Deka
Mela S.r.l. and acting auditor of Lasit S.p.A. riged from these companies a total amount of 24Bf0s.

Bonuses and other incentives:

In this column the chart shows the amounts receiyesome of the members of the Board of Directsraraincentive
bonus for achieving certain goals which were sethieyBoard in accordance with the vote of the Stalders’ meeting
held on May 1% 2012, and subsequently confirmed by the sharetsldeeeting of May 18 2013, which, when
determining the amount of remuneration of the Baar®irectors, had established at the maximum arn@umillion
Euros the variable part of the overall bonusesdmssigned and to assign to the managing diredtanisiding the
president with powers of attorney, and the boardhbes with special positions as described in drtof2the by-laws
and art. 2389, sub-section 3 Civil Code. These beswill be paid in 2015.

Non-monetary benefits:

- The heading “Non-monetary benefits” refers taiage benefits paid to the President of the BodrBicectors and
the executive directors in accordance with the wbtthe shareholders’ meeting held on May’ 2§12 and on May 15
2013.

- For the Board Member Stefano Modi it refers te fitinge benefit he receives as an employee likerahanagers.
Other rewards:

- With reference to the Board Member Stefano Mbei éntry under “Other bonuses” refers to transéed one-off
payments.

- The acting auditor Dott. Paolo Caselli receivdibaus of 8.320 Euros as a member of the Coimgatiody of EI.En.
S.p.A., in compliance with ex D.Lgs. 231/01.

Indemnity for termination of mandate or employment:
-An annual indemnity of 6.500 Euros each, in compde with art. 17 of T.U.L.R., is attributed to thieesident of the
Board of Directors Gabriele Clementi and to thecexi#e members Barbara Bazzocchi and Andrea Cangiol

Prof. Leonardo Masotti, President of the Scient@immmittee, received a fixed remuneration of 7.800os, besides
an incentive bonus of 89.200 Euros. Moreover, asiBent of the Board of Directors of Deka M.E.L3I he received
a salary of 15.000 Euros and as a member of thedBafaDirectors of With Us he received 1.500 thoub&’en from
that company.

The Parent Company does not have a general director

Physical persons possessing an equity in EI.LEn. SpA

Besides the members of the Board of Directors,Bbard of Statutory Auditors and the President &f Trechnical-

Scientific Committee, partner Carlo Raffini to whdhe Parent Company El.En. assigned a specifiegsmnal task
for the entire year, received a salary of 32.0080Eumoreover, for a similar task carried out fog subsidiaries Deka
M.E.L.A. Srl and Cutlite Penta Srl he received (BD. Euros.

Subsidiary companies

Normally the operations and the reciprocal amodnsamong the companies of the Group that arededlin the area
of consolidation are eliminated when drawing up tbnsolidated financial statements, and conselguéey are not
described here.

Associated companies

All of the transactions involving payables and reables, costs and revenue, and all financing aratantees granted
to the associated companies during 2014 are clshdwn in detail.

The prices for the transfer of goods are determinextcordance with what normally occurs on theka@arThe above
mentioned inter-Group transactions therefore reflee trends in market prices although they mafedslightly from
them depending on the commercial policy of the @rou
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The tables below show an analysis of the transastihich occurred between associated companiesasotkgards
commercial exchanges as well as payables and edates:

Associated companies:
SBI SA

Actis Srl

Immobiliare Del.Co. Srl
Elesta Srl

Chutian (Tianjin) Laser Technology Co. Ltd

Quanta Aesthetic Lasers USA, LLC
Total

Financial receivables

Commercial receivables

<1year > 1 year <1year 1>ear

35.336|

30.000 18.742
31.565

506.583

31.185

78.374

61.56 670.21

Financial payables Other payables Commercial payables
Associated companies: <1year > 1 year <1year Ixyear < 1year > 1 year
Elesta Srl 68
SBI SA 1.08
Total - - - - 1.14 -
Associated companies: Sales Service Total
Actis Srl 35.389 35.389
SBI S.A. 22.536 22.536
Elesta Srl 698.912 17.567| 716.479
Quanta Aesthetic Lasers USA, LLC 872.964 468 873.432
Total 1.629.80 18.03 1.647.83
Associated companies: Other revenues
Elesta Srl 2.287
Actis Srl 2.400
Immobiliare Delco Srl 3.449
Quanta Aesthetic Lasers USA, LLC 57.299
Total 65.43
Associated companies: Purchase of raw materials Saces Other Total
SBIS.A. 1.080 1.080
Immobiliare Delco Srl 149.533 149.533
Quanta Syatem Asia Pacific Co.,Ltd,| 12.130 12.130
Quanta Aesthetic Lasers USA, LLC 2.689 2.689
Total 13.21 152.22] - 165.4

The amounts shown in the above chart refer to dpesathat are inherent to the characteristic dpmra of the

company.
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The table below shows the incidence which transastiwith related parties have had on the econondcfimancial
situation of the Group.

Impact of related party transactions Total related parties %

a) Impact of related party transactions on the statment of financial

position

Equity investments 25.549.304 2.930.73(d 11,47%
Accounts receivables 47.947.44( 670.219 1,40%)
Other receivables 8.414.774 61.565 0,73%)
Non current financial liabilities 5.907.331 0,00%|
Current financial liabilities 21.494.47H 0,00%|
Accounts payables 35.267.016 1.148 0,00%
Other payables 25.755.643 0,00%

b) Impact of related party transactions on the incone statement

Revenues 180.008.624 1.647.834 0,92%)
Other revenues and income 2.379.624 65.435 2,75%
Purchases of raw materials 89.136.459 13.210] 0,01%|
Other direct services 14.151.127 2.689 0,02%
Other operating services and charges 25.657.784 149.533 0,58%)
Financial charges 1.638.001 0,00%)
Financial income 6.276.000 349 0,01%)
Income taxes 6.408.623 0,00%)

Risk factors and Procedures for the managementioghcial risks (note 36))

Operating risks

Since the company is fully aware of the potentigis derived from the particular type of productdedy the Group,
already in the earliest phases of planning andarebe they operate so as to guarantee the safdtyjaality of the
product put on the market. There are marginal tedidsks for leaks caused by improper use of tioelypct by the end-
user or by negative events which are not covereithdyypes of insurance policies held by the corigsaof the Group.

The main financial instruments of the Group includecking accounts and short-term deposits, shattleng-term
financial liabilities, leasing, financial instrumsrand hedging derivatives contracts.

Besides these, the Group also has payables andakeles derived from its activity.

The main financial risks to which the Group is estd are those related to currency exchange, coagit and interest
rates.

Currency risk

The Group is exposed to the risk caused by fluiinatin the Exchange rates of the currencies useddme of the

commercial and financial transactions. These rals monitored by the management which takes allndeessary

measures to reduce them.

Since the Parent Company prepares its consolidiai@akcial statements in Euros, the fluctuationthim Exchange rates
used to convert the data in the statements of dbsidiaries originally expressed in foreign currencay negatively

influence the results of the Group, the consoliddisancial position and the consolidated shareftaldequity as

expressed in Euros in the consolidated stateméite @&roup.

The parent company EI.En. SpA stipulated, in Decamald14, a derivative contract of the “Currencye swap” type to
hedge the Exchange rate risk on a savings acceypatsited in dollars.

Operation Notional value Fair value
Forward exchange contrac € 22.677.57 -€ 363.488
Total € 22.677.57 -€ 363.48]
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During the last year and during the current onghWis Co. Ltd stipulated two derivatives of theurtency rate swap"
type to partially cover the risks of exchange rétesacquisitions in Euros.

Operation Notional value Fair value
Currency swap € 2.150.00 €16.116
Currency swap € 2.500.00 -€ 13.739
Total € 4.650.00 € 2.37]
Credit risks

As far as the commercial transactions are concertied Group operates with clients on which cretiieaks are

conducted in advance. Moreover, the amount of vabés is monitored during the year so that thewarhof exposure

to losses is not significant. Credit losses whielvehbeen registered in the past are thereforeelihiit relation to the

sales volume and consequently do not require dpemiarage and/or insurance. There are no significancentrations

of credit risks within the Group. The devaluatiaoyision which is accrued at the end of the yepregents about 10%
of the total trade receivables from third partiesr an analysis of the due dates on trade receigsdhbdm third parties,

please consult the relative notes in the consadaiéihancial statement.

In relation to guarantees granted to third partieshould be recalled that the Parent Company rEliE 2009
underwrote, along with a minority partner, a baokmntee for a maximum of one million Euros as agutee for the
loan of the subsidiary Quanta System owed to #hrecB Popolare di Milano for facilitated financiray & total amount
of 900 thousand Euros, for which the reimburseniestallments expire up to 84 months from the ddtéessuance,
which occurred in the second half of 2009. Aftee ticquisition of the entire equity from the minprihareholder
which took place on Octobef'®012, El.En. promised to free this partner fralirfinancial obligations towards the
Banca Popolare di Milano.

In 2011 the Parent Company, EIl.LEn. SpA underwttegefollowing:

- a bank guarantee jointly with the companies wipalticipate in the ATS constituted for this pur@ofor a maximum
amount of 3.074 thousand Euros as a guaranteéhéopayment of the sum required as a deposit orMih®©RD
research project, which has been included in thatgssued by the Bando Regionale 2010 approvetidoiregion of
Tuscany with Directive Decree n. 670 on Februaryy 2811, and extended until March 2015.

in 2013:

- a bank guarantee for a maximum of 50 thousana<£as a guarantee for customs duties as per e84adf the
T.U.L.D., payable for temporary imports, with exgiion date in June 2015 with possibility of extensannually.

And during this year:

- a bank guarantee for a maximum of 253 thousamd<Eas a guarantee for the restitution of the ammquested as a
down payment on the “BI-TRE” research project, whiwas accepted for a grant in the Bando Region@l2 2
approved by the Regione Toscana witecreto Dirigenzialen. 5160 on November52012, with expiration date in
February 2018.

The subsidiary Deka MELA underwrote a bank guaede a maximum of 1.178 thousand Euros as a gteednr
the payment of the amount requested as a down payomethe value added related to the fiscal yedr02@vith
expiration date in March 2015.

Cash and interest rate risks

As far as the exposure of the Group to risks rdl&tecash and interest rates is concerned, it dimeilpointed out that
cash held by the Group has been maintained atheléwgl| also during this half in such a way asdger existing debts
and obtain a net financial position which is exteynpositive. For this reason we believe that thesles are fully

covered. In any case it should be recalled thaPdrent Company El.En. have underwritten IRS cotgraith one of

the main credit institutes in order to cover ingtreates on financing in progress. The coverage made by

neutralizing the potential losses on the finanicisfrument with the profits made on another elen(idme derivative).

IAS 39 allows several types éfedge Accountingncluding that ofCash Flow Hedgevhich was the type used in this
case. The purpose of tigash Flow Hedgés to cover the risk created by fluctuations ia thture cash flow that are
caused by particular risks associated with amoentsred in the financial statements. In this chsevariations in the
fair value of the derivative are shown in the shareholdeggsiity for the amount needed to hedge and showhen t
income statement only when, with reference to tmewnt being hedged, there is a variation in thé v to be
compensated. If the hedge turns out to be ineffedtie variations ifiair value of the hedging contract must be shown
in the income statement.
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Operation Notional value Fair value
IRS € 166.66] -€ 50(
Total € 166.66] -€ 50(

In order to evaluate the impact that may be derfuech the changes in the interest rates applieshauld be noted that
since the financing shown below are not for gr@abants, any variation in the rate would not hawggaificant impact
on the shareholders’ equity.

Management of the capital

The objective of the management of the capitalhef Group is to guarantee that a low level of inddbéss and a
correct financial structure sustaining the busirgsmaintained so as to guarantee an adequatebettveen capital
and reserves and debts.

Financial Instruments (note 37)

Fair value

The table below shows a comparison by categorydsivbook value and fair value of all the finanaistruments of
the Group.

Book value Book value Fair value Fair value
31/12/2014 31/12/2013 31/12/2014 31/12/201
Equity investment available for sale
Equity investment in Cynsoure Inc. 22.553.644 40.539.084 22.553.644 40.539.084
Financial assets
Financial mid and long term receivables 30.p00 30.000
Financial receivables within 12 months 775.673 1.446.214 775.673 1.446.214
Short term Financial instruments 299.995 299.995
Cash and cash equivalents 73.803.5841 42.868.084 73.803.5841 42.868.084
Financial liabilities
Financial mid and long term debts 5.907.331 6.968.331 5.907.331 6.968.331
Financial liabilities due within 12 months 21.4974 15.762.814 21.494.474 15.762.811

Fair value hierarchy

The Group uses the following hierarchy in orderdtermine and to document the fair value of therfoal
instruments based on evaluation techniques:

Level 1: quoted prices (not rectified) in a mankéitich is active for identical assets and liabititie

Level 2: other techniques for which all the inputigh have a significant effect on the registered ¥alue can be
observed, either directly or indirectly.

Level 3: techniques which use input which havegaificant effect on the registered fair value whaie not based on
observable market data.

In the consolidated financial statement these quiscare applicable only to the evaluation of thaitggin Cynosure,
whose fair value can be classified as Level 1,esihpefers to an official quotation of the US Nagdnarket.
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As of December 312014 the Group possesses the following secustiatuated at fair value.

Level 1 Level 2 Level 3 Total
Equity investment in Cynsoure Inc. AFS 22.553.644 22.553.644
IRS -500 -500
Forward exchange contract -363.488
Currency swap 2.377 2.377
Total 22.553.644 -361.611 0 22.555.521

Other information (note 38)

Information supplied in compliance with art. 149-dwdecies of theRegolamento Emittenti Consob

In compliance with article 148uodecie®f theRegolamento Emittenti Consahe chart below shows the amounts for
the year 2013 related to auditing services andhose other than the ones conducted by Deloitteoéiche S.p.A for
the Parent Company and for some of the ltalianfargign subsidiaries.

Company providing the

; Receiver note 2014 fees (Euros)
service
Deloitte & Touche SpA Parent Company 50.159
Audit Deloitte & Touche SpA Italian subsidiaries 47.707
Deloitte & Touche SpA Foreign subsidiaries 18.054
Deloitte network Foreign subsidiaries 59.727
Other services Deloitte network Foreign subsidiaries 1) 17.342
1930

(1) Services of agreed upon procedures

The honorariums shown in the chart related todtaiompanies, include the annual adaptation obdkis of the ISTAT index; they are, moreover,

net of reimbursements for the expenses sustairgttharcontributions for supervision of the Consob.

Average number of employees

Average Average
2014 31/12/2014 2013 31/12/2013 Variation Var. %
Total 905,0 951 835,5 859 92 10,71%

For the Board of Directors
Managing director— Ing. Andrea Cangioli
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Declaration of the consolidated financial statemenin conformity with
art. 81-ter CONSOB regulation n. 11971 of May 14 1999 and later
modifications and additions

1. We the undersigned, Andrea Cangioli as managjiregtor, and Enrico Romagnoli as executive offi@sponsible
for the preparation of the financial statementsEbEn. SpA, in conformity with art. 154-bis, comm3aand 4, of
Legislative Decree no. 58 of February"21998, declare:
- the conformity in relation to the characteristiéthe company and
- the actual application of the administrative awdounting procedures used in drawing up the cimtated
financial statement, during 2014.
2. No significant aspect emerged concerning thee@bo
3. We also declare that:
3.1 the consolidated financial statement dated Deee 31 2014:
a) is drawn up in conformity with the applicabléeimational accounting standards recognized byEtim@pean
Union in conformity with Regulation (CE) n. 1606 of the European Parliament and the Commission, i
July 19" 2002;
b) corresponds to the figures in the ledgers acdwting books;

c) s suitable to supply a true and correct repradion of the capital, economic and financial &fiton of the
issuer and of the other companies included in ¢bpe of consolidation.

3.2 The Management Report contains a reliable aisalyf the trends and results of the activitiesnadl as the
situation of the quoted company and the group affamies included in the scope of consolidationetiogr with a
description of the principal risks and uncertaisti¢hich they are exposed.

Calenzano, March 13 2015
Managing Director Executive  officer responsible for the

preparation of the financial statements

Ing. Andrea Cangioli DdEnrico Romagnoli
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El. En. Sp.A.
Headquarters Via Baldanzese 17 Calenzano (Floréiatg,
Registry of companies, Florence n. 03137680488

Report of the Board of Statutory Auditors to the&holders’ Meeting on the
consolidated financial statement as of Decemb&i2814

To the shareholders of the Parent Company El.FnAS.

In compliance with Legislative Decree 58/1998 antd3. n. 39/2010, the legal auditing of the cordattd financial
statement has been assigned to the auditing conglamrged with the legal auditing of the financiatesment of the
Parent Company EIL.LEn. S.p.A.

The Board of Statutory Auditors in any case coneldidts supervising activity on the financial staggiinas of December
31 2014 and on the Management Report for 2014 (eklakso to the consolidated financials) in complemgth the
standards issued by ti@@nsiglio Nazionale dei Dottori Commercialisti (National Commission of Certified accountants)
and by theConsiglio Nazionale dei Ragionieri (now called theConsiglio Nazionale dei Dottori Commercialisti e degli
Esperti Contabili).

The consolidated financial statement of the Graugudes a certificate written by the managing doeand the
executive responsible for the preparation of tharftial statements in compliance with 154-bis deégd n.58/1998.

The consolidated statement was submitted for angpit Deloitte & Touche S.p.A., which expressedpimion without
criticism and declared that it was in conformityttwihe regulations which govern the criteria foawing up financial
statements, that it was clearly expressed andsepted in a true and correct manner the finanitisdtgon, the result of
the financial period and the cash flow of the El.&noup.

We examined the financial reports of the compaimelsided in the area of consolidation that had beemined by the
respective controlling bodies and by the Independaditors when the control procedures were impfeateduring the
auditing phase of the consolidated financial statgm

The Board of Statutory Auditors verified the copesdence of the criteria utilized for determinirge tarea of
consolidation and the principles of consolidatimwrused; these principles are described in the Nmtehe financial
statement which supplies full and complete infoiaratoncerning their application.
The Board of Statutory Auditors considers that itternal procedure adopted by the Parent Companyrder to
comply with the provisions of art. 36 of the Stddkrket Regulations, is adequate.

