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MANAGEMENT REPORT 2019

INTRODUCTION
To our shareholders,

The financial year 2019 closed with a consolidaaies volume of 400 million Euros and a net codstdid income for
the Group of 26 million Euros net of income tax 8@ million and a net result for third parties2o8 million Euros.
This has been another year of strong growth forcttimpany which consolidated and re-enforced thempetitive
position on a global level and greatly exceeded dkpectations for an increase in the sales volunw BEBIT
formulated at the beginning of the year. 2019 hamnba year of great expansion for the Group: tthergement of the
manufacturing and logistic structures for most of factories has been completed thus making itiplesto achieve a
an increase in the production capacity in view foé increase in the sales volumes; the areas dedidat the
development of new products and their certificati@ve been increased, above all in the medicabissot that they
can be sold everywhere in the world. The re-enfoer@ of this sector has brought about concretdtsesuterms of
new products that will be made available on impurtaarkets already in 2019. Moreover, at the enthefyear we
acquired a minority share in our joint venture<imna with an investment aimed at further accelegabur plans for
expansion on the Chinese market for sheet metihgut

It has therefore been a year of great satisfaeti@hpreparation for gathering the fruits of ouogff in the future.

It is a shame that the discontinuity created bysveead of the Corona virus and the restrictivesuezs taken by the
authorities in China and in Italy have dampenedhibees and expectation of seeing in 2020 the eesfilthe efforts
made in 2019. The companies of the Group were @egdrso as to remain operative for as long as plessihile, at
the same time applying all measures necessaryteqtrthe health of the workers and collaboratBisce we are well
aware of our strength, our capacity and the sglidfitour markets, we are confident that we willdise to return to our
trend of flourishing growth as soon as the situagjoes back to normal.

REGULATORY FRAMEWORK

In compliance with theEuropean Regulatiom. 1606 of July 18 2002, the EIL.En. Group has formulated the
consolidated statement as of DecembérZ117 in compliance with the international accougtstandards approved by
the European Commission.

In conformity with Legislative Decree 38/2005, sitag in the financial year 2006 the annual finahstatements of the
parent company, ELEn. 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 2019

On January 172019 the Shareholders’ meeting of EIl.En. SpA iroatinary meeting proceeded to authorize the sale
of treasury stock on the conditions proposed byBbard of Directors, in compliance with articles5Z3e 235%er cc.
The purchase of treasury stock may be made forfdlbewing eventual, concurrent or alternative re@soas an
investment, to stabilize the stock in situationsvirich there is a scarcity of cash on the stockketafor assignment or
distribution to employees and/or collaborators andhembers of the administrating or controlling iesdof the
Company or its subsidiaries, for exchanges of expuds part of or on the occasion of operations stirategic nature.
The reasons which are described must be pursuadoleins and operations for purchase and sellindfoamperations
conducted in compliance with the terms and reguiatiset forth irRegolament@JE 596/2014 (“MAR”) and with the
normal market practice approved by the CONSOB. alihorization has been granted for the purchastinvi8
months of the date of the resolution, in one or emimistallments, of a maximum number of ordinaryrehaof the
Company, the only category of shares presentlyegsswhich, in any case, may not be more than ditedf the capital
stock. On the date of the resolution, 20% of thgitahunderwritten and deposited by El.LEn. was étma3.859.494
shares with a nominal value of 501.734,22 Euros phrchase of treasury stock must take place c#npgethe
equality of the shareholders in compliance with 282 T.U.F. and art. 144-bRegolamento EmittentConsequently
the administrators may purchase them at the foligwgoncurrent and /or alterative conditions wheppliaable and
which will be determined at the moment of each Isingperation, by means of a public offering for ghase or
exchange; on the regular market, with the conditiestablished by the market practice approved &yCANSOB in
compliance with article 13 MAR; at the conditiomslicated by art. 5 MAR. The purchase may take péica price
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which is not at the minimum less than the nomirelig of 0,13 Euros per share and, at the mosttegrézan 10%
more than the official trading price registeredtba day preceding the purchase. Moreover, the steak be sold
within ten years of the date of the resolution atiae, or equivalent amount in the case of Compapsgrations, which
is not less than 95% of the average official po€¢he trading registered on the five days preggdie sale. Both the
purchases and the sales of treasury stock mustpiake respecting the present European, delegatgdi@amestic
regulations.

On April 12019 a new company, PENTA Laser Technology (Shamg)dCo., Ltd. , was founded; it is owned 100%
by the subsidiary Penta Laser Technology (WenzBau) Ltd.

On May 18" 2019 the Shareholders’ meeting of EI.En. S.p.Araped the financial statement for 2018 and alsix to
the following resolutions:

- To assign all of the net income for distributiortite shareholders;

- To distribute to the shares in circulation on tla¢edcoupon no. 3 came due on May 2D19, in compliance
with art. 2357-ter, second sub-section of the OBalde, a dividend of 0,40 Euros (zero point fortyrds)
gross for each share in circulation for an ovemaiount of 7.718.988,80 as of this date and asgjgthia net
income for the year, for the amount of 2.814.03%00os and, for the residual amount of 4.904.94&,8fbs
drawing on the net income that were not distribudadng the preceding years but accrued in thentahy
reserve called “extraordinary reserve”.