The consolidated financial statement of the Groag @rawn up in conformity with the IFRS internadibaccounting
principles. After European regulation n. 1606 ofyJ2002 came into effect, starting on Januafy2005 the ELEn.
Group, in fact, adopted the International AccoumtPrinciples (IAS/IFRS) issued by the Internatiodaicounting
Standards Board (IASB) and approved by the Eurogzanmission.

The Management Report is consistent with the dathrasults of the consolidated financial statensamd supplies
ample information on the economic and financialifpms of the Group.

In the Management Report the directors supply anmf@mation concerning the significant events timlved the
ElL.LEn. Group during 2014.
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The Board of Statutory Auditors, within the limitd its area of competency and, on the basis ofréiselts of the
verifications conducted by the Independent auditoetieves that the consolidated financial stat¢méthe Company
is drawn up in conformity with the regulations tigatvern it.

Florence, March 302015.

The Board of Statutory Auditors

Dr. Vincenzo Pilla, president of the Board of Staty Auditors.
Dr. Paolo Caselli, auditor.

Dott.ssa Rita Pelagotti, auditor
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Deloitte

Corso ltalia, 17
50123 Firenze
Italia

Tel: +39 055 2671011
Fax: +39 055 282147
www.deloitte.it

AUDITORS’ REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS
PURSUANT TO ARTICLES 14 AND 16 OF LEGISLATIVE DECREE No. 39
OF JANUARY 27, 2010

To the Shareholders of
EL.EN. S.p.A.

1.  We have audited the consolidated financial statements of EL.LEn. S.p.A. and subsidiaries (the
“EL.LEn. Group™), which comprise the statement of financial position as of December 31, 2014,
and the income statement, statement of comprehensive income, statement of changes in
shareholders’ equity and cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes. These consolidated financial
statements prepared in accordance with International Financial Reporting Standards as adopted
by the European Union and the requirements of national regulations issued pursuant to art. 9 of
Italian Legislative Decree n® 38/2005 are the responsibility of the Company’s Directors. Our
responsibility is to express an opinion on these consolidated financial statements based on our
audit.

2. We conducted our audit in accordance with the Auditing Standards recommended by CONSOB,
the Italian Commission for listed Companies and the Stock Exchange. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by the Directors, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

For the opinion on the prior year’s consolidated financial statements, whose data are presented
for comparative purposes, reference should be made to our auditors’ report issued on March 28,
2014.

3. In our opinion, the consolidated financial statements give a true and fair view of the financial
position of EL.LEn. Group as of December 31, 2014, and of the results of its operations and its
cash flows for the year then ended in accordance with International Financial Reporting
Standards as adopted by the European Union and the requirements of national regulations issued
pursuant to art. 9 of Italian Legislative Decree n® 38/2005.

Ancona Bari Bergamo Bologna Brescia Cagliari Firenze Genova Milano Napoli Padova
Palermo Parma Roma Torino Treviso Verona

Sede Legale: Via Tortona, 25 - 20144 Milano - Capitale Sociale: Euro 10.328.220,00 i.v.
Codice Fiscale/Registro delle Imprese Milano n. 03049560166 - R.E.A, Milano n. 1720239
Partita IVA: IT 03049560166

Member of Deloitte Touche Tohmatsu Limited



4. The Directors of ELEn. S.p.A. are responsible for the preparation of the report on operations and
the annual report on corporate governance in accordance with the applicable laws and
regulations. Our responsibility is to express an opinion on the consistency of the report on
operations and of the information reported in compliance with art. 123-bis of Italian Legislative
Decree n. 58/1998, paragraph 1, letters c), d), ), 1), m) and paragraph 2, letter b) in the annual
report on corporate governance, with the consolidated financial statements, as required by law.
For this purpose, we have performed the procedures required under Auditing Standard n. 001
issued by the Italian Accounting Profession (CNDCEC) and recommended by CONSOB. In our
opinion, the report on operations and the information reported in compliance with art. 123-bis of
Italian Legislative Decree n. 58/1998 paragraph 1, letters c), d), ), 1), m) and paragraph 2, letter
b) included in the annual report on corporate governance are consistent with the consolidated
financial statements of E1.En. Group as of December 31, 2014.

DELOITTE & TOUCHE S.p.A.
Signed by

Gianni Massini

Partner

Florence, Italy
March 30, 2015

This report has been translated into the English language solely for the convenience of international
readers.
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Statement of financial position

Notes 31/12/2014 31/12/2013
Statement of financial position
Intangible assets 1 164.446 55.300
Tangible assets 2 12.701.158 12.589.712
Equity investments: 3
- in subsidiaries 16.651.218 16.526.559
- in associates 551.328 611.499
- other investments 22.594.562 40.610.546
Total equity investments 39.797.108 57.748.604
Deferred tax assets 4 2.734.763 3.041.799
Other non current assets 4 3.108 33.108
Total non current assets 55.400.583 73.468.523
Inventories 5 20.199.281 20.686.507
Accounts receivables: 6
- from third parties 6.357.638 4.524.720
- from subsidiaries 23.457.495 22.497.945
- from associates 533.919 358.358
Total accounts receivables: 30.349.052 27.381.023
Tax receivables 7 3.253.032 1.079.339
Other receivables: 7
- from third parties 1.233.509 777.165
- from subsidiaries 4.102.689 3.333.240
- from associates 61.565 13.565
Total other receivables 5.397.763 4.123.970
Financial instruments 8
Cash and cash equivalents 9 43.511.706 21.808.559
Total current assets 102.710.834 75.079.398
TOTAL ASSETS 158.111.417 148.547.921
Share capital 10 2.508.671 2.508.671
Additional paid in capital 11 38.593.618 38.593.618
Other reserves(*) 12 63.595.335 78.182.701
Treasury stock 13 -528.063
Retained earnings / (deficit) 14 -984.282 -918.092
Net income / (loss) 23.529.094 1.998.784
Total equity 127.242.436 119.837.619
Severance indemnity 15 1.110.639 968.055
Deferred tax liabilities 16 1.093.934 1.127.696
Other accruals 17 602.652 490.444
Financial liabilities: 18
- to third parties 1.340.000 4.036.667
Total financial liabilities 1.340.000 4.036.667
Non current liabilities 4.147.225 6.622.862
Financial liabilities: 19
- to third parties 12.092.473 6.206.696
Total financial liabilities 12.092.473 6.206.696
Accounts payables: 20
- to third parties 8.530.845 11.173.200
- to subsidiaries 1.246.296 1.110.969
- to associates 1.148 2.728
Total accounts payables 9.778.289 12.286.897
Income tax payables 21 1.671 146.191
Other payables: 21
- to third parties 4.663.363 3.390.161
- to subsidiaries 185.960 57.495
Total other payables 4.849.323 3.447.656
Current liabilities 26.721.756 22.087.440
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 158.11 1.417 148.547.921

In compliance with Consob vote 15519 of July” 2006 the amounts related to significant non-réegroperations for 2013, for an amount of
27.966 thousand Euros entered under “Other resemnesdescribed in Note (32).
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Income Statement

Income statement Note 31/12/2014 31/12/2013
Revenues: 22

- from third parties 14.622.782 9.538.044

- from subsidiaries 31.821.396 33.801.621

- from associates 568.572 2.957.703
Total revenues 47.012.750 46.297.368
Other revenues and income: 23

- from third parties 423.520 452.975

- from subsidiaries 408.382 381.085

- from associates 4.687 11.459
Total other revenues and income 836.589 845.519
Total revenues and income 47.849.339 47.142.887
Purchase of raw materials: 24

- to third parties 20.528.033 23.016.258

- to subsidiaries 1.754.875 2.492.200

- to associates 1.080 4.247
Total purchase of raw materials 22.283.988 25.512.705
Change in inventory of finished goods and WIP 4823) (1.412.031)
Change in inventory of raw material 116.452 (2.159.883)
Other direct services: 25

- to third parties 3.625.343 3.737.267

- to subsidiaries 173.723 136.772
Total other direct services 3.799.066 3.874.039
Other operating services and charges: 25

- to third parties 5.867.673 5.264.266

- to subsidiaries 369.284 122.849

- to associates 33.000
Total other operating services and charges 03B36. 5.420.115
For staff costs 26 11.633.906 10.540.369
Depreciation, amortization and other accruals 27 .723.562 3.907.487
EBIT 2.095.892 1.460.086
Financial charges: 28

- to third parties (695.989) (475.075)
Total financial charges (695.989) (475.075)
Financial income 28

- from third parties 5.998.027 964.396

- from subsidiaries 52.375 67.747

- from associates 349 240
Total financial income 6.050.751 1.032.383
Other net expenses 29 (1.131.109) (960.597)
Other net income 29 19.329.977 1.676.210
Income (loss) before taxes 25.649.522 2.733.007
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Income taxes T30 2.120.428 734.223
Net income (loss) 23.529.094 1.998.784
Statement of comprehensive income

31/12/201. 31/12/20138
Reported net (loss) income (A) 23.529.09 1.998.784
Other income/(loss) that will not be entered imime statement net of fiscal effects:
Measurement of defined-benefit plans (117.378 52.024
Capital gain (loss) on treasury stocks (66.190 0
Other income/(loss) that will be entered in incastetement net of fiscal effects:
Unrealized gain (loss) on investment AFS (14.072.93¢ 32.989.03p
Unrealized gain (loss) on derivatives and othengba 5.767 13.91¢
Total other income/(loss), net of fiscal effectB} ( (14.250.741 33.054.97B
Total comprehensive (loss) income (A)+(B) 9.278.35] 35.053.76p
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Cash flow statement

Cash flows statement Notes 31/12/2014 related parties 31/12/2013 radtparties

Cash flow generated by operating activity:

Profit (loss) for the financial period 23.529.494 1.998.784

Amortizations and depreciations 27 1.043.882 973.622

Capital gain on sale of equity investments 29 -29.977

(Re)-Devaluations of equity investments 29 1.098.37 1.093.378 959.867 959.867

Stock Options 26 3.318

Change of employee severance indemnity 15 -19.316 -88.354

Change of provisions for risks and charges 17 .2 37.731 -2.538.026 -2.561.124

Change of provisions for deferred income tax assets 4 547.759 -1.149.206

Change of provisions for deferred income tax liibg 16 -33.762 358.889

Inventory 5 487.226 -3.336.274

Account Receivables 6 -2.968.029 -1.135.111 4.021.748 3.863.1841

Tax receivables 7 -2.173.693 101.965

Other receivables 7 80.629 19.085 146.479 31.550

Account Payables 20 -2.508.608 133.747 5.068.731 -198.552

Income Tax payables 21 -144.520 112.973

Other payables 21 1.401.667 128.465 -38.919 -324.224
-22.411.156 4.596.81

Cash flow generated by operating activity 1.117.93 6.595.59

Cash flow generated by investment activity:

(Increase) decrease in tangible assets 2 -1.089.494 -735.523

(Increase) decrease in intangible assets 1 -174.980 -35.208

(Increase) decrease in equity investments and moert assets 3-4 21.948.959 -1.098.446 -3.512.735 -3.494.734

Increase (decrease) in financial receivables 7 3541422 -836.534 66.739 149.017

Cash flow generated by investment activity 19.330.06 -4.216.72

Cash flow from financing activity:

Increase (decrease) in non current financiallltggds 18 -2.696.667 -3.321.666

Increase (decrease) in current financial liaketiti 19 5.891.550 2.157.828 -843.533

Change in Treasury Stock 13 461.873

Dividends distributed 31 -2.401.610 -2.401.610

Cash flow from financing activity 1.255.144 -3.565.444

Change in cumulative conversion adjustment reservand 66.181

other no monetary changes

Increase (decrease) in cash and cash equivalents

| 21.703.141 | —1.120.391

Cash and cash equivalents at the beginning of then&ncial 21.808.559 22.928.956
period
Cash and cash equivalents at the end of the finamtiperiod 43.511.706 21.808.559

All of the cash and cash equivalents consist af cashand and balance in the checking accountsedbanks.
Interest earned during this financial period amsuttt 504 thousand Euros, of which 52 thousand Efmas

subsidiary companies.

Income taxes for this financial year were 1.672i#@md Euros.
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Changes in the Shareholders’ equity

Balance Net income Dividends Other Comprehensive  Balance
SHAREHOLDERS' EQUITY: 31/12/2012(a) allocation distributed operations (&8) income 31/12/2013
Share Capital 2.508.671 2.508.671
Additional paid-in capital 38.593.618 38.593.61
Legal reserve 537.302 537.304
Treasury shares -528.0p63 -528.063
Others reserves:
Extraordinary reserves 35.044.641 7.403.301 42.447.94]
Reserve for contribution on capital 426.657 426.657
account
Other reserves 1.712.265 3.557 33.054.974 34.770.80(
Retained earnings -918.0p2 2.401.610 -2.401.61Q -918.092
Net income (loss) for the financial 9.804.911 -9.804.911 1.998.784 1.998.784
eriod
'T'otal Shareholders’ equity 87.181.914 0 -2.401.61Q 3.557 35.053.762 119.837.614
Balance Net income Dividends Other Comprehensive Balance
SHAREHOLDERS'’ EQUITY: 31/12/2013 allocation distributed operations (losshcome 31/12/2014
Share Capital 2.508.671 2.508.671
Additional paid-in capital 38.593.618 38.593.614
Legal reserve 537.302 537.302
Treasury shares -528.0p63 528.063 0
Others reserves:
Extraordinary reserves 42.447.942 -402.825 42.045.117%
Reserve for contribution on capital 426.657] 426.657
account
Other reserves 34.770.8p0 10 -14.184.551 20.586.254
Retained earnings -918.0p2 1.998.784 -1.998.785 1 -66.190 -984.282
Net income (loss) for the financial 1.998.784 -1.998.784 23.529.094 23.529.094
eriod
'T'otal Shareholders’ equity 119.837.614 0 -2.401.61Q 528.074 9.278.359 127.242.43¢

(a) The amounts reflect the application of thegedilAS 19
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NOTES TO THE FINANCIAL STATEMENT
INFORMATION ON THE COMPANY

El.LEn. SpA is a corporation which was founded asdragistered in Italy. Headquarters of the comparg in
Calenzano (Florence), Via Baldanzese 17.

Ordinary stock of the company is quoted on the Mitlich is managed by Borsa Italiana SpA.

The EL.En. Financial Statement was examined ancbapp by the Board of Directors on MarcH"12015.

The amounts shown in this statement are in Eurtessimtherwise indicated.

PRINCIPLES USED FOR DRAWING UP THE STATEMENT AND
ACCOUNTING STANDARDS

PRINCIPLES USED FOR DRAWING UP THE FINANCIAL STATEM ENT

The statement for the financial year 2014 whichre@spnts the separate statement of EI.LEn. S.p.draisn up on the
basis of the principle of historical cost with teeception of a few categories of financial instrumsefor which the
evaluation has been made on the basis of the pkneoffair value

This separate Financial Statement consists of:
» the Statement of financial position,
» the Income statement,
» the statement of comprehensive income
» the Cash flow statements
» the Statement of changes in the Shareholders’yequit
» the Explanatory Notes which follow.

The economic information given refers to the finahgears 2014 and 2013. The financial informat@nthe other
hand refer to the situations on Decembet 114 and December 32013.

For information concerning the type of activitieswhich the company is involved and the significaménts which
occurred after the closing of the financial yedeage refer to the Management Report.

COMPLIANCE WITH INTERNATIONAL ACCOUNTING STANDARDS

The statement as of December'2D14 has been formulated using the Internatioraio@nting Standards (IFRS)
issued by the International Accounting StandardrB8¢8ASB) and approved by the European Union, ideig all of
the international standards which are subject terfmetation (International Accounting StandardsAS) and the
interpretations of the International Financial Rejng Interpretation Committee (IFRIC) and the femrStanding
Interpretations Committee (SIC) besides the revigaddards which came into effect this year.

ACCOUNTING STANDARDS AND EVALUATION CRITERIA

The accounting principles used for drawing up fimancial report are in compliance with the accinmtstandards
used for drawing up the financial report on Decen®i' 2013 with the exception of the new principles #@ndse
revised by the International Accounting Standardar and the interpretations of the Internationaafcial Reporting
Interpretations Committee as described in the dateted financial statement for the El.En. Grouptle specific
chapter titled “Accounting standards and evaluatidteria” which should be consulted for furthetalks.

USE OF ESTIMATES

In applying the IFRS, the drawing up of the Sema@nancial Statement requires estimates and assumapo be
made which affect the assets and liability figuséthe financial statement and relative informatand potential assets
and liabilities at the date of reference. The dg¥ia results could differ from such estimates. Hstimates are used to
enter the provisions for risks on receivables,dbsolescence of stocks, amortization and depreniatievaluation of
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assets, stock options, employee benefits, taxeso#met provisions and funds. The estimates andngsons are
periodically reviewed and the effects of any véoiatare reflected in the Income statement.

ACCOUNTING POLICIES

A) INTANGIBLE FIXED ASSETS WITH A FINITE AND INDEFINITE  LIFE

Intangible assets are those assets lacking arifidblg physical consistency able to produce futecenomic benefits.
They are entered at the historical purchase cbsiys net of the amortization applied in the cousééhe financial
years and directly ascribed to the single headifgse.company has chosen to maintain historical, catier than fair
value, as the measurement criteria for intangibledf assets. In the case in which, independentiyh@famortization
already entered, there should be a loss of vahgefixed asset is correspondingly devalued; isubsequent financial
years the reasons for the devaluation should deasdst, the value is restored to a maximum liofiits original value,
adjusted only by the amortization.

The costs incurred internally for the developmentew products and services constitute, dependmthe individual
case, tangible or intangible assets generatednaitgrand are entered in the assets only wherehallfollowing
conditions are satisfied: 1) where the technicasgality or intention to complete the asset sdacamake it available
for use or sale exists; 2) where there is a capémitthe company to use or sell the asset; 3ettistence of a market
for the products and services deriving from theeasar of utility for internal purposes; 4) the lihiof the asset to
generate future economic benefits; 5) the avaitglf sufficient technical and financial resousce® complete the
development and sale or internal use of the prsdaied services deriving from it; 6) reliable assesnt of the costs
attributable to the asset during its developmeht €apitalization of development costs includes/ ahe expenses
incurred which may be directly attributed to thevelepment process. Research costs are enteredeindome
statement in the financial year in which they ai@iired. The Other Intangible Fixed Assets witinée useful life are
assessed at purchase or production cost and aetbdiza constant rate during their estimated usiéul

Goodwill and other activities which have an indéérife are not subject to systematic amortizatoart to an annual
impairment test.

B) TANGIBLE FIXED ASSETS

The assets have been entered at the purchase goetiaction cost, inclusive of accessory chargesof depreciation.
Ordinary maintenance expenses have been entirglyreghin the Income statement. Maintenance costarof
incremental nature have been attributed to thetdtsm they refer to and depreciated accordinght® tesidual

possibility of use of the said item

The company uses the method of original cost a®sgpto fair value as the assessment criteriaafogible fixed

assets. Specifically, in accordance with such stedy] the value of land and of the buildings camms&d on it is

separated and only the building is depreciated.

The aliquots used for depreciation are shown orchiagt below:

Description Depreciation percentage
Buildings

- buildings 3.00%
Plants and machinery

- generic plants and machinery 10.00%

- specific plants and machinery 10.00%

- other plants and machinery 15.50%
Industrial and commercial equipment

- miscellaneous and minute equipment 25.00%
- kitchen equipment 25.00%
Other goods

- motor vehicles 25.00%

- forklift 20.00%

- lightweight constructions 10.00%

- electronic office equipment 20.00%

- furniture 12.00%

C) FINANCIAL CHARGES
Financial charges are registered in the Incomersiant at the time in which they are sustained.

D) LOSSES IN VALUE OF ASSETS

At each date referred to in the financial year shothe tangible and intangible assets with a fififee have been
assessed for the purposes of identifying any indisaof loss in value. The recoverable value of goedwill and
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intangible assets with an indefinite life, wheregant, have been estimated at each date of rederdribere is any
indication of a reduction in value the presumeduasin value is estimated.

The presumed cashing-in value is the higher oftweevariables, net sales price and utility valuedetermining the
utility value, expected future flows of funds arsabunted using a pre-tax discount rate which céslehe current
market value of the money rate referred to thestment period and specific risks of the business.a-business not
generating highly independent flows of funds, thehing-in value is determined in relation to thehegenerating unit
which the said business belongs to. A loss of vaduentered in the Income statement wherever theeventered for
the asset or the relative cash generating unittwitiis allocated to, is higher than the presumeshing-in value. With
the exception of goodwill, value losses are reddjlisvherever the causes which have generated thase ¢o exist.

E) FINANCIAL ASSETS : EQUITIES

According to IAS 27, the equities in subsidiary ganies, in entities jointly controlled and in asated companies not
classified as for sale (IFRS 5) must be enteremlactounts at cost or in conformity with IAS 39tie separate annual
report of El.LEn. SpA the cost criteria has beerduse

Since the necessary conditions exist, a consotidgtitement has been drawn up.

F) FINANCIAL INSTRUMENTS

Equities in other companies

The equities in other companies which are not slidgr$és or associated (usually with an ownershifes$ than 20%)
are classified at the time of purchase, amongitian€ial assets “available for sale” or among tbeets “evaluated at
fair value through the Income statement” with therent or non-current assets. Changes in the dlaquities that are
classified as available for sale are entered inteserve of the shareholders’ equity which will déxgered into the

Income statement at the time of sale. Changesearvéifue of the equities classified as assets etealuat fair value

through the Income statement are entered dirently the Income statement. These equities are eealuat cost

according to IAS 39.

Trade receivables
The receivables are entered at cost (identifiedguie nominal value) net of any value losses,esponding to their
presumed cashing-in value.

Other financial assets

Financial assets are added and removed from tldial statement according to the date of negotiaéind are
initially evaluated at cost, inclusive of the chasglirectly connected with the acquisition. At tbsequent dates of
the financial statement, the financial assets tivddd until expiry date are shown at cost amortiaedording to the
effective interest rate method, net of any devadumaapplied to reflect value losses.

Financial assets other than those held until etipitare classified as held for negotiation or kakde for sale and are
estimated at fair value each financial year wittnitaition respectively in the Income statement untle heading
“Financial Revenue (Charges)” or in a special nesa@f the Shareholders’ equity, in the latter castl such time as
they are cashed-in or until they have sufferedsa io value.

Cash and cash equivalents
This heading includes cash reserves and bank atscand other short-term financial investments &ithigh level of
availability which can be easily converted intgltat a negligible risk of varying in value.

Treasury stock
Treasury stock is entered against shareholderstyedNo profit/loss is shown in the Income statettrien the purchase,
sale, issue or cancellation of treasury stock.

Trade payables
Commercial payables, the due date of which fallthiwithe normal commercial terms, are not actudliaed are
entered at cost (identified as their nominal value)

Financial liabilities

Financial liabilities are initially entered at fairalue net of the transaction costs directly attidble to them.
Subsequently, financial liabilities are estimateithwhe criteria of amortized cost, using the dfifex original interest
rate method.

Derivatives and measurement of hedging operations

Fair value hedgeif a derivative financial instrument is desigedias a hedge against fluctuations in the fairevaftan
asset or a liability that is entered in the statetsieattributed to a particular risk which can effthe income statement,
the profit or loss derived from the later evaluatiof the current value of the hedging instrumeet shown in the
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income statement. The profit or loss on the amdhbat is hedged that can be attributed to the tisk ts hedged,
modify the book value of that amount and are shimithe income statement.

Cash flow hedgdf an instrument is designated as a cash flowgheahainst the variations in the cash flow of asets
or a liability entered into accounts or a planogaration that is highly likely to take place antieth could have an
effect on the income statement, the effective portf the profits or losses is shown in the shdddre’ equity. The
profit or loss accumulated are subtracted fromshareholders’ equity and entered into the incoratestent at the
same time that the operation being hedged is redofthe profit and loss associated with a hedgeithr that part of
the hedge that has become ineffective are immeyiateered into the income statement. If a hedgisgrument or a
hedging relation are closed but the operation ithdieing hedged has not yet been concluded, thigspemd losses
accumulated and up to that time entered in theetlodders’ equity, are registered in the incomeestaint as soon as
the operation is concluded. If the operation bdirdged is no longer considered likely to take plaéloe profits and
losses which have not yet been realized and apesdsd in the shareholders’ equity, are enteredeidisely in the
income statement.

Held for trading (instruments for negotiation) these are derivafimancial instruments for the purpose of speautat
or negotiation. They are evaluated at fair valug i@ variations must be entered in the incomestant.

G) INVENTORY

Stocks of raw materials and finished products asduated at the cost or market value; the cosgisrchined using the
method of average weighted cost. The evaluatiomwéntories is based on the basis of the directscosthe raw

materials and the labor and the indirect costsroflpction (variable and fixed). Devaluation prowiss are also set
aside for materials, finished products, spare partsother supplies considered obsolete or wilbwa girnover bearing

in mind the possibilities of reuse and sale.

Inventory stocks of works in progress are evaluatedhe basis of production costs, with refererceht average
weighted cost.

H) RETIREMENT FUNDS ANDEMPLOYEE BENEFITS

SEVERANCE INDEMNITY

Up until December 31 2006 the severance indemnity fund was considarddfined benefit plan. The regulating of
this fund was changed by law no. 296 of Decembét 2006 (“Legge Finanziaria 2007) and later decress a
regulations issued during the first months of 20Di.the basis of these modifications, and withipaldr reference to
companies with at least 50 employees, this ingtituts now considered a defined benefit plan exeblg for the
amounts which matured before Januaty2D07 (and not yet liquidated in the financial staént) whereas for the
guotas which mature after that date, it is considexr defined contribution plan.

For defined benefit plans, the amount already nedltuis projected to estimate the amount to be aiaidle moment of
termination of the employment contract and subseijueecalculated, using the “Projected unit credathod”. This
kind of accounting methodology is based on theasfess demographic and financial nature so as toensakeasonable
estimate of the amount of benefits which each eyg@das already matured on the basis of the wark.do

By means of the actuarial estimate, therent service coswhich defines the amount of rights matured dutiing
financial year by employees is entered under tha&ff‘sosts” heading of the Income Statement andiriterest cost,
which constitutes the figurative charge which tbenpany would have to pay if it took out a loan ddqadhe severance
indemnity on the market, is entered among the ‘féred income (charges)”.

The actuarial gain and losses accumulated up latil year which reflect the effects of changeshia &ctuarial
hypotheses used, were entered pro-quota in themlacBtatement for the rest of the average workifeg df the
employees when their net value not entered attdeoé the preceding year exceeded the value oliabdity by 10%
(so-called corridor method).

In compliance with the transition rules stipulated IAS 19 in paragraph 173, the Group appliedahendment to
IAS 19 starting on January™1 2013 retroactively, re-determining the amountsthaf financial position shown on
January T 2012 and December 312012, as though the amendment had always bedieépp

For defined contribution plans the company paysatstribution to a public or private pension funa an obligatory,
contractual or voluntary basis. Once the contiidng have been paid, the company has no furtheégaildns. The
contributions they have paid are entered into titeme Statement when owed.

STOCK OPTION PLANS

The costs of staff labor remunerated by meansstdek option plarare determined on the basis of the fair value ef th
options granted to the employees at the date afrasent.

The calculation method for the determinatiorfaf valuebears in mind all the characteristics of the ogi¢auration
of the option, price and conditions for exercisihg options etc), as well as the value of the stmickhe date of
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assignment, of the volatility of the stock and led interest rate curve again at the date of assghoonsistently with
the duration of the plan. The Black & Scholes mgcmodel is used.

The cost is shown in the Income Statement duriegpiriod in which the rights granted mature, carig) the best
possible estimate of the number of options becorekggcisable.

In compliance with the IFRS 1, the said standarsi tieen applied to all the assignments subsequevdwember
2002 which had still not matured by Januafy2005.

I) PROVISIONS FOR LIABILITIES AND CONTINGENCIES

The Company has shown the provisions for futurdiogancies wherever, in the face of a legal or igipbbligation
to third parties, it is probable that the Companly ave to use its resources to honor such argattin and when a
reliable estimate of the amount of the obligatitself can be made. Variations in such estimategeftected in the
Income statement for the financial year in which Hariation takes place.

L) REVENUE RECOGNITION

The revenue from the sale of goods is recorded wl@significant risks and benefits of the owngrsifithe goods are
transferred to the purchaser, which is normallytiime when they are delivered or shipped.

Financial revenue and charges are entered on #ig tfainterest matured on the net value of thatined financial asset
or liability using the actual interest rate.

The dividends from equities are entered accordirthe cash basis.

M) ENTRIES IN FOREIGN CURRENCY
Assets and liabilities in foreign currency, withetaxception of real estate, are entered at theasgehrate in effect on
the day that the financial period was closed aed¢fative profits and losses are entered intdrtbeme statement.

N) GRANTS

Contributions, from both public and third party yaie bodies are entereshen there is reasonable certainty of
receiving them and of satisfying the conditions édtaining them. Contributions received for specdéixpenses are
shown among the other liabilities and creditedhite lncome statement at the moment in which the itiond for
entering them are satisfied. Contributions receifeedspecific assets, the value of which is entexewng the tangible
or intangible assets, are shown either as direlttateon of the assets themselves or among the b#tlities and are
credited to the Income statement in relation topweod of depreciation of the assets they refer to

Grants in operating account are shown entirelyhi lIncome statement at the moment in which the itiond for
entering them are satisfied.

0) TAXES

Current income taxes for the financial year havenbentered according to the aliquots and regulat@mnrently in
force on the basis of a realistic estimate of téxaficome for the period. The fiscal debts for thésxes are entered
among the tax debts net of any down payments.

Deferred income tax assets and liabilities havenbesdculated on the basis of differences of a teamyonature
between assets and liabilities recognized for tasp@ses and the corresponding figures on the finhstatements
applying the current tax rate in force or esselgtiad force at the date of reference. Deferred @aagets have been
entered as assets when it is probable that théypeilecovered, in other words, when it appeard\likhat the entity of
the taxable amount in the future will be sufficiémtrecover the assets. The possibility of recupegahe deferred tax
assets is re-examined at the closing of each finhyear.
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Information on the Statement of financial positionAssets

Non-current assets

Intangible assets (note 1)

Breakdown of changes occurring in intangible fieadets during the period is shown on the chartibelo

Balance Other Balance

Categories 31/12/13 Variation (Devaluation) Operations  (Amortizations) 31/12/14
Costs of research, development 65.86¢ -21.95: 43.91:
Patents and rights to use patents 50.787 -10.15% 40.63(
others
Concessions, licences, trade ma 29.75( 49.92¢ -30.37¢ 49.30:
and similar rights
Other 55C 8.401 -3.35( 5.601
Intangible assets in progress anc 25.00( 25.00(
payments on account

Total 55.30( 174.98( -65.83¢ 164.44¢

Under the heading of “Costs of research and dewsdoi” we have entered the costs sustained for éleldpment of
three new prototypes; under the heading of “Patentsrights to use the patents of others” we hanered the costs
sustained for the acquisition of a patent.

Under the heading of “Concessions, licenses, tradek and similar rights we have entered the casitamed for the

purchase of software licenses; the residual headiri@thers

software.

" “ consist mainly of the costs for theeation of new
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Tangible fixed assets (note 2)

Breakdown of changes occurring in the tangibledigesets during the period is shown on the chéotwbe

Balance Other Balance
Cost 31/12/13 Increments Devaluations operations (Disposals) 31/12/14
Lands 1.881.77 129.66° 66.01: 2.077.45!
Buildings 10.656.49 303.30¢ 154.02¢ 11.113.82
Plants and machinery 2.158.32' 127.89! -28C 2.285.94:
Industrial and commercial equipmer| 4.441.77. 431.75¢ -12.20:¢ -50.54: 4.810.78:
Other goods 1.770.82: 116.37: -17.347 -31.577 1.838.27
Tangible assets under construction 215.17( 8.68¢ -220.03 3.822
Total 21.124.36 1.117.68 -29.83( -82.11¢ 22.130.10
Balance Other Balance
Depreciation provisions 31/12/13 Depreciation  Devaluations operations (Disposals) 31/12/14
Lands
Buildings 2.155.03 319.70¢ 247473
Plants and machinery 1.225.39: 191.33¢ -28C 1.416.45:
Industrial and commercial equipmer| 3.803.65! 318.85¢ -8.38( -30.12: 4.084.001
Other goods 1.350.57 148.15( -17.347 -27.63( 1.453.74
Tangible assets under construction
Total 8.534.65! 978.04¢ -26.00" -57.75: 9.428.94.
Balance Other (Depreciations Balance
Net value 31/12/13 Increments operations and (Disposals) 31/12/14
devaluations)
Lands 1.881.77 129.66° 66.01: 2.077.45!
Buildings 8.501.46 303.30¢ 154.02¢ -319.70¢ 8.639.08
Plants and machinery 932.92¢ 127.89! -191.33« 869.49(
Industrial and commercial equipmer 638.12: 431.75¢ -3.82¢ -318.85¢ -20.42( 726.77¢
Other goods 420.25: 116.37: -148.15( -3.947 384.52¢
Tangible assets under construction 215.17( 8.68¢ -220.03 3.822
Total 12.589.71 1.117.68 -3.82¢ -978.04¢ -24.367 12.701.15

In accordance with the current accounting standaldsvalue of the land has been separated fronvahe of the
buildings located upon it and the lands have nenbemortized since they constitute an element gaamunlimited
useful life. The value of the lands on Decembet 314 was 2.077 thousand Euros. The increaseshated to a
purchase made by the company this year. Amongttier operations there is also the clearance acdoutiie down
payments made before the closure of the purchakeetated to the same plot of land.

The heading of “Buildings” includes the buildingraplex in Via Baldanzese in Calenzano (Florence)emehthe
company operates along with the subsidiaries Delk&a.IMA., Cutlite Penta, Esthelogue and Pharmothia, Huilding
complex in Via Dante Alighieri also in Calenzanairghased in 2008 and the second one acquired ¢aisand the
building in the city of Torre Annunziata purchasad?006 for the research, development and produciivities of
the subsidiary Lasit SpA.

The increase under the heading of “industrial amuiroercial equipment” is due mainly to the capitation of lasers
made by the company, while the increases undenghding of “Other goods” is related in particulathe purchase of
new motor vehicles, furniture and electronic eqepm

The amounts shown in the column “disposals” of ¢htegory of “industrial and commercial equipmenttidOther
goods” refers to sales of assets.

The amounts shown under the heading of “Other djp@asi in the category of “Tangible assets undemstniction”

refers to the clearance account for the initialt€asustained by the company for the acquisitiorthef building
mentioned above which was concluded in the monttuné 2014.
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Equity investments (note 3)

Equities in subsidiary companies

% Value of Equity Result Share of

Company name: Headquarters | owned charge 31/12/2014 31/12/2014 equity Difference

Deka M.E.L.A. Srl Calenzano (Fl)[ 85,00% 1.431.58 9.686.82 659.53¢ 8.233.79 6.802.21
Italy

Cutlite Penta Srl Calenzano (Fl)[ 96,65% 2.478.701 2.981.19 140.11¢ 2.881.32 402.62.
Italy

Esthelogue Srl Calenzano (Fl)[ 50,00% 175.00( -53.29: -167.19: -26.64¢ -201.64¢
Italy

Quanta System Spa | Solbiate Olona | 100,00% 7.909.02 6.751.69: 2.069.07 6.751.69 -1.157.32:
(VA) - ltaly

Lasit SpA Vico Equense 70,00% 1.043.61 2.177.88 495.00¢ 1.524.52 480.90¢
(NA) - ltaly

Deka Sarl Lyons - France| 100,00 131.28( 291.39¢ 160.11- 291.39¢ 160.11¢

BC Tech GmbH (ex [Munchen - 100,00% 2.015.79 -

Deka GmbH) Germany

Asclepion Laser Jena - German 50,00% 1.025.87' 7.945.84. 2.226.92. 3.972.92. 2.947.04.