- To accrue, where possible, in a special reserveetained earnings, the residual dividend destirgdahy
treasury stock which may be held by the Compantherdate the coupon came due.

The Shareholders’ meeting also voted to approvedpert on remuneration including incentives aseeart. 123-ter
T.U.F. as well as the appointment of the memberthefBoard of Auditors and of the President for theee-year
period 2019-2021 and the setting of the relatiVeris.

On June 19 2019 the subsidiary Quanta System S.p.A. conclidecurchase of 70% of the capital stock of “Galli
Giovanni & C. Srl” a company specialized in the mf&cture of high-precision mechanical parts, fa g&mount of
350 thousand Euros.

In the month of July 2019 operations for the transf the activities of Cutlite Penta and Ot-lashte new headquarters
in Prato were completed.

On September 142019 the first opportunity occurred for acquirittie stock options assigned by the Board of
Directors of EI.En SpA in compliance with the regimn taken on September12016 in implementation of the Stock
Option Plan for 2016-2025 limited to administratocollaborators and employees of the company @nsubsidiaries
as had been approved by the shareholders’ assemnbMay 12' 2016 and described in the information report
published in compliance with art. 84-bis, sub-gettl and Scheme 7 of Attachment 3A of the CONSQRIledions,
Regolamento Emittenti Consob n. 11971/1999 whichaias, until the expiration of the plan, availatdethe public at
the headquarters in Calenzano, at the Borsa l@li&p.A.,, and on the internet site of the company:
www.elengroup.conm the section Ihvestor Relations / Governance / Documenti SogiétRiano di Stock Option
2016-20258 and on the authorized storage sitew.emarketstorage.com.

In the months of September and October 2019 wegimatied the new production sites of the subsidiafisclepion
Laser Technologies at Jena in Germany and of Adddenza, intended, respectively, at Jena, formtamufacture of
laser systems for medical and aesthetic applicatéord, at Vicenza, for the production of laser esyst for physical
therapy and rehabilitation.

After some of the beneficiaries of the above memtb Stock Option Plan 2016-2025 acquired theirkstc2019 the
company issued 225.338 ordinary shares for the malnamount of 29.293,94 Euros and received 2,8ianilas a
capital increase with additional paid. The acqigisibf the share options in compliance with thengtantinued in 2020
and, overall, up until the date of approval of thecument, 245.463 ordinary shares have been idsuead nominal
amount of 31.910,19 Euro and cashed in 3,1 mikisma capital increase with additional paid.

On November 2% 2019 the shareholders’ meeting of Elesta srl vatetransform the company into a joint stock
company, in order to initiate an IPO to colleckrgapital for the purpose of pursuing the objectif@ growth on the
market for laser systems for surgical applications.

On November 272019 an agreement was reached with the main rijrstrareholder of our Chinese activities for the
acquisition of the equity in our joint venturesenzhou and Wuhan. The operation was arrangeddrphases: in the
first phase, Penta Laser Wenzhou purchased 100%6eo€quity in Penta Chutian Wuhan from Ot-las $d &he
Chinese minority shareholders, in December 201&énsecond phase, Ot-las bought 29,7% of Pen&r Mdenzhou,
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in early 2020. On December *§12019 the residual debt of Penta Laser Wenzhoarwhird parties included in the
net financial position was 1,7 million Euros.

DESCRIPTION OF THE ACTIVITIES OF THE GROUP

El.LEn was founded in 1981 and arose from the iotuiof a university professor and one of his stuslefihe Company
developed over the years and became a multi-facdy@@mic industrial group specialized in the mawtire, research
and development, distribution and sale of lasetesys.

The founders, Professor Leonardo Masotti and his,vidarbara Bazzocchi, and Ing, Gabriele Clemdratye always
conducted the company and are still part of thetapagement.

The laser, an acronym fot.ight Amplification by Stimulated Emission of Radiation” is a fascinating technology
invented in 1960 and represents the fulcrum oftémhnology of the Group. This luminous emissionhwis unique
characteristics (monochromaticity, consistencyianice) found and is still finding a growing nunnbaf applications
which have given rise to its own specific indugtgactors and in others has radically changed tg iw which they
operate. Telecomunications, sensoristics, printétspgraphs, numerous processes in industrial rzeuring,
numerous medical and aesthetic applications haee héle to benefit from the innovations made abbdlaby the
versatility, precision and reliability of laser sgms. As Prof. Gérard Mourou - Nobel prize for pbysn 2018 for the
invention of chirped pulse amplification or CPA, islinwas later used to create ultra-short highnisity laser impulses
(terawatt) - pointed out during his visit in Janua019 to the headquarters of Quanta System S@anmarate (VA),
“the best is yet to come”! Scientific research aamgblied industrial research will continue to findnovative
applications for laser technology from which we adirbenefit directly or indirectly.