Technologies GmbH

BRCT Inc New York - 100,009 1.128.44 1.445.91. 240.16: 1.445.91 317.46t
USA

LT Tech of Carlsbad |Carlsbad - US/| 12,74% -1.763.19 35.65¢ -224.63: -224.63:

Inc. (ex Deka Laser

Technologies Inc)

Cutlite do Brasil Ltda | Blumenau - 68,56% 1.285.09 1.702.14 -824.04° 1.166.99. -118.10°
Brazil

Deka Japan Co. Ltd | Tokyo - Japan 55,00% 42.58¢ 688.66t -94.36¢ 378.761 336.18(

Total 16.651.21 31.855.08 6.956.78: 26.396.06 9.744.84.

From the analysis of the expected profits from Elsiue S.r.I., which was made using the DCF methma,
indications of further losses in value emerged #nedefore we did not proceed with the alignmenthef book value
with the corresponding fraction of the shareholderniity. The use value was determined by the Disted Cash
Flow (DCF) method, actualizing the cash flow coméai in the economic-financial plan approved by Buoard of
Directors for the years 2015-2017. In order to detee the use value of the CGU we considered thanftial flow
actualized for the three years of explicit forecadtled to a terminal value which was equal to phesent value of the
perpetual revenue of the flow generated durindabeyear of explicit forecast.

The main assumption of the economic-financial plaed to run the impairment test is relative togtmnth rate of the
sales volume for the timer range covered by the.prhe rates used to make the forecasts thatugedkas part of the
impairment test are consistent with the final dhteing 2014 and the outlook for their specific netrk

The actualization rate applied to the future cistw (WACC) is 9,44%; for the cash flow related the years
following the explicit forecast, we use the hypatiseof a long range growth rate “g” of 1,5%.

For the subsidiary Quanta System SpA the differdreteveen the amount entered in the financial stat¢rand the
corresponding fraction of the shareholders’ eqisitsnainly due to the goodwill paid at the time loé tacquisition. The
amount of this goodwill is, among other things.tifiesd by an analysis of the expected profitabilidfthe company
made using the DCF method and also by the capmiasgmplicit in the equity held in the subsidigkgclepion Laser
Technologies GmbH as described previously in thesGlidated Notes.

The equity in Cutlite do Brasil was subjected teedi devaluation after the losses registered iMZ04L an amount of
1.004 thousand Euros. The amount of the equitligaed with the corresponding quota of the net shalders’ equity
excluding amounts due to minority shareholderspfmyments still owed for the increase in capitalraped last year
and for which a deferred payment has been accepted.

For further information on the impairment test thave been conducted, please consult the explgnattes in the
Consolidated financial statement.

On August ¥ 2014 we concluded transaction for the increasmpital in BRCT Inc. by underwriting the newly sl
stock for an amount of 637,5 thousand dollarsaAssult, the equity in BRCT Inc .increased in eadhy 476 thousand
Euros. The additional increase in the amount @ eyuity (about 653 thousand Euros ) is due todkedlocation of a
gradual devaluation from the equity devaluationdftm the reserve for devaluation of inter-Groupereables.

On October 29 2014 BC Tech GmbH (ex DEKA Lasertechnologie Gmid} definitively closed and cancelled from
the register of companies.
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On December 312014 for LT Tech of Carlsbad Inc. (ex Deka Lasecfnologies Inc.) the losses for the year were
accrued in a special fund. In any case, the compaaged all activity in the month of December andadw being
liquidated.

Equities in associated companiese

% Value of Equity Result Share of
Company Name: Headquarters owned charge 31/12/2014 31/12/2014 equity Difference
Actis Srl (*) Calenzano (I) 12,009 1.24(C 111.79] 14.224 13.41¢ 12.17¢
Elesta Srl (ex IALT Scrl)[Calenzano (l) 50,00 112.96} 686.37¢ 66.76¢ 343.18f 230.22]
Immobiliare Del.Co. Srl |Solbiate Olona (l) 30,009 274.20( 58.754 9.23( 17.62¢ -256.574
S.B.I. SA Herzele (B) 50,00 162.92] 325.841 -120.34] 162.92] -
Total 551.32 1.182.77] -30.11¢ 537.15] -14.17¢

(*)Data as of December 32013

The data related to the associated company “ImmaobilDel.Co. S.r.l.”", which owns a building renteml Quanta
System S.p.A., show a difference between the psecleast and the corresponding quota of the shaletsdlequity

due to the greater value of the lands and buildthgy own as emerged during the voluntary revadonadf the real
state that was made by the company in conformitiy vid.L. 185/08.

The equity in the associated company SBI on Dece®bé 2014 was directly devaluated for the amount @fuat§0

thousand Euros, for the purpose of adapting theevaf the equity to the corresponding fractionta shareholders’
equity.

The chart below shows a summary of the data retattélte associated companies:

Total Assets Total liabilities Net income (Losk) vRerues and other incoffidarges and expenses
Actis Active Sensors Srl (*) 223.2p7 111.41 14.224 92.844 78.614
Elesta Srl (ex IALT Scrl) 2.479.080 1.792.65¢ 66.766 1.688.409 1.621.643
Immobiliare Del.Co. Srl 1.058.48 999.73% 9.230 152.024 142.794
S.B.I. SA 372.347 46.501 -120.341 106.88 227.221

(*)Data as of December 32013

Equities in other companies

On March 2% 2014 we sold a block of 1.100.000 shares of CymoBic., quoted on the Nasdaq market at the ne¢ pri
of 29,15 US dollars per share, for a total of 3Riom US dollars. The capital gains registeredtfa transaction was 19
million Euros.

On December Zithe remaining quota in EI.En’s portfolio (aboud@0.000 shares) was adaptedaatvalue
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Composition of equity investments

31/12/13 31/12/14
Reval. Balance Revaluations Balance Reval.
Company name: Cost (Deval.) | 31/12/13 | Changes [(devaluations | Other 31/12/14 | (Deval.) Cost
movementt
Subsidiary companies:
Deka M.E.L.A. Srl 1.431.58 1.431.58 1.431.58 1.431.58
Cutlite Penta Srl 2.788.45/( -309.74t| 2.478.70 2.478.701| -309.74¢| 2.788.45:
Esthelogue Srl 1.749.58:| -1.574.58: 175.00( 175.00(| -1.574.58:| 1.749.58:
Deka Sarl 2.841.68 | -2.710.40 131.28( 131.28( -2.710.40.| 2.841.68.
BC Tech GmbH (ex Deke| 1.038.45!| -1.038.45! -1.038.45| 1.038.45!
GmbH)
Lasit SpA 1.043.61- 1.043.61- 1.043.61- 1.043.61.
Quanta System SpA 7.909.02 7.909.02 7.909.02 7.909.02
LT Tech of Carlsbad Inc. 27.48t -27.48¢ -27.48¢ 27.48¢
(ex Deka Laser
Technologies Inc)
BRCT 652.59:| -652.59: 475.85! 652.59:| 1.128.44 1.128.441
Asclepion Laser T. Gmbt| 1.025.87 1.025.87 1.025.87 1.025.87!
Cutlite do Brasil Ltda 3.384.91'| -1.096.03:| 2.288.88! -1.003.78 1.285.09!| -2.099.821| 3.384.91!
Deka Japan Ltd 42.58¢ 42.58¢ 42.58¢ 42.58¢
Total 23.935.85| -7.409.29!| 16.526.55 475.85! -1.003.78 652.59:]116.651.21 | -7.760.49.| 24.411.70
Associated companies:
Actis Srl 1.24C 0 1.24C 1.24C 1.24C
Elesta Srl (ex IALT scrl) 741.71:| -628.74 112.96! 112.96!| -628.74 741.71:
Immobiliare Del.Co. 274.20( 0 274.20( 274.20( 274.20(
Sbhi International 600.00(| -376.90t 223.09: -60.17: 162.92:| -437.07 600.00(
Total 1.617.15;| -1.005.65: 611.49¢ 0 -60.17: 0 551.32¢| -1.065.82: 1.617.15;
Other companies:
Cynosure 7.090.12.( 33.448.9540.539.08 | -21.248.64 3.263.20: 22.553.64119.179.82 | 3.373.82
Concept Laser Solutions 19.00( 19.00( 19.00( 19.00(
GmbH
Consorzio Energie Firenz 1.00(C 1.00(C 1.00(C 1.00C
CALEF 3.40z 3.40z 3.40z 3.40z
R&S 51€ 51€ 51€ 51€
RTM 364.68t| -335.64: 29.04¢ -29.04¢ 0| -364.68t 364.68t
Kymera Srl 1.50C 1.50C -1.50( 0 -1.50( 1.50C
Imaginalis Srl 17.00( 17.00( 17.00( 17.00(
Total 7.497.22i(33.113.31|40.610.54 | -21.248.64 3.234.15 -1.50(| 22.594.56 | 18.813.63 | 3.780.92!
Total 33.050.23 |24.698.37 | 57.748.60 | -20.772.78 2.170.19: 651.09:]|39.797.10| 9.987.32.(29.809.78

The changes shown under the heading of “Other coiagaare mainly due to:
1) 21.248 thousand Euros for the sale on March 2114 of a block of 1.100.000 shares of Cynosure,
guoted on the Nasdaq market, at the net price 4529S dollars per share for a total of 32 millld8 dollars.

2) 3.263 thousand Euros (3.218 thousand Eurosfribiediscal effect in OCI) at the evaluation air faalue of

the remaining. 998.628 shares in Cynosure, equé)365% of the capital as opposed to the 9,65% ¢

December 3%2013. On the basis of the quotation of the shaneBecember 312014 on the Nasdaq market

the fair value of the above mentioned equity is532 thousand Euros.

The sale of the Cynosure shares generated a reductihe reserve for fair value of 17.291 thouskudos net of the
fiscal effects and a gross capital gains in thenme statement of 19.330 thousand Euros.

Financial charges during this year on amounts en&gt among the assets

No financial charges were entered for the itentedimmong the assets.
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Financial receivables/Deferred tax assets/ Othemacurrent assets and receivables

(note 4)

Other non current assets 31/12/2014 31/12/2013 Variation Var. %

Financial receivables vs associated 30J000 -30.000 -100,00%

Deferred tax assets 2.734.763 3.041.799 -307.036 -10,09%)|

Other non current assets 3.108 3.108 0 0,00%
Total 2.737.87 3.074.90 -337.03 -10,96%

The financing granted to Actis Srl which, at thedeof last year was classified under the headingFafancial
receivables from associated companies” on DecerBfi®r2014 was reclassified among the short term fir@nci

receivables.

For an analysis of the entry “Deferred tax assetfgr to the chapter on “deferred tax assets iabdities” .



Current Assets

Inventory (note 5)

The chart below shows a breakdown of the inventory:

Inventories:

Raw materials and consumables

Work in progress and semi finished produc
Finished products and goods for sale

Total

31/12/14 31/12/13 Variation Var. %
10.664(490 10.780.944 -116.452 -1,08%
s 5.960.1 6.076.375 -109.210 -1,80%
3.567|626 3.829.19¢ -261.564 -6,83%
20.199.28 20.686.50 -487.22 -2,36%

The final inventory shows a slight decrease of al286i with respect to last year; it should be rexchthat the amounts
shown in the chart are net of the devaluation famghown in the chart below.

Inventory:

Gross amount
minus: devaluation provision

Total

31/12/2014 31/12/2013 Variation Var. %
23.813.003 24.328.06( -515.058 -2,12%
-3.613.7R1 -3.641.553 27.832 -0,76%
20.199.28 20.686.50 -487.22 -2,36%

The incidence of the obsolescence fund on the gras® of the inventory on December'®1014 was about 15% and
unchanged from December®32013. The fund is calculated in order to align limeentory value with that with which
the inventory could presumably be sold by recogigizibsolescence or slow turnover.

Trade receivables (note 6)

Receivables are composed as follow:

Debtors: 31/12/14 31/12/13 Variation Var. %
Trade debtors 6.357.639 4.524.720 1.832.914 40,51%
Subsidiary debtors 23.457.495 22.497.945 959.550 4,27%
Associated debtors 533.919 358.358 175.561 48,99%)
Total 30.349.05 27.381.02 2.968.02 10,84%
Trade debtors: 31/12/2014 31/12/2013 Variation Var. %
Italy 1.382.115 2.415.324 -1.033.209 -42,78%
European Community 1.528.479 1.837.15] -308.673 -16,80%
Outside of European Community 3.990.695 2.087.204 1.903.487 91,20%
minus: devaluation provision for debtors -543.650 -1.814.963 1.271.3193 -70,05%)
Total 6.357.63 4524.72 1.832.91 40,51%

The trade receivables from subsidiary and assat@impanies are inherent to the characteristicatioers.
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The chart below shows the changes in the providimmnisad debts which occurred during this year.

Provision for bad debts 2014 2013
At the beginning of the period 1.814.963 1.813.91(0
Amounts accruefl -5.586 237.901
Amounts utilized -1.813.194 -236.848
Other operations 547.467]
At the end of the period 543.65( 1.814.9693

The chart below shows the trade receivables frard farties for 2014 divided according to the tgeurrency.

Account receivables in 31/12/2014 31/12/2013
Euro 2.998.489 2.782.870
uUsD 3.359.149 1.741.850
Total 6.357.634 4.524.72(Q

The amount in Euros shown in the chart of the red#es originally expressed in US dollars or otharrencies
represents the amount in currency converted agxbbange rate in force on Decembe? 2014 and December 31

2013.

The chart below shows the analysis of the tradeivables from third parties and from subsidiary pames for 2014

and for 2013:

Account receivables vs. third partigs: 31/12/2014 31/12/2013
To expire 4.073.779 1.862.969
Expired:
30 daysg 864.739 904.04Q
60 dayg 133.964 572.490
90 daysg 115.587 274.955
180 days 249.664 141.518
over 180 dayp 919.906 768.748
Total 6.357.634 4.524.72Q
Account receivables fropn 31/12/2014 31/12/2013
subsidiaries
To expire 6.685.329 6.938.144
Expired:
30 daysg 1.028.2771 1.298.308
60 dayg 335.874 334.671
90 daysg 950.222 669.615
180 days 1.996.697 2.521.986¢
over 180 dayp 12.461.10( 10.735.223
Total 23.457.495 22.497.944

For a detailed analysis of the trade receivablemfsubsidiary and associate companies, refer tachbpter in the
information sheet on related parties.



Tax receivables/Other receivables (note 7)

The chart below shows a breakdown of tax receigadhe other receivables:

31/12/2014 31/12/2013 Variation Variation %
Tax debtors
VAT credits 2.859.844 759.784 2.100.06d 276,40%
Income tax credits 393.189 319.555 73.633 23,04%
Total tax debtors 3.253.037 1.079.334 2.173.699 201,39%
Financial receivables
Financial receivables from third parts 620.166 102.278 517.888 506,35%
Financial receivables from subsidiary companies 102.324 3.313.79( 788.534 23,80%
Financial receivables from associated companies 5661 13.565 48.000 353,85%
Total 4.784.055 3.429.633 1.354.427 39,49%
Other receivables
Security deposits 10.776| 9.276) 1.500, 16,17%
Down payments 274.423 183.549 90.874 49,51%)
Other credits 328.144 482.062 -153.918 -31,93%)
Other credits from subsidiary companies B65 19.450 -19.085 -98,12%)
Total 613.708 694.337 -80.629 -11,61%|
Total financial and other receivables | 5.397.763 4.123.97¢ 1.273.793 30,89%

The amount entered among the “tax credits” reltaedalue Added Tax (VAT) is the natural effect bétlarge amount
of exports which characterize the sales voluméeftompany.

The “income tax credits” mostly refer to the embfytax credits derived from the difference betwdenpre-existing tax
credits/down payments and the tax debt which cangeah the date of the financial statement; it afetudes the
amount of the reimbursement from the tax autharifar the excess IRES taxes paid due to the &atlardeduct the
IRAP related to the expenses for employees andasimi conformity with art. 2, sub-section 1-quaterL. 201/2011.

The financial receivables are related to short-ténancing issued to subsidiary and associated eoip in order to
provide for normal operational activities. The mdinancial receivables issued to subsidiary comgparare the
following:

Companies in the Group amount(/1000) currency Annuarate
Asclepion Laser Technologies GmbH D85 Euro BCE + 1%
Cutlite Penta S.r.l. 500 Euro BCE + 1%
Esthelogue S.r.l. 695 Euro BCE + 1%
LT Tech of Carlsbad inc. (ex Deka Laser Techn.Ingc.) 314 uUsD 2,50%
BRCT Inc. 1.141% USD 2,50%
Deka Medical Inc. 32(Q usD 2,50%
Pharmonia S.r.l. 405 Euro BCE + 1%

For further details on the financial receivablemirsubsidiaries and associated companies, pleagbes@ext chapter,
regarding “related parties”.

Securities (note 8)

The company does not hold any securities.
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Cash and cash equivalents (note 9)

Cash and cash equivalents is composed as follows:

Cash and cash Equivalents: 31/12/2014 31/12/2013 Variation Var. %
bank and postal current accounts 43.505{591 21.796.253 21.709.334 99,60%
cash in hand 6.115] 12.306 -6.191 -50,31%)

Total 43.511.70 21.808.5 21.703.347 99,52%
For an analysis of the variations in cash and eagiivalents, please refer to the cash flow statésnen
Net financial position as of December 312014
The net financial position as of Decembef 2014 is composed as follows (in thousands of &uro
Net financial position

31/12/201. 31/12/201:

Cash and bank 43.51% 21.80¢
Cash and cash equivalents 43.51: 21.80¢
Short term financial receivables 62C 10z
Bank short term loan (10.866 (5.350
Part of financial long term liabilities due withir2 months (1.227 (856,
Financial short term liabilities (12.092 (6.207
Net current financial position 32.03¢ 15.70¢
Bank long term loan (1.340 (3.187
Other long term financial liabilities 0 (850
Financial long term liabilities (1.340 (4.037
Net financial position 30.69¢ 11.66°

The net financial position showed an increase ofmilflon Euros with respect to December*3013 and amounts to
about 31 million Euros.

The increase is mainly due to the cashing in ouaB@ million dollars, equal to about 23 million g, as a result of
the sale of the Cynosure shares described abowecdimpany this year paid dividends for an amourahafut 2,4
million Euros.

In order to obtain the cash necessary for its djpers, the company last year and this year obtainedollowing types
of financing:
a) financing granted to El.LEn. S.p.A. by Medioctedtaliano S.p.A. for 3,4 million Euros to be

paid back in set amounts every six months stadimgpecember 152011 and terminating on June
15" 2016. Of this amount, on 1,7 million Euros theeiest rate applied for the first installment was
2,40%; for the remaining 1,7 million the rate apgliwas 5,70%; for the following periods, the
interests will be the same as the Euribor ratéxansnths, as registered on the second target worki
day before the expiration date of the precedingrest period, increased by a spread. The spread is
3,90 points on the first 1,7 million Euros reduted,60 on the remaining 1,7 million Euros;

b) financing granted to ELLEn. S.p.A. by Mediodtedtaliano S.p.A. for a total of 2,8 million
Euros, to be repaid in equal installments everynsonths starting on June 32012 and ending on
December 3% 2016. The interest rate applied until Jun& 2012 was 3,95% (the same as Euribor at
six months registered the second target workingbddigre the stipulation of the contract increasgd b
2,90 points); for every six months period thatdals the interest rate will be the same as Euribor a
six months registered on the second target worttimgbefore the expiration date of the preceding six
months, increased by 2,90 points;

C) financing granted to EL.LEn. S.p.A. by Mediocteditaliano S.p.A. for a total of 2,2 million
Euros, to be repaid in equal installments evexynsdnths starting on June 3@012 and ending on
December 3% 2016. The interest rate applied until Jun& 2012 was 3,95% (the same as Euribor at
six months registered the second target workingbddigre the stipulation of the contract increasgd b
2,90 points); for every six months period thatdals the interest rate will be the same as Euribor a
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six months registered on the second target worttimgbefore the expiration date of the preceding six
months, increased by 2,90 points;

d) financing with SACE warranty granted to El.Enp.A. by Banco Popolare s.c.r.l. for a total of
2 million Euros to be repaid in 12 deferred qudytémstallments starting on June ®@012 and
ending on March $12015. The interest rate applied is equal to Euritidhree months registered on
the second working day before the end of each spiarter, increased by 2,50 points;

e) short term financing granted by the Cassa sp&imio di Firenze which on the date that this
financial statement was issued amounted to 9 milkoros of which 4 million Euros until March
18" 2015 at the interest rate of 0,70% applied on Beee 3% 2014 and 5 million until March 16
2015 at the interest rate of 0,697857% applieBecember 3% 2014.

For these financings the mid- to long-term quotas sihown among the non-current bank debts whilestiogt-term
guotas are shown among the current bank debts.

Financial receivables from subsidiaries and astetiaompanies for an amount of 4.164 thousand<irave been
excluded from the net financial position since tlagg connected to the policy of financial suppdrthe companies of
the Group (for further information, consult thedmnhation of related parties). In continuation oippolicy, it was
deemed opportune to exclude this financing frommiiefinancial position shown above.
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Information on the Statement of financial positionLiabilities
Share Capital and Reserves

The main components of the shareholders’ equitghosvn on the chart below:

Share Capital (note 10)

As of December 312014, the capital stock of EI.En. was as follows

Authorized Euros 2.508.67

Underwritten and deposited Euros 2.508.67

Nominal value of each share 0,52|

Categories 31/12/2013 Increase. (Decrease.) 31/12/2014

No. of Ordinary Shares 4.824.36! 4.824.36!
Total 4.824.36! 4.824.36!

Shares are nominal and indivisible and each of tigaras the holder the right to one vote in all théinary and

extraordinary assemblies as well as the other fiiahand administrative rights granted in accor@awih the law and

the Statute. At least 5% of the net operating Bdfif the financial year must be set aside forldgal reserve in

accordance with art. 2430 of the civil code. Thmamder is distributed to the shareholders, unlessassembly votes
otherwise. The Statute does not allow advance patgmn the dividends. Dividends not cashed wifivia years from

the date of emission are returned to the Companyspécial statutory clauses exist with regard éoghrticipation of

shareholders in the remaining assets in the evdigiuidation. No statutory clauses exist grantspgecial privileges.

Additional paid in capital (note 11)

On December 312014 the share premium reserve amounted to 38H8#&and Euros, unchanged with respect to
December 312013.

Other reserves (note 12)

Other reserves 31/12/2014 31/12/2013 Variation Var. %

Legal reserve 537.302 537.302 0,00%

Extraordinary reserve 42.045.107 42.447.9472 -402.825 -0,95%,

Stock options reserve fund 1.811.278 1.811.279 0,00%

Reserve for contributions on capital 426.657 426.657 0,00%

account

Other reserves 18.774.981 32.959.527 -14.184.541 -43,04%)
Total 63.595.33 78.182.70 -14.587.36 -18,66%

As of December 312014 the “extraordinary reserve” was 42.045 thoddauros. The increase which took place with
this year is the result of the distribution of ttigidend for 2013 as approved by the shareholdeeting on May 1%
2014.

The reserve “for stock options” includes the eqlémtiof the costs determined in accordance withSRRof the Stock
Option Plans assigned by EI.En. SpA. and is uncé@mgth respect to December®32013.

The reserve for contributions on capital accounusthbe considered a reserve of profits.
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The entry of “Other reserves” includes among otheérgs the effects of the different accounting methlused for the
equity in Cynosure after it was switched from thigecia of the equity method (IAS 28) to that ofrfaalue of assets
available for sale (IAS 39). As described above, diecrease is mainly related to the sale of Cymostock which
comported a capital gains of about 19 million Euormsthe income statement. This reserve was als@ased in
consideration of the fair value of the residualrsban December 32014,

Treasury stock (note 13)

On March & 2008, the shareholders’ meeting of the Parent @myyEl.En. SpA, voted to authorize the Board of
Directors to acquire, in compliance and within lingits established by articles 2357 and followirfgtee Civil Code,
within 18 months of that date, treasury stock repnéing not more than 10% of the capital stockadoordance with
the law, at a price which was not less than 20%emoor more than 10% more than the official primerfegotiations
registered on the day preceding the purchase. thétlsame vote they authorized the method for disgaxf the shares
which can be put back into circulation within 3 y@af the purchase at a price which is not less 9826 of the
average of the official prices for negotiationsiségred during the five days preceding the saleafavhich must take
place respecting the laws in force in this regard.

Consequently, between March and April 2008 the BadrDirectors of El. En. SpA proceeded with theghase of
103.148 shares of the company at an average {ribg @7 Euros for a total of 2.575.610,74 Euros.

Upon request of the Board of Directors, the Shddehe’ Meeting of the Parent Company which met anober 28
2010 renewed the authorization of the Board to lpase in one or more tranches, on the regular storket, and
therefore according to the conditions describedrin 144bis, sub-section 1, letter b) of th&egolamento Emittenti
Consoh and following the operative procedures estabtlshg the organization and management regulationthef
market issued by the Borsa Italiana S.p.A., withéhmonths of that date, treasury stock represergimymber of
ordinary shares which, in any case, consideringitiraber of shares already held in the portfoliesdoot exceed one-
fifth of the capital stock, respecting the laws aegulations, at a price that is not more than 2808 or over 10% more
than the official price for negotiations registe@tdthe day preceding the purchase. The voteeo$tiareholders’ also
authorized the Board of Directors to put the shdrask into circulation within ten years of the datiepurchase,
including those already held in the portfolio oncBmber 28 2010, at a price that is not less than 95% ofatrerage
official price for negotiations registered durifdgetfive days preceding the sale, all of which ntake place respecting
the regulations in force.

On October 8 2012 the Company sold 82.000 ordinary sharesabtiry stock to Laserfin S.r.l. as part of thenperyt
due for the acquisition of 10% of the shares okdM®lela S.r.I. and of 40% of the shares of Qu&ytstem S.p.A., for
the amount of 25 Euros per share.

Moreover, upon request of the Board of Directoes shareholders’ meeting which was held on Noverad8r 2012
authorized the Board to acquire, in one or moreksdpon the regular stock market, and consequémttpmpliance
with art. 144bis, sub-section 1, letter b) of thiRegolamento EmittenG@onsoband according to the operative methods
established by the regulations for the organizatiod management of the market issued by Borsar&lS.p.A.,
within eighteen months of that date, a quantitysiodres of treasury stock representing a numberdihary shares
which, in any case, considering the number of shalready held in their portfolio, does not excdedfifth part of the
capital stock, in compliance with the laws and fatjons, at a price that is not more than 20% tessgreater than
10% more than the official price for negotiatioregistered on the day preceding the purchase. The afothe
shareholders, moreover, extended the authorizatidhe Board of Directors to put the shares bad# oirculation
within ten years of the date of purchase at a ptee is not less than 95% of the average of tfieialf sale prices
registered for the five days preceding the salendlll compliance with the regulations in foragthe time.

On account of the sale described above , since theacquisitions were made in relation to the wbtdovember 14
2012, the shares of treasury stock held in the emyportfolio as of December 32013 amounted to 21.148 for a
total value of 528.062,54 Euros.

During the third quarter of this year all of thedsury stock was sold as part of the payment foptirchase of 19,5%
of the quotas of Quanta Aesthetic Laser USA LLC4a USA); the operation was conducted througlstisidiary
BRCT Inc.
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Profits/losses brought forward (note 14)

The entry includes the rectifications of the shatéérs’ equity made necessary by the adoption efltiternational
Accounting Standards; it also includes the entrgagital gains earned by the sale of treasury stoélebruary 2005
and, to a very small degree, also the sale ofrastiry stock which occurred in October 2012. Téerve decreased
during the year due to the effects of the capiatlof 66 thousand Euros caused by the dispoged¢asury stock as

described above.

Availability and possibility of utilization of theeserves

Balance Possibility of Portion Utilized in the Utilized in the
previous two previous two
periods for periods
NET CAPITAL AND RESERVES 31/12/2014 utilization available covering losses| rfother purposes
Subscribed capital 2.508.6y1
Additional paid in capital 38.593.618 ABC 38.593.614
Legal reserve 537.302 B 537.307
Other reserves:
Extraordinary reserves 42.045.117 ABC 42.045.117
Reserve for contribution on capitd| 426.657 ABC 426.657
account
Profits (loss) brought forward -984.282 ABC -984.282
Reserve for IRS -500
Other reserves 20.586.7p3 AB 13.392
80.631.804 0 0
Portion not distributable
Portion distributable 80.631.804

Key: A) capital increase; B) to
cover losses; C) for distribution to
shareholders
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Non-current liabilities

Retirement funds and employee benefits (note 15)

The chart below shows the operations which haventgitace during this financial period.

Balance Balance
31/12/2013 Accrual Utilization Payment to 31/12/2014
complementary pension
forms, to INPS fund
and other movements

968.055| 515.659| -54.791| -318.284| 1.110.63

The severance indemnity represents an indemnityctwlis matured by the employees during their peradd
employment and which is paid upon termination opkryment.

For IAS purposes the payment of a severance indgnepresents a “long term benefit subsequent éaehmination
of employment”; this is an obligation of the “deduh benefit” type which entails entering a liabilgymilar to that
entered for defined benefit pension plans. After thodifications to the severance indemnity in comfty with the
Law of December 272006 (and later modifications), for IAS purposesly the liability relative to the matured
severance fund left in the company has been ewaluagcause the quota maturing has been paid tpasase entity
(complementary pension type). Also for employee® wlve explicitly decided to keep the indemnitydun the
company, the indemnity has matured since Janu&i3007 has been paid into the treasury Fund manhgdhPS.
This fund, according to the financial law 2007, gudees the employees working in the private sebt®payment of
the severance indemnity for the amount correspagnidithe payments deposited to the latter.

It should be recalled that the “corridor methodh (e basis of which the total net worth of theuadil gain or loss
was not entered until its total value exceeded d®the present value of the liability) has beenlisbed, since IAS 19
revised for the evaluation of the present value of tiabilities related to the defined benefit planscsidanuary 51
2013 requires the use of the “Projected Unit ofd@rélethod” in which the actuarial gain and lossesist be
immediately entered into accounts in the stateneéntomprehensive income and the related amountsngntioe
reserves in the shareholders’ equity.

The value of the liabilities on December32014 was 1.068 thousand Euros.

The hypotheses used to establish the indemnitygrisummarized in the chart below.

Financial hypotheses Year 2013 Year 2014

Annual implementation rate 3,17% 1,49%

Annual inflation rate 2,00% 1,50%

Annual increase rate of salaries Executives 2,00% xeciives 2,00%

(including inflation) White collar workers 0,50¢8/Nhite collar workers 0,50%
Blue collar workers 0,509 Blue collar workers@6

The interest rate used to determine the currentevaf the liability was based on the rate of iBax& 10+ for the
amount of 1,49% in conformity with the criteria ddast year.
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Analysis of deferred tax assets and liabilities {aa!) (note 16)

Deferred tax assets and liabilities are accruethernemporary differences between assets anditiebitecognized for
fiscal purposes and those entered into accounts.
The analysis is shown on the chart below.

Balance Balance
31/12/2013 Accrual (Utilization) Other 31/12/2014
Deferred tax assets on inventory devaluations 1356 -13.212 990.144
Deferred tax assets on warranty reserve 84.780 10.048 94.828
Deferred tax assets on bad debt reserve 1.88#.904 -445.458 1.439.444
Deferred tax assets on severance indemnity -14.000 4.569 44.523 35.092
provision discount
Other deferred tax assets 82.759 92.494 175.253
Total 3.041.799 107.111 -458.670 44.523 2.734.763
Deferred tax liabilities on advanced depreciatiof] 154.709 154.709
Deferred tax liabilities for contributions on cagit 380.014 -51.244 1 328.769
account
Other deferred tax liabilities 592.973 213.684 -196.201 610.456
Total 1.127.694 213.684 -51.246 -196.200 1.093.934
Net amount 1.914.103 -106.573 -407.424 240.723 1.640.829

Deferred tax assets amounted to about 2,7 milliaro&€ The main variations this year are due toiticeease in
deferred tax assets calculated on the devaluafisaroe receivables.

Deferred tax liabilities were 1.094 thousand Euiidse increase under the heading of “Other defetagdiabilities is
related in particular to the differences in theteuge rates that were not realized. Among the athenges we have
entered the deferred taxes for the adaptationeofekidual equity in Cynosure which was evaluatecbinformity with
IAS 19 (available for sale), besides the dischaygifithe deferred taxes related to the sale ofstieres described
above.

Other accruals (note 17)

The chart below shows the operations made withr @beruals.

Balance Balance
31/12/2013 Accrual (Utilisation) Other 31/12/2014
Reserve for pension costs and similar 33/542 22.476 1 56.019
Others:
Warranty reserve on the products 270.p01 32.000 302.001
Other minor reserves 186.9p1 57.731 244.637
Total other reserves 456.902 89.731 - - 546.633
Total 490.44 112.20 - 1 602.65!

In the entry “reserve for pension costs and sirhithe TFM (severance indemnity fund for the diresjoand the
indemnity fund for clients’ agents are included.

According to IAS 37, the amount owed to the agemist be calculated using the actualization teclesdo estimate
as precisely as possible, the overall cost to based for the payment of benefits to the ageites the termination of
employment.



The technical evaluations were made on the bagtsediypotheses described below.

Financial hypotheses Year 2013] Year 2014
[Annual implementation rate 4,17% 1,49%
[Annual inflation rate 2,00% 1,50%

The reserve for product guarantees is calculatetherasis of the costs for spare parts and sagviender warranty
incurred in the previous financial year, adjustethe volume of sales of the current financial year

For the “Other minor reserves” the amount accrseeliated to the fund for losses by subsidiary comes which was
described in Note (3).

Amounts owed and financial liabilities (note 18)

The chart below shows the breakdown of the amounes:

Financial m/l term debts 31/12/2014 31/12/2013 Variation Var. %

Amounts owed to banks 1.340.000 3.186.667 -1.846.667 -57,95%)

Amounts owed to other financiers 850.000 -850.000 -100,00%
Total 1.340.00 4.036.66 -2.696.66 -66,80%

The category of “Amounts owed to banks” for aboj& tillion Euros includes the mid- and long-ternotas for the
loans obtained by the Company in past, detailstothvare given in the comments on the net finammiasition.
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Current liabilities

Financial debts (note 19)

Financial short term debts 31/12/2014 31/12/2013 Variation Var. %

Amounts owed to banks 10.865.889 5.350.434 5.515.454 103,08%

Liabilities (derivatives on interest and 363.989 6.262 357.726 5712,65%

exchange rates)

Amounts owed to other financiers 862.996 850.000 12.596 1,48%
Total 12.092.47 6.206.69 5.885.77 94,83%

The entry “amounts owed to banks” refers to thertsteom loans granted by Mediocredito Italiano drydthe Banco
Popolare and a short-term financing granted byGQassa di Risparmio Firenze described in the comsnemtthe net
financial position as of December®32014 of this document.

The “liabilities for derivatives” are related to:

- the derivative IRS contract which EL.En. activhtes a hedge on the interest rate of the SACE dingrissued by the
Banco Popolare s.c.r.l. The contract expires onckl&8F' 2015. The nominal value on Decembef' 2D14 was
166.667 Euros, and the fair value on Decemb&r2814 was — 500 Euros;

- the derivative contract of the type called “caeye rate swap” to hedge the risks of changes irEtx@hange rate for
an account in dollars. The contract expires Aprfif 2015, had a nominal value on Decembef 3014 of 22.677.573
Euros, and the fair value on Decembet 2014 was —363.488.

The entry in the category of “Amounts owed to otfieanciers” represents the short-term debt oweldatgerfin for the
purchase of 10% of the shares of Deka MelaS.rd.40% of the shares of Quanta System S.p.A. whiok place in
2012. It also includes the residual debt for tiharficing granted for the purchase of some softvieeades.

The chart below represents a summary which alsaslttee due dates for payment of the capital amanirttse debt.

Amount Amount Amount
Expiration Rate Balance within 1 year within 5yeas  beyond 5 years
Mediocredito loan * ) 3.039.22p 1.699.227 1.340.00(
CRF short-term loan 9.000.00¢ 9.000.004
Banco Popolare loan 31/03/20Buribor 3 month 166.667] 166.667]
+2,50%

Liabilities (forward contracts) 363.988 363.988
Other loans 12.596 12.596
Liabilities for equity 850.000 850.000
investments purchase

Total 13.432.47 12.092.47 1.340.00 0

(*)For the Mediocredito loan for 1.020.000 thepieation date is June £62016; for the Mediocredito loan of 2.000.000 ehgiration date is
December 2016

(**) For the quota of the Mediocredito loan 0f020.000 the interest rate is Euribor 6 months2b%, , while for the quota of the Mediocredito loan
of 2.000.000the interest rate is Euribor 6 morti2s90%

Mid- and Long term financial operations



During this financial year the following mid/longsim financial

movements occurred.

Balance Balance
31/12/2013 Increase Reimbursement Other 31/12/2014
Mediocredito Loan 4.703.78 -1.683.764 3.020.00d
Banco Popolare loan 833.3B3 -666.666 166.667
Liabilities for equity investments 1.700.004 -850.000 850.00d
purchase
Total 7.237.10 - -3.200.43 4.036.66

Trade Payables (note 20)

For a detailed analysis of the trade payables écstibsidiary and associated companies, refer tahthpter with the
information sheet relative to related parties.

Trade debts:

Trade accounts payable

Trade accounts payable with subsidiary
companies
Trade accounts payable with associated
companies

Total

31/12/2014 31/12/2013 Variation Var. %
8.530.8$45 11.173.20( -2.642.355 -23,65%)
1.246.296 1.110.969 135.327 12,18%
1.148 2.728 -1.580 -57,92%)
9.778.28 12.286.89 -2.508.60 -20,42%

The chart below shows a detailed breakdown of thdet debts to third parties divided according te type of

currency.
Account payables in: 31/12/2014 31/12/2013
Euro 8.048.723 10.664.583
uUsD 442.522 480.185
Other currenciep 39.600) 28.432
Total 8.530.844 11.173.20¢

On the chart, the value in Euros of the debts waily expressed in US dollars or other currenciegzrasents the
amount of currency converted at the exchange ndfierée on December 32014 and on December32013.

Income tax debts /Other short term debts (note 21)

The breakdown of the other short term debts idhewing:

31/12/2014 31/12/2013 Variation Variation %
Social security debts
Debts owed to INPS 837.783 707.01Y 130.772 18,50%
Debts owed to INAIL 49.109 62.154] -13.045 -20,99%)
Debts owed to other Social Security Institution 09.5670] 101.380 8.290 8,18%
Total 996.562 870.545 126.017 14,48%
Other debts
Debts owed to tax administration for VAT 2.188 620 1.568 252,90%
Debts owed to tax administration for deductiong 2.884 609.337 82.947 13,61%
Owed to staff for wages and salaries 1.340|465 1.111.809 228.662 20,57%
Down payments 371.364 230.034 141.330 61,44%
Amounts towards subsidiary companies 185/960 57.495 128.465 223,44%
Other debts 1.260.50( 567.827 692.678 121,99%
Total 3.852.761 2.577.111 1.275.65( 49,50%
Total Social security debts and other debts 4.849.32 3.447.65 1.401.66 40,66%
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The “Debts owed to staff for wages and salariesfudes, among other things, the debts for defesedaries matured
by employees as of Decemberf'2D14.

The entry of “Down payments” refers to down payrsergceived from clients and froBviluppo Toscana S.p.én
behalf of the Region of Tuscany for co-financedeegsh projects. For further details on these ptsjesee the note
below (23).

The entry “other amounts owed to subsidiaries™elaited to the charges derived from the recognitiofavor of the
subsidiary companies adhering with EI.En to théomal fiscal consolidated (procedure in compliandth art. 117 and
following of the TU 917786 and D.M. in force sindene § 2004), of the compensation sum calculated accgrttin
the tax aliquots of the companies (IRES) in forctha time to which the use refers, in accordanitk the agreements
stipulated by the parties . The option which isdra 2011-2013 was picked up by the subsidianh&sigue S.r.l. and
was renewed for another three years in 2014, whileing 2012 the option was picked up by the suasidCutlite
Penta S. r.l., with validity 2012-2014.

Analysis of debts according to due date

31/12/2014 31/12/2013
Within 1 year From1lto5 More than 5 Within 1 year From1lto5 More than 5
years years years years
Amounts owed to banks 10.865.889 1.340.00d 5.350.434 3.186.661
Liabilities (forward 363.988 6.262,
exchange contracts)
Amounts owed to other 862.596 850.000 850.000
financiers
Amounts owed to suppliers| 8.530.845 11.173.20(
Amounts owed to subsidiary 1.432.254 1.110.969
companies
Amounts owed to associated 1.148 2.728
companies
Income taxes debts 1.6f1 146.191
Amounts owed to social 996.562 870.545
security institutions
Other liabilities 3.666.80[L 2.577.111
Total 26.721.75 1.340.00 0 22.087.44 4.036.66 0
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Information on the Income Statement

Revenue (note 22)

31/12/2014 31/12/2013 Variation Var. %
Industrial revenue 9.799.085 10.855.773 -1.056.687 -9,73%
Medical revenue 37.213.664 35.441.594 1.772.069 5,00%)
Total 47.012.75 46.297.36 715.38 1,55%

As of December 312014 the revenue was 47 million Euros, showingnarease of about 1,55% with respect to the

46,3 million Euros registered for last year.

Subdivision of revenue by geographical area

31/12/14 31/12/13 Variation Var. %
Sales in ltaly 30.539.897 31.615.324 -1.075.431 -3,40%)
Sales other EC countries 4.501.887 4.747.629 -245.742 -5,18%)
Sales outside EC 11.970.966 9.934.411 2.036.554 20,50%
Total 47.012.75 46.297.36 715.38 1,55%

The ltalian market showed a slight decrease wilpeet to 2013 and is made up mostly of the Itatiampanies
belonging to the Group. This market remains prexadeen though it should be noted that a large gfatte production
that is invoiced by the company to the group corgmis going to be sent abroad. The exports to fgan Union
countries also showed a slight drop while the etgpior countries outside of the EU rose 20%.

Other revenue and income (note 23)

Analysis of the other income is as follows:

31/12/2014 31/12/2013 Variation Var. %
Recovery for accidents and insurance reimburstamen 209 4.655 -4.447 -95,53%)
Expense recovery 72.664 59.477 13.187 22,17%
Capital gains on disposal of fixed assets .97p 42.674 -12.697 -29,75%)
Other income 733.740 738.713 -4.973 -0,67%
Total 836.58 845.5]] 8-930) -1,06%

In the category of “Other income” we have entenecbime for an amount of about 314 thousand Euros fgrant
received for financing, in particular, on the fallimg co-financed research projects:

- MILoRDS project — promotion of industrial reselarof the transfer of technology, of pre-compeétievelopment,
exploitation of research and innovation; admittedhe financing plan of the Region of Tuscany fagrant for the
amount of 70% (while for the remaining 30% it isvatled to the facilitated financing) as per Decteene n. 3064 of
June 18 2010 subsequently modified by Decree n. 3375 &f 61 2010, for strategic research and development
projects related to ICT and advanced mechanics;

- BI-TRE project — Biophotonics Technologies fosdiie Repair — accepted for a grant byBhado Regionale 2012
approved by the Regione Toscana vidécreto Dirigenzialen. 5160 on Novemberf"52012.
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Costs for the purchase of goods (note 24)

The analysis of these purchase is shown on thé bakw.

31/12/2014 31/12/2013 Variation Var. %

Purchase of raw materials and finished prodycts 5931534 24.876.524 -3.282.997 -13,20%)
Purchase of packaging 289.389 236.984 52.403] 22,11%
Shipment charges on purchases 199{422 199.700 -278 -0,14%)
Other purchase expenses 189.870 189.851 19 0,01%
Other purchases 11.771 9.640 2.131 22,11%

Total 22.283.98 25.512.70 -3.228.71 -12,66%0
Other direct services/ operating services and cleggnote 25)
Breakdown of this category is shown on the chadvee

31/12/2014 31/12/2013 Variation Var. %

Direct services
Assemblies outsourcing to third parties 2.943(128 3.080.254 -137.126 -4,45%
Technical services 170.029 117.736 52.293 44,42%
Shipment charges on sales 226.571 215.386 11.185 5,19%)
Commissions 192.427 185.526 6.901 3,72%
Travel expenses 155.869 167.517 -11.648 -6,95%
Other direct services 111.042 107.620 3.422 3,18%)

Total 3.799.06¢ 3.874.039 -74.973 -1,94%
Operating services and charges
Maintenance and technical assistance on 171.330 121.034 50.296| 41,56%
equipments
Services and commercial consulting 152.p22 154.391 -1.469 -0,95%)
Legal and administrative services 242.738 292.059 -49.321 -16,89%)
Auditing fees and charges 80.626 85.058 -4.432 -5,21%)
Insurances 165.7049 153.854 11.852 7,70%
Travel and overnight expenses 491.505 455.754 35.849 7,87%
Promotional and advertising expenses 442|578 347.771 94.807] 27,26%
Building charges 606.884 670.006 -63.122 -9,42%)
Other taxes 68.536 71.393 -2.857 -4,00%
Expenses for vehicles 270.909 252.515 18.394 7,28%)
Office supplies 50.191 45.336 4.855] 10,71%
Hardware and Software assistance 177312 131.646 45.666 34,69%
Bank charges 61.297| 51.714 9.583 18,53%
Rent 109.131 38.859 70.272 180,84%
Other operating services and charges 3.1453.192 2.548.7243 596.469 23,40%

Total 6.236.957 5.420.115 816.842 15,07%

The most significant amounts under the headingQthér operating services and charges” refer toréheuneration
paid to the members of the Board of Directors am@bard of Auditors for the amount of 865 thous&udos, costs for
technical and scientific consultants and costsfody and research for the amount of 484 thousamdsEand costs for
trade shows for 227 thousand Euros. For the cdsissearch and development, please consult théveslgaragraphs

in the Management Report.
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Future commitments for use of goods belonging thets

The chart below shows a summary of the obligatibias the Company will have for the use of goodohging to

others.
Operating lease commitments 31/12/2014 31/12/2013
Within one yeal 216.381 140.642
After 1 year but not more than 5 year: 478.632 240.288
Total 695.013 380.930

These costs are mostly related to leasing contfactompany vehicles.

Employee costs (note 26)

The chart below shows the costs for staff:

For staff costs 31/12/2014 31/12/2013 Variation Var. %
Wages and salaries 8.496.474 7.653.342 843.134 11,02%
Social security costs 2.612.683 2.391.019 221.664 9,27%
Accruals for severance indemnity 486.120 460.539 25.581 5,55%
Stock options 3.318 -3.318 -100,00%
Other costs 38.627 32.151 6.476) 20,14%
Total 11.633.90 10.540.365' 1.093.53 10,37
Depreciation, amortization and other accruals (nat&)
The table below shows the breakdown for this catego
Depreciations, amortizations, and other 31/12/2014 31/12/2013 Variation Var. %
accruals
Amortization of intangible assets 65.934 20.345 45.489 223,59%
Depreciation of tangible assets 978.048 953.277] 24.771 2,60%)
Accrual for risk on receivables 629.680 2.913.865 -2.284.184 -78,39%
Other accruals for risks and charges 52]000 20.000 32.000 160,009
Total 1.725.56 3.907.48 -2.181.92 -55,84

It should be recalled that the accrual for creitiks entered on December®32013 was related, in particular, to
overdue receivables from subsidiary companies.
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Financial income and charges (note 28)

The breakdown of the category is as follows:

Financial incomes:
Interests from banks
Dividends
Interests from subsidiary company
Interests from associated company
Foreign exchange gain
Other financial incomes
Total
Financial charges:
Interest on bank debts for account overdraft
Interest on bank debts for medium and long - texam$
Foreign exchange loss
other financial charges
Total

31/12/2014 31/12/2013 Variation Var.%
450.944 405.544 45.400 11,19%
1.040.464 704.574 335.889 47,67%
52.375 67.747 -15.372 -22,69%
349 240 109 45,42%
4.506.389 -73.889 4.580.271 -6198,86%
233 -71.833 72.066 -100,32%
6.050.751 1.032.389 5.018.364 486,10%
-52{10 -16.763 -35.342 210,83%
-153.308 -228.367] 75.059 -32,87%
-93.493 -198.368 104.875 -52,87%
-397.083 -31.577 -365.506 1157,51%
-695.989 -475.075 -220.914 46,50%

During this year dividends from subsidiaries wenéeeed into accounts for an amount of about 1.0édsand Euros
distributed by the subsidiary Deka M.E.L.A. S.fdr 527 thousand Euros, by the subsidiary Lasit/s.for 210
thousand Euros, by Quanta System S.p.A. for 300stined Euros and by Concept Laser Solutions fortebthousand

Euros.

The interests owed on bank debts for overdraftsr nefainly to overdrafts granted by credit institas to the Parent
Company while the interest on bank debts for midd dong-term loans refer mainly to the mid- andgdarm

financing.

The entry “other financial charges” includes théeeing into accounts of interest charges derivedhfthe application
of accounting principal IAS 19 to the severanceeindity for an amount of about 30 thousand Eurosthedvarranty
commissions on financing for about 4 thousand Easowell as the costs for the entering at fair @afithe derivative
contract “currency rate swap” to cover the exchamge risks on a bank account in US dollars forahmunt of about
363 thousand Euros.

Other net income and charges (note 29)

31/12/2014 31/12/2013 Variation Var. %
Other charges
Accrual for losses in group companies -37.y31 -730 -37.001 5068,63%
Devaluation of equity investments -1.093.378 -959.867] -133.511 13,91%
Total -1.131.109 -960.597 -170.512 17,75%
Other income
Use of fund on loss account from subsidiary 1.676.210 -1.676.210 -100,00%
companies
Capital gains on equity investments 19.329.977 19.329.971 0,00%
Total 19.329.97 1.676.230 17.653.467 1053,20%

The heading of “Devaluation of equity investmets’related to the devaluation made directly on tmewnt of the
equity held in Cutlite do Brasil for 1.004 thousadros, in SBI for 60 thousand Euros, and in RTM dbout 29
thousand Euros.

The heading of “Capital gains on equity investmest®ws an amount of 19.330, earned with the satkeoCynosure
Inc. shares as described in Note (3) of this report
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Income taxes (note 30)

Description: 31/12/2014 31/12/2013 Variation Var. %
IRES 1.058.714 1.058.841 -127 -0,01%
IRAP 445.539 437.307 8.232 1,88%
IRES Deferred (Advanced) 519.1p4 -816.339 1.335.499 -163,60%
IRAP Deferred (Advanced) -5.167 6.285] -11.452 -182,21%
Receivable for income tax -8.595 -8.595] 0,00%
Cost/(Revenue)for IRES consolidated taxation 1897 51.413 116.326 226,26%
Taxes related to the previous years -56{966 -3.288 -53.678 1632,54%
Total income taxes 2.120.42 734.2 1.386. 188,80%

The income taxes for this year were 2.120 thougamds as opposed to 734 thousand Euros for last Beaause the
controlling company adhered to the procedure ingl@nce with art. 117 and following of the TU oktincome taxes
and of the Ministerial Decree implemented on Jule2004 (National fiscal consolidated), the cost foe year
includes, for the amount of about 168 thousand &utbe charges derived from the recognition in fawb the
subsidiaries that adhered, of the compensationexuml to the transformation of the losses usethénprocedure on
the basis of the tax aliquot for companies (IRESorce for the period for which the use referspasthe agreements
stipulated between the parties. The option is Validhe three year period 2014-2016 for the suasjdEsthelogue Srl,
which extends the preceding option for 2011-2018, far the three year period of 2012-2014 for thiesidiary Cutlite
Penta Srl.

The chart below shows the reconciliation betweeanttteoretical fiscal aliquots and the actual aligumited to the
income tax of the companies (IRES).

2014 2013

Profit/loss before taxes 25.649.52p 2.733.007
Theoretical IRES Aliquot 27,509 27,50%
Theoretical IRES 7.053.619 751.577
One time income tax charges (56.966 (3.288)
Tax receivables (8.595

Charges (income) for IRES from fiscal consolidation 167.739 51.413
Pex Benefit (5.049.958)

Higher (lower) fiscal incidence with respect to theoretical aliqut (425.784 (509.071)
Actual IRES 1.680.05p 290.631
IActual IRES aliquot 6,559 10,63%

The fiscal cost for 2014 is, among other thingstipalarly influenced by the PEX exemption whichnleéits most of
the capital gains earned by the sale of the Cyeostares, as previously mentioned.

The break-down of the deferred tax assets anditiabiis shown in the chart for the preceding ndi&). The amount
of income taxes includes the balance related ®fihancial year.
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Dividends distributed (note 31)

The shareholders’ meeting of EI.En. Spa which ameMay 1%' 2013 voted to distribute dividends for the amooint
0,50 Euros per share in circulation on the datethgnon came due. The total amount of the dividbatiwas paid was
2.401.610 Euros.

The shareholders’ meeting of EI.En. Spa which ameMay 1%' 2014 voted to distribute dividends for the amoofnt
0,50 Euros per share in circulation on the datethgnon came due. The total amount of the dividbatiwas paid was
2.401.610 Euros.

Non-recurring significant, atypical and unusual ews and operations (note 32)

For the year 2014 the company did not conduct amyrecurring, significant operations as specifigdtiire Consob
Communcation of July 282006 n. DEM/6064293.

It should be recalled that, during the same pelastl year, the different accounting method of theity in Cynosure

Inc., which switched from the criteria of the eguitethod (IAS 28) to the fair value method for #ssets available for
sale (IAS 39) was considered a significant non4néeg event, as already described in the explayatotes to the

2013 financial statement.

In compliance with the Consob Communcation of 28{} 2006 n. DEM/6064293, we wish to state that du20g4
the company did not conduct any unusual or atymipakations as defined by the above mentioned conwation.



Information about related partiegnote 33)

Related parties are identified in compliance witle international accounting standard IAS 24. Intipalar, the
following subjects are considered related parties:

- the subsidiary and associated companies;

- the members of the Board of Directors and Bodr8tatutory Auditors of the Parent company andatier executive
directors with strategic responsibilities;

- the individuals holding shares in the Parent camypEl. En. S.p.A;

- the legal bodies of which a significant numbersbhres is owned by one of the main shareholdetheoParent
company, by a member of the Board of Directorghef Parent company, by a member of the Board dlisty

Auditors, by any other of the executives with gt responsibilities.

One of the Managing Directors, the majority shalééioof the Parent company, has an outright owmgrsha 25%
guota of Immobiliare del Ciliegio Srl, also a sHakeler of the Parent Company.

All the transactions with related parties took plat normal market conditions.

In particular, the paragraphs below give importafarmation about the related parties.
Subsidiary and associated companies

El. En. SpA controls a Group of companies whichrafeein the same macro-sector of lasers, to eackhath is
reserved a special field of application and a paldir function on the market.

The integration of different products and servioffered by the Group generates frequent commet@alsactions
between the various companies belonging to the isrblost of the inter-Group commercial transactiomslve the

production by El. En. SpA of mid- and high-powef@@, laser sources which constitute a fundamental cowapioin

the products manufactured by Cutlite Penta Srl, laagit SpA. Medical laser equipment manufacturedbyEn. SpA
is also involved in inter-Group commercial trangats which are, in part, sold to Deka M.E.L.A.,Sd Esthelogue
Srl, to Deka Sarl, to ASA Srl and to Asclepion LiaSechnologies GmbH, which organize their distribot

The prices for the transfer of goods are estaldisbe the basis of what normally occurs on the ntarkée

intercompany transactions therefore reflect mattezids, from which they may different slightly incardance with
the commercial policies of the company.

It should be mentioned that in October of 2002H#l. SpA acquired, free of charge, from Deka MelaaSicense for
the use of the same brand name for marketing ther laquipment produced by El. En. for the dentadioz and

aesthetic sector in some European and non-Euraqmeantries.

The tables below show an analysis of the transastishich have taken place with the subsidiary asgbeated
companies both for sales and financial payablesecgivables.

Financial receivables Other receivables Commercial receivables

Subsidiary companies: <1lyear > 1 year <1year byear <1lyear > 1 year
Asclepion Laser Technologies GmbH 984.966 943.7772
Deka MELA Srl 4.449.718
Cutlite Penta Srl 500.040 10.050.361
Esthelogue Srl 695.000 365 2.200.937
Deka Sarl 1.291.242
LT Tech of Carlsbad Inc. (ex Deka 258.41§ 1.383.564
Laser Technologies Inc.)
BRCT Inc. 940.014 41.049
Lasit Spa 12.13p
Quanta System SpA 57.645
ASA Srl 180.63
Lasercut Technologies Inc. 55.358 331.157
Cutlite do Brasil Ltda 391.5Q9
Penta-Chutian Laser (Wuhan) Co. ltd 4.150.794
Deka Medical Inc 263.570 2.808.13
Pharmonia Srl 405.040 84.122
- Bad debt reserve -4.919.257

Total 4.102.32 0 365 0 23.457.49 0
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Financial receivables Commercial receivables
Associated companies: < 1year > 1 year <1year Iyear
SBI SA 11.000
Actis Srl 30.000 - 18.042
Immobiliare Del.Co. Srl 31.565
Elesta Srl 504.877
Total 61.56! - 533.91
Financial payables Other payables Commercial payables
Subsidiary companies: < 1year > 1 year <1year byear < 1year > 1 year
Asclepion Laser Technologies GmbH 190.764
Deka MELA Srl 10.090
Cutlite Penta Srl 184.483 225.900
Esthelogue Srl 1.447 22.298
Deka Sarl 58.825
Lasit Spa 110.840
Quanta System SpA 527.7140
Cutlite do Brasil Ltda 14.508
Deka Medical Inc 41.3593
Penta-Chutian Laser (Wuhan) Co. Ltd 43.958
Total - - 185.96 - 1.246.29 -
Financial payables Other payables Commercial payables
Associated companies: <1year > 1 year <1year I>year <1year > 1 year
Elesta Srl 68
SBI SA 1.08(
Total - - - - 1.14 -
Subsidiary companies: Purchase raw materials Servis Other Total
Deka MELA Srl 39.843 16.742 56.585
Cutlite Penta Srl 159.561 47.535 207.096
Esthelogue Srl 3.500 6.982 2.074] 12.556
Deka Sarl 8.238 8.238
Lasit Spa 303.916 40.840 344.756
Quanta System SpA 889.892 76.284 966.176
Asclepion Laser Technolohies GmbH 298.273 243.678 541.951
Deka Medical Inc. 53.501 65.968 119.469
Penta-Chutian Laser (Wuhan) Co. Ltd 3.226 33.600 36.824
Lasercut Technologies Inc. 3.163 1.066| 4.229
Total 1.754.87 540933 2.07 2.297.88
Associated companies: Purchase of raw materials Saces Other Total
SBIS.A. 1.080 1.080
Total 1.08 1.08




Subsidiary companies: Sales Services Total
Deka MELA Srl 21.422.6493 544.792 21.967.434
Cutlite Penta Srl 3.436.729 723.544 4.160.272
Esthelogue Srl 195.978 107.525 303.503
Deka Sarl 1.330.984 22.704 1.353.689
Lasit Spa 57.970 2.956 60.926
Asclepion Laser Technologies GmbH 631.527 171.050 802.577]
Quanta System SpA 81.058 3.780 84.838
ASA Srl 497.944 1.704] 499.648
Penta-Chutian Laser (Wuhan) Co. Ltd 1.940./996 18.855 1.959.851
Cutlite do Brasil Ltda 595.533 595.533
Deka Japan Ltd 10.900 10.900
Deka Medical Inc. 11.424 11.424
Pharmonia Srl 10.800 10.800
Total 30.213.68 1.607.71 31.821.3
Associated companies: Sales Service Total
Actis Srl 34.339 34.339
SBI S.A. 11.000 11.000
Elesta Srl 505.664 17.567| 523.233
Total 551.00 17.56 568.512

Subsidiary companies: Other revenues

Deka MELA Srl 153.986
Cutlite Penta Srl 119.893
Esthelogue Srl 464
Deka Sarl 14.786
Lasit Spa 105.533
Quanta System SpA 110
Asclepion Laser Technologies GmbH 11.968
ASA Srl 22
Penta-Chutian Laser (Wuhan) Co. Ltd 459
Pharmonia Srl 929
Deka Medical Inc. 22
Brct Inc. 210

Total 408.38

Associated companies:

Elesta Srl 2.287
Actis Srl 2.400
Total 4.68

Other revenues

The amounts shown on the charts above refer toatipes which are inherent to the characteristiévaigtof the
company.

The other revenue refers, among other things teghts charged to Deka M.E.L.A. Srl and to Cutinta Srl for the
portions of the buildings in Calenzano which thegupy and to Lasit Spa for the factory at Torre émziata.

19C



Moreover, we have entered into accounts approxthb@sand Euros in interest earned on the finangnagited to
subsidiary companies.

Among the “Income taxes” we have entered charges fiscal consolidation for an amount of 169 thauks&uros for
Cutlite Penta S.r.l.

The Members of the Board of Directors and the Badir8tatutory Auditors and other strategic exe@siv

The Members of the Board of Directors and the Badr8tatutory Auditors of EI.En. S.p.A. receive g@aries shown
in the chart below:

Remuneration fo Bonus and Non monefary ~ Other Indenfiaity
Name Position Term duration Fees in: Fees partecipation other incentive benefits rewards Total terminatibn
committees mandate or
employment
Approval of the financial
Clementi Gabriel¢ Chairman of the BoD for 31.12.201 EL.En. SpA 134.498 196.5%0 3.507 334.550 6/500
Subsidiaries/associateq 10.691 10.691
Approval of the financial
Barbara BazzocqManaging Director for 31.12.201 El.En. SpA 134.27p 26.400 3.7p5 164.400 6,600
Subsidiaries/associateq 12.000 12.00f
Approval of the financial
Andrea Cangioli | Managing Director for 31.12.201 El.En. SpA 134.23p 98.2715 3.7p8 236.275 6,500
Subsidiaries/associateq 10.691 10.691
Approval of the financial
Michele Legnaiol| Director for 31.12.201 ELEn. SpA 12.00 12.00
Subsidiaries/associateq
Approval of the financial
Paolo Blasi Director for 31.12.201 El.En. SpA 12.00p 12.00
Subsidiaries/associateq
Approval of the financial
Alberto Pecci Director for 31.12.201 El.En. SpA 12.00p 12.00
Subsidiaries/associateq
Approval of the financial
Stefano Modi Director for 31.12.201 ELEn. SpA 100.92p 22.000 12.569 27.264 162[752
Subsidiaries/associateq
Approval of the financial
Vincenzo Pilla (*)|President of the Board of {for 31.12.201 EI.En. SpA 31.20p 31.20
Subsidiaries/associateq 21.526 21.524
Approval of the financial
Paolo Caselli (*) | Statutory Auditor for 31.12.201 EI.En. SpA 20.80p 8.320 29.12f
Subsidiaries/associateq 24.367 24.367
Approval of the financial
Rita Pelagotti (*) | Statutory Auditor for 31.12.201 El.En. SpA 20.80 20.80
Subsidiaries/associateq

Note: the salaries shown on the chart are detethoneghe accrual basis.
(*): amounts including CAP

Fixed salaries:

- The amounts paid to the directors of the CompBorytheir roles in other companies included in tirea of
consolidation are as follows: Barbara Bazzocchiclesirman of the Board of Directors of Cutlite ReBtl received a
salary of 12.000 Euros; Gabriele Clementi as membéne Board of Directors of With Us received $asgp of 1.500
thousand yen from that company; Andrea Cangiofhamber of the Board of Directors of With Us recediwesalary of
1.500 thousand yen from that company.

- With reference to the board member Stefano Mbdiheading of “fixed fees” also includes a salafry88.929,00
Euros as payment for his work as an employee.

- The salaries of members of the Board of Statutdugitors for carrying out their functions in otheompanies
included within the area of consolidation are dk¥es: Vincenzo Pilla as President of the Boardtdtutory Auditors
of Lasit SpA and Quanta System received from tlvesepanies a total salary of 21.526 Euros; Paol®lCas sole
Auditor of Deka Mela Srl and Auditor of Lasit SpAaeived from these companies a total salary oféZ4Euros.

Bonuses and other incentives:

In this column the chart shows the amounts receyesome of the members of the Board of Directsraraincentive
bonus for achieving certain goals which were sethieyBoard in accordance with the vote of the Shalders’ meeting
held on May 18 2012, and subsequently confirmed by the sharetsldeeeting of May 1% 2013, which, when
determining the amount of remuneration of the Baar®irectors, had established at the maximum arn@umillion
Euros the variable part of the overall bonusesdassigned and to assign to the managing diredgtanisiding the
president with powers of attorney, and the boarthbes with special positions as described in drtof2the by-laws
and art. 2389, sub-section 3 Civil Code. These beswill be paid in 2015.

191



Non-monetary benefits:

- The heading “Non-monetary benefits” refers taiage benefits paid to the President of the BodrBicectors and
the executive directors in accordance with the ebtthe shareholders’ meeting held on May’ 2§12 and on May 15
2013.

- For the Board Member Stefano Modi it refers te flinge benefit he receives as an employee as aselbther
managers.

Other rewards:

- With reference to the Board Member Stefano Madidce “Other bonuses” refers to transfers andafhpayments
received as an employee.

- The acting auditor Dott. Paolo Caselli receivdibaus of 8.320 Euros as a member of the Coimgatiody of EI.En.
S.p.A., in compliance with ex D.Lgs. 231/01.

Indemnity for termination of mandate or employment:
-An annual indemnity of 6.500 Euros each, in compde with art. 17 of T.U.L.R., is attributed to theesident of the
Board of Directors Gabriele Clementi and to thecexi#e members Barbara Bazzocchi and Andrea Cangiol

Prof. Leonardo Masotti, President of the Scientifmmmittee, received a fixed remuneration of 7.6806os, besides an
incentive bonus of 89.200 Euros. Moreover, as Bessiof the Board of Directors of Deka M.E.L.A. S1é received a
salary of 15.000 Euros and as a member of the Bafdbirectors of With Us he received 1.500 thousdied from that
company.

The Company does not have a general director.

Physical persons possessing an equity in EI.LEn. SpA

Besides the members of the Board of Directors,Bbard of Statutory Auditors and the President &f Trechnical-
Scientific Committee, partner Carlo Raffini to whdhe Company EL.En. assigned a specific profeskimsa for the
entire year, received a salary of 32.000 Euros;emagr, for a similar task carried out for the sdlaies Deka
M.E.L.A. Srl and Cutlite Penta Srl he received GBD. Euros.

The chart below shows the incidence of transactwitts related parties on the economic and finarngiilation of the
company.

Impact of related party transactions Total related parties %

a) Impact of related party transactions on the staément of
financial position

Equity investments 39.797.104 17.202.544 43,23%)
Accounts receivables 30.349.057 23.991.414 79,05%
Other receivables 5.397.763 4.164.254 77,15%
Non current financial liabilities 1.340.000 0,00%
Current financial liabilities 12.092.473 0,00%
Accounts payables 9.778.289 1.247.444 12,76%
Other payables 4.849.323 185.960 3,83%

b) Impact of related party transactions on the incone statement

Revenues 47.012.75( 32.389.964 68,90%
Other revenues and income 836.589 413.069 49,38%)
Purchases of raw materials 22.283.984 1.755.955 7,88%
Other direct services 3.799.064 173.723 4,57%)
Other operating services and charges 6.236.957 369.284 5,92%
Financial charges 695.989 0,00%
Financial income 6.050.751 52.724] 0,87%
Income taxes 2.120.424 167.739 7,91%
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Risk factors and Procedures for the management wofahcial
risks (note 34

Operating risks

Since the company is fully aware of the potentiaks derived from the particular type of productdmaby the

Company, already in the earliest phases of planamresearch, they operate so as to guarantsaféty and quality,
which is also certified, of the product put on tharket. There are marginal residual risks for lezdssed by improper
use of the product by the end-user or by negatiemts which are not covered by the types of instegolicies held

by the Company.

The main financial instruments of the Company idelehecking accounts and short-term deposits, shadrtong-term

financial liabilities.

Besides these, the Group also has payables arndakles derived from its activity.

The main financial risks to which the Company ip@&sed are those related to currency exchange,tcoedih and
interest rates.

Currency risk

The Company is exposed to the risk caused by fitictas in the Exchange rates of the currencies fmsesbme of the
commercial and financial transactions. These reses monitored by the management which takes alingeessary
measures to reduce them.

During this year the Company has conducted traimsectin derivative instruments in order to face tiek of
fluctuations in the exchange rate. In particulae, Company has stipulated a “Currency rate swaptraot in order to
hedge the risk on exchange rate changes for admdunt in dollars.

Operation Notional value Fair value
Forward exchange contract € 22.677.57 -€ 363.48B
Total € 22.677.57 -€ 363.48]
Credit risks

As far as the commercial transactions are concenfedcompany operates with clients on which creti#cks are
conducted in advance. Moreover, the amount of vabés is monitored during the year so that thewarhof exposure
to losses is not significant. Credit losses whielvehbeen registered in the past are thereforeelihiit relation to the
sales volume and consequently do not require dpsmiarage and/or insurance. The devaluation fuhidiwis accrued
at the end of the year represent about 9% of tia trade receivables from third parties. For aalgsis of receivables
overdue from third parties, see the descriptioth@relative note (6) of the financial statement.

As far as financial receivables are concerned, tieégr mostly to financing granted to subsidiaréesl associated
companies.

In relation to guarantees granted to others, iukhde noted that El.En., along with a minority tpar, in 2009
underwrote a bank guarantee for a maximum of lianilEuros to guarantee the debt of the subsidiargnfa System
to the Banca Popolare di Milano for facilitateddfirting of 900 thousand Euros, the installmentsvidich expire up to
84 months after the date of issuance, which toakeln the second half of 2009. Moreover, afteratguisition of the
entire equity from the minority shareholder on @etwo8" 2012, El..En. was committed to relieve this partieany

type of economic demand made by the Banca Popdididano.

Moreover, the Company also underwrote:

- in 2011, a bank guarantee jointly with the comeanwhich are participating in the ATS constitufedthis purpose,
for a maximum of 3.074 thousand Euros as a guagdntethe pay back of the amount guarantee as g@myment on
the research project “MILORD”, which has been in@d in the grant issued IBando Regional@010 approved by the
Region of Tuscany with Directive Decree n. 670 ebfuary 28 2011, which expired in September 2014; and was
renewed until March'92015;

- in 2013, a bank guarantee for a maximum of 5Qighad Euros as a guarantee on customs duty, e84anf
T.U.L.D., which effects temporary imports, with éxgtion date in June 2015 which can be extendedalhn

- and this year, a bank guarantee for a maximu@b8fthousand Euros for the reimbursement of theuat@quested
as a down payment on the “BI-TRE” research projgahted by théando Regional@012 approved by the Regione
Toscana wittDecreto Dirigenzialen. 5160 of November'52012, with expiration date in February 2018.

19z



Cash and interest rate risks

The cash risk represents the risk that the finhmegources available might be inadequate to ctherdebts coming
due. At this time the Company believes that thén@ashand is enough to cover the existing debts avitery positive
net financialposition of abou81 million Euros.

The exposure to the risk of variations in the ieserates of the market is connected to the midbrig-term financing
operations with a variable interest rate. The caomipeoncludes operations for collecting funds atadable rate and
then evaluates whether they should cover the fisikeointerest rate by converting the variable tata fixed rate.
During 2012 EIL.En. underwrote IRS contracts withjonaredit institutions in order to cover the irdet rate on
financing that had already been granted. The hedge made by neutralizing the potential losses efitistrument
(financing) with the profits registered from anatleement (the derivative). IAS 39 refers to sevéypes ofHedge
Accountingone of which, th&€ash Flow Hedgés the type that was used in this case.

The purpose of th€ash Flow Hedgés to cover the exposure to variations in tharfaitattributed to particular risks
associated with the entries in the financial staiets

In this case, the variations in fair value of tlegidative are reported in the shareholders’ edfaityhe effective amount
of coverage, and in the income statement only wih, reference to the amount covered, the vanaitiothe amount

of cash flow to be compensated appears. If thedheddgot effective the variation in the fair valfethe hedge contract
must be registered in the income statement.

Operation Notional value Fair value
IRS € 166.66] -€ 50(
Total € 166.66] -€ 50(

In evaluating the potential impact derived frommpes in the interest rates, it should be noted #iate the financing
is for an insignificant amount, any changes inittterest rate would not have an impact on the abpitd reserves.
Management of the capital

The objective of the management of the capitahef Company is to guarantee that a low level of iteldness and a

correct financial structure sustaining the busirsgsmaintained so as to guarantee an adequatebettiveen capital
and reserves and debts.
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Financial Instruments (note 35)

Fair value

The table below shows a comparison by categorydssivbook value and fair value of all the finanaistruments of
the Company.

Book value Book value Fair value Fair value
31/12/2014 31/12/2013 31/12/2014 31/12/2013

Equity investment avalaible for sale
Equity investment in Cynsoure Inc. 22.553.644 40.539.088 22.553.644 40.539.088
Financial assets

Financial mid and long term receivables 30{000 30.00
Financial receivables within 12 months 4.784|055 3.429.638 4.784.055 3.429.638
Cash and cash equivalents 43.511.706 21.808.559 43.511.706 21.808.559

Financial liabilities
Financial mid and long term debts 1.340/000 4.036.667 1.340.000 4.036.667
Financial liabilities due within 12 months 12.09234 6.206.696 12.092.473 6.206.696

Fair value hierarchy

The Company uses the following hierarchy in orderdetermine and to document the fair value of tharfkial
instruments based on evaluation techniques:

Level 1: quoted prices (not rectified) in a mankétich is active for identical assets and liabititie

Level 2: other techniques for which all the inpthigh have a significant effect on the registereid ¥alue can be
observed, either directly or indirectly.

Level 3: techniques which use input which havegaificant effect on the registered fair value whate not based on
observable market data.

For the financial statements of the Company, tteseepts are applicable only for the evaluatiorthef equity in
Cynosure, whose fair value can be qualified as Léysince it is related to the official quotatiohthe US market
Nasdag.

As of December $12014 the Company possesses the following seaustialuated at fair value:

Level 1 Level 2 Level 3 Total
Equity investment in Cynsoure Inc. AFS ~ 22.553.644 22.553.644
IRS -500 -500
Forward exchange contract -363.488 -363.488
Total 22.553.644  -363.988 0 22.189.656
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Other information (note 36)

Remuneration of directors and statutory auditors

31/12/2014 31/12/2013 Variation Var.%
Remuneration of directors 792.675 632.441 160.234 25,34%
Remuneration of statutory auditors 72.800 72.800 - 0,00%)
Total 865.47 705.24 160.23 22,72%

Information supplied in compliance with art. 149-dwdecies of theRegolamento Emittenti Consob

In compliance with article 148uodecief the Regolamento Emittenti Consabe chart below shows the amounts for
the year 2014 related to auditing services andhfmse other than the ones conducted by Deloitteodche.

Company providing the service Receiver note 2014 fees (Euros)
Audit Deloitte & Touche SpA ELEn. SpA 0.559
0.559
The honorariums shown are net of reimbursementthé& expenses sustained and the contributiorsufmervision of the Consob.
Average number of employees divided by category
Average Average

2014 31/12/2014 2013 31/12/2013 Variation Var. %
Executives 12,% 14 11,0 11 3 27,27%
Management 15pb 15 14,0 16 -1 -6,25%)
White collar 97,0 98 94,5 96 2 2,08%
Blue collar 70,9 71 68,0 70 1 1,43%
Total 195,5 198 187,5 193 5 2,59%

For the Board of Directors
The Managing Director — Ing. Andrea Cangioli
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Declaration of the separate financial statement iconformity with art.
81-ter CONSOB regulation n. 11971 of May 12 1999 and later
modifications and additions

1. We the undersigned, Andrea Cangioli as managjiregtor, and Enrico Romagnoli as executive offi@sponsible
for the preparation of the financial statement&bEn. S.p.A., in conformity with art. 154-bis, sabction 3 and 4, of
Legislative Decree no. 58 of February"21998, declare:
- the conformity in relation to the characteristiéthe company and
- the actual application of the administrative aamctounting procedures used in drawing up the segpara
financial statement, during 2014.

2. No significant aspect emerged concerning thee@bo
3. We also declare that:
3.1 the separate financial statement dated Deae3i§&014:
a) is drawn up in conformity with the applicabléeimational accounting standards recognized byEtim@pean
Union in conformity with Regulation (CE) n. 1606 of the European Parliament and the Commission, i
July 19" 2002;

b) corresponds to the figures in the ledgers acdwting books;

c) s suitable to supply a true and correct repradion of the capital, economic and financial &fton of the
company;

3.2 the Management Report contains a reliable aisabf the trends and results of the activity all asthe situation of
the issuing company and the group of companiesidet in the area of consolidation, together witlescription of the
principal risks and uncertainties to which they exposed:

Calenzano, March 132015

Managing Director Executive  officer  responeibl for the
preparation of the financial statements

Ing. Andrea Cangioli Dott. Enrico Romagnoli



El. En. Sp.A.
Headquarters: Via Baldanzese 17 Calenzano (Floyétaty)
Registry of companies, Florence n. 03137680488

Report of the Board of Statutory Auditors to thef&molders’ Meeting on the
separate financial statement as of Decemb®&rZ114 in conformity with art. 2429
c.c. and art. 153 of D. Lgs. n. 58 /1998

To our shareholders,
the Board of Directors of E.En. S.p.A. herewitlegegnts to the Assembly of the company the proposegbany report
as of December 312014 which was consigned to the Board of Statufargitors on March 18 2015.

During the financial year 2014 the Board of Statytduditors conducted its activity in compliancetiwvthe regulations
of the “Testo Unico delle disposizioni in materia di intermediazione finanziaria” (rules for financial intermediaries) D.
Lgs. February 28 1998 n. 58, D.Lgs. January™2010 n. 39 and in conformity with the operatininpiples of the
Board of Statutory Auditors recommended by @ensiglio Nazionale dei Dottori Commercialisti e degli Esperti
Contabili (National Council of Business Administrators anccégntants) for the companies quoted on the stockeha
and with Consob Communication of Aprif'@001, modified and integrated with communicatioBND 3021582 of
April 4" 2003 and subsequently with communication DEM/6@®16f April 7" 2006.

In compliance with D.Lgs. n.58 of February™#998 and D. Lgs. Of January"™2010 no. 39, it should be noted that
the activity of auditing of the accounts and theaficials is the responsibility of the Independmnditor Deloitte &
Touche S.p.A . which was confirmed for the auditofghe financials for 2012 — 2020, by the shardbd’ meeting
which met on May 182012, subject to the approval of the Board ofutay Auditors.

For the financials as of December®31014, the Independent auditor found no faults éecdared that the statement
was in conformity with the rules that govern théesia for drawing up financial statements, thatsitwas clearly
expressed and that it represented in a true amdatananner the financial situation, the resulthe financial period
and the cash flow of ELEn. S.p.A.. The Independmditor also found that the information contdine the
Management Report and the report on corporate gamwee was consistent with the financial statement.

The financial statement as of Decembef 2014 was drawn up in conformity with the Internatil Accounting
Principles (IFRS).

In conformity with the recommendations given by €aln, with their communication of Aprif'6 2001, we declare that
the Board of Statutory Auditors:

- Supervised the respect of the law and the ceatii of incorporation.

- Obtained from the directors, at least once egemlrter, information on the activity conducted amndthe operations
of major economic and financial significance magetie Company (and by its subsidiaries) and carorgbly
affirm that the activities voted and carried ou ar conformity with the law and with the compartatBte and are
not manifestly imprudent, risky or in potential €@t of interest or in contrast with the decisiomsade by the
Assembly or of a nature to compromise the sharehslaquity. In this regard in the Annual Finandraport as of
December 312014, the following significant events occurre®Bil4 are described.

- They have been informed about and have supervisithdin the limits of their competency, the adeguaf the
organizational structure of the Company, of the@ees of the principles of correct administrationdahe adequacy
of the instructions given by the company to thesslibries in conformity with art. 114, sub-sectidrof D.Lgs.
58/98, through the gathering of information frore fersons responsible for the organizational fonsti As far as
the inter-group operations are concerned, the irgcin the explanatory notes, illustrate and dbscahe relations
between the Company and the companies of the Getating that the operations took place under nbmaaket
conditions. These operations are consistent withraspond to the interests of the company.
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They have initiated an exchange of informatiothwthe Independent auditors, by meeting with theaff in

conformity with art. 150, sub-section 2, D.Lgs. ®8/and from these meetings no information emetlgatdneeded
to be mentioned in this report. From this exchaofgimformation it emerged that the Independent tudound no
irregularities or errors in reference to the regwaokkeeping and the correct reporting of faciatesl to the
management in the entries in the accounts whichimed) notification to the competent authorities.

They have initiated an exchange of informatiothwthe corresponding bodies of the Italian subsjd@mpanies
concerning the administration and control and #eegal trend of the activities and no negative etspemerged.

They have evaluated and supervised the adequitlyeointernal controls system and the administeatand
accounting system as well as its reliability inreatly representing management events by (i) olotgimformation
from the managers of the respective functionsji@pecting the company documents and the analfske results
of the work conducted by the Independent audiidy,sipervising the activity of the provosts fartérnal controls
and (iv) as part of the Internal controls Committieey participated in the activities conducted hg €ontrols and
Risks Committee, instituted by the Company in coamale with theCodice di Autodisciplina for companies quoted
on the stock market. In relation to this no pafdcwbservations were reported. The Board of Stagududitors,
moreover has taken note of the contents of the aamwation from the manager in charge of preparimg t
company’s financial statements regarding the firifil of his duties and the declarations made by aid by the
managing director in conformity with the law.

From the Supervising Body, instituted in confagymivith D.Lgs 231/2001, of which the statutory #ad Paolo
Caselli is an acting member, they have receivearinétion concerning the activities conducted bg tody. From
this information no anomalies or reprehensiblesacherged.

They reported that from the information receiviedm the directors and from the conversations hath w
representatives of the Independent auditing compheyexistence of atypical or unusual operati@mlacted with
companies of the Group, related or third partieendu2014 or after the closure of the financial ryedid not
emerge.

On the basis of the findings communicated byitiependent auditors concerning their separatetepey did not
report any critical points or errors in information

The Board of Statutory Auditors has not receiaeey reports of violations of ex art. 2408 of thevilCCode nor
other protests from third parties.

They have taken note of the fact that the Compgwasy/substantially adhered to tBedice di Autodisciplina set up
by the Commission for corporate governance of canigsagquoted on the stock market. The Board of Darschas
appointed two independent directors and has unstt the following commissions: Nominations Come®tt
Remuneration Committee, and Control and Risk Comiwnis Concerning the activities conducted and thee f
implementation of the regulations contained in #imve mentioned code, the Board of Directors hasiged
ample information in the annual report on corporgéeernance Relazione Annuale sul sistema di corporate
governance).

They have taken note of the approval of the BadrDirectors of the ethics code for operations enad financial
instruments by the EIl.LEn. Grougddice di "Comportamento per operazioni compiute su strumenti finanzari del
Gruppo EIl.En. da persone rilevanti") in effect starting on January' 2003, in compliance with the stock market
regulations (Regolamento dei mercati organizzati e gestiti da Borsa Italiana Sp.A.") approved on July™®2002.

In compliance with art. 4 sub-section 6 of then€ab regulation Regolamento Consob) containing provisions
related to operations with related parties (adopifftet vote 17221 of March 22010 and subsequently modified
by vote 17389 of June %32010), they supervised the compliance of the mhores adopted by the company
through the approval of the specific regulationttte principles indicated in thRegolamento Consob mentioned
above as well as to the application of these saineiples.

In conformity with art.19 first sub-section lati@) of D.Lgs. 39/2010, they supervised the indeleamce of the legal
auditors, in particular in relation to the performa of non-auditing services and in compliance withl7 sub-



section 9 D.Lgs 39/2010, the Independent Auditamsegwritten confirmation of their independence aaiso
communicated that they did not supply any non-angliservices in 2014. In the Explanatory noteshefdtatement
the amounts paid to the Auditing company for tlaiditing services for 2014 are listed (50.159,060Eu

- In compliance with art. 17 of D.Lgs n. 39/201%ey discussed with the Independent auditors tlks rislated to the
independence of the company as well as the meathatelsad been taken to limit these risks.

- In compliance with art. 19 of D.Lgs n. 39/2010 their role as Commission for Internal Controld @auditors, they
supervised the process of financial information,tbe effectiveness of the internal controls systeminternal
auditing and risk management.

- In compliance with art. 19 of D.Lgs n. 39/2018ey supervised the auditing of the annual accoant$ the
consolidated accounts by obtaining from the legalitars a report on the fundamental questions whicterged
during the legal auditing from which no significafatults emerged regarding to the internal contsylstem in
relation to the process of financial information.

- The Board of Statutory Auditors did not find aenjtical aspects in relation to the independencthefindependent
Auditors.

During the supervising activity conducted and, loa Ibasis of information obtained from the Indepand@eiditors, no
omissions or reprehensible facts emerged of a edat would require them to be reported to tharodimg bodies or
mentioned in this report.

After the appointment by the Board of Directorstbé manager in charge of preparing the Companyiantial
statements, the Board of Statutory Auditors exmegkeir favorable opinion in conformity with att54-bis D. Lgs.
58/98.

The Board of Statutory Auditors issued opinionated to the salaries as per ex art. 2389 n. 3 c.c..

The Board verified the adequacy, as far as theuatiah method was concerned, of the impairmens tesing used in
order to evaluate the existence of losses in vafltlee assets entered in the accounts.

On March 18 2015 the Board of Directors approved the repontesnuneration in compliance with art. 123 ter TUF.

The Board of Statutory Auditors believes that thieiinal procedure adopted by the Company in o@eoinply with
art. 36 of the stock market regulatiof®golamento Mercati) approved by Consob with vote 16191/2007 concernin
information and suitability of the systems of tramssion of data by the subsidiary companies gowkinecountries
not belonging to the European Union, is adequate.

The supervising activity described above was cotettlim seven meetings of the Board of Statutoryitous, attending
four meetings of the Board of Directors and onaaihalders’ meeting in 2014 and participating in #ogivities of the
Committee for controls and risks.

The Board of Statutory Auditors has verified thereot application by the Board of Directors of théeria and of the
procedures adopted to evaluate the independendieahdependent directors in conformity with. &1C.5 of the
Codice di Autodisciplina. The Board of Statutory Auditors has also verifibb@ compliance with the criteria for
independence of its own members both in the phas@mointment and afterwards, in conformity with. &0.C.2 of
the Codice di Autodisciplina.

The Board of Statutory Auditors, in consideratidrile results of the verifications conducted aral plositive opinion
of the Independent auditors, expresses their fi®rapinion for the approval of the financial repas it has been
presented by the Board of Directors, and of theppsal by the same body in relation to the destinatif the net
income for the financial year.

Florence March 30 2015.
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The Board of Auditors
Dott. Vincenzo Pilla, president of the Board of Aods.
Dott. Paolo Caselli, auditor.

Dott.ssa Rita Pelagotti, auditor.
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AUDITORS’ REPORT ON THE STATUTORY FINANCIAL STATEMENTS
PURSUANT TO ARTICLES 14 AND 16 OF LEGISLATIVE DECREE No. 39
OF JANUARY 27, 2010

To the Shareholders of
EL.EN. S.p.A.

1.  We have audited the financial statements of ELEn. S.p.A. (the “Company”), which comprise the
statement of financial position as of December 31, 2014, and the income statement, statement of
comprehensive income, statement of changes in shareholders® equity and cash flow statement
for the year then ended, and a summary of significant accounting policies and other explanatory
notes. These financial statements prepared in accordance with International Financial Reporting
Standards as adopted by the European Union and the requirements of national regulations issued
pursuant to art. 9 of Italian Legislative Decree n°® 38/2005 are the responsibility of the
Company’s Directors. Our responsibility is to express an opinion on these financial statements
based on our audit.

2. We conducted our audit in accordance with the Auditing Standards recommended by CONSOB,
the Italian Commission for listed Companies and the Stock Exchange. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by the
Directors, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

For the opinion on the prior year’s financial statements, whose data are presented for
comparative purposes, reference should be made to our auditors’ report issued on March 28,
2014,

3. In our opinion, the financial statements give a true and fair view of the financial position of
ELLEn. S.p.A. as of December 31, 2014, and of the results of its operations and its cash flows for
the year then ended in accordance with International Financial Reporting Standards as adopted
by the European Union and the requirements of national regulations issued pursuant to art. 9 of
Italian Legislative Decree n°® 38/2005.

Ancona Bari Bergamo Bologna Brescia Cagliari Firenze Genova Milano Napoli Padova
Palermo Parma Roma Torino Treviso Verona

Sede Legale: Via Tortona, 25 - 20144 Milano - Capitale Sociale: Euro 10.328.220,00 L.v.
Codice Fiscale/Registro delle Imprese Milano n. 03049560166 - R.E.A. Milano n. 1720239
Partita IVA: IT 03049560166

Member of Deloitte Touche Tohmatsu Limited



4. The Directors of EL.LEn. S.p.A. are responsible for the preparation of the report on operations and
the annual report on corporate governance in accordance with the applicable laws and
regulations. Our responsibility is to express an opinion on the consistency of the report on
operations and of the information reported in compliance with art. 123-bis of Italian Legislative
Decree n. 58/1998, paragraph 1, letters c), d), f), 1), m) and paragraph 2, letter b) in the annual
report on corporate governance, with the financial statements, as required by law. For this
purpose, we have performed the procedures required under Auditing Standard n. 001 issued by
the Italian Accounting Profession (CNDCEC) and recommended by CONSOB. In our opinion,
the report on operations and the information reported in compliance with art. 123-bis of Italian
Legislative Decree n. 58/1998 paragraph 1, letters ¢), d), f), 1), m) and paragraph 2, letter b)
included in the annual report on corporate governance are consistent with the financial
statements of EL.En. S.p.A. as of December 31, 2014.

DELOITTE & TOUCHE S.p.A.
Signed by

Gianni Massini

Partner

Florence, Italy
March 30, 2015

This report has been translated into the English language solely for the convenience of international
readers.