Among the many types of laser sources and appicaitthat have been developed, the Group has albvegs
specialized in systems for two particular secttaser systems for medicine and aesthetics whiclcallehe Medical
sector and laser systems for manufacturing whictcalethe Industrial sector. Each of these sectmrglivided into
various segments which vary from each other becatidee specific application of the laser systerd,alonsequently,
for the specific underlying technologies and thpetyf user. For this reason, the activity of theur which is
generically defined as the manufacture of lasercgsuand systems, actually has a wide variety adysts which are
used by many different kinds of clients, also doghte global presence of the Group which forces idapt to the
particular methods which every region in the wdrés in the adoption of our technologies.

Over time, the Group has acquired the structurechwiiti now has through the creation of new compaaies the
acquisition of the control in others. The actistere conducted by this diverse group of compamiésh operate in the
fields of manufacture, research, development distion and sale of laser systems. Each companpéas assigned a
specific task which sometimes is based on its gagmigcal location, sometimes on a specific markehai and other
times on a more extended and transversal area tfityacincluding different technologies, applicati® and
geographical markets. The activities of all of toenpanies are coordinated by the Parent Compasyah a way that
the available resources can be put to the besbruske markets and take advantage of the dynamishilexibility of
each single business unit without losing the ach@gad of a coordinated management of some of theness.

In our sectors of the market, the wide range ofdpots, the capacity to segment some of the marketsder to
maximize the overall quota held by the Group, thgetith the opportunity of involving manageriahfftas minority
shareholders are at the base of the company oegamzof the Group. The high number of differentng@anies that
compose the Group is based on the linear subdivisiache activities which we have identified alsy purposes of
reporting but, above all for strategic purposeshasvn below:



An integral part of the main company activity oflisg laser systems, is that of the post-salesaruet assistance
service which is not only indispensable for thetaliation and maintenance of our laser systemsataat a source of
revenue from the sales of spare parts, consumabtetechnical assistance.

The division of the Group into numerous differemimpanies also reflects the strategy for the distidim of the

products and for the organization of the activif@sresearch and development and marketing. Elfswne of the most
successful groups on our market, thanks to a sefi@squisitions concluded over the years, in paldi, in the medical
sector (DEKA, Asclepion, Quanta System and Asa)loiing an approach that is unique and original dar sector,
each company that has entered the Group has nmadtés own special characteristics for the type segment of the
product, with brands and distribution networks tha¢ independent from the other companies of theu@Grand

represent a real business unit. Each one has lienocatake advantage of the cross-fertilizatiorichtthe individual

research units has had on the others and has meidetn elective technologies available to theeottompanies of
the Group. Although this strategy makes managemmre complex, it is chiefly responsible for the gt of the

Group which has become one of the most importamipemies in the field.

While we recognize the importance that the muléidgi and multi-R&D has had on the growth of the @roat the

same time we realize the need to increase the ic@di@h between the activities of the differentibess units of the
medical sector and promote the joint activitiese lilistribution in Italy which, under the new brandme of

“Renaissance” will unite into a single organizattbe pre-existing networks of Deka and Quanta $yste

In 2020 the integration of the Group networks wihtinue: the Asclepion laser systems for aestlagptications will

be available for sale in Italy through the Renaissanetwork which will further reinforce its leadbip in the territory,
while, at the same time, the distribution netwofkAgclepion in Germany will offer the Deka systends optimal

integration of the medical business units is, ict,fane of the objectives of the General Directbri.En. Spa, who
took on this role, a new one for the company, owdsy £' of 2017.

Although they both use laser technologies and shaneerous strategic components and some actidti¢lse R&D
and production level, the Medical and Industrialtses are active on two completely different kimdgnarkets. Their
internal operations are organized in such a wajoasatisfy the radically different needs of theents of the two



different sectors. Moreover, specific dynamics lire tdemand and expectations for growth that are emiad to
different key factors correspond to each of the markets.

The outlook for mid-term growth is positive for hatarkets. In the medical sector, there is a cohstarease in the
demand for aesthetic and medical treatments bypalgtion which, on the average, tends to age astiagito limit as
much as possible the effects of aging.

There is also an increased demand for technoldlyégsare able to minimize the duration of surgmaérations and of
post-operative recovery or to increase their effecess by reducing the impact on the patient (métly invasive
surgery) and the overall costs. For the induss@idtor laser systems represent an increasinglgpgadsable tool for
manufacturing since they offer flexible, innovatitezhnologies to companies that are competing erirtternational
market and wish to raise their qualitative standandd increase productivity. Although they contituée used on the
traditional market of manufacturing, laser systeapesent a high-tech component of it which, thaokke continued
innovation of the laser product and processedaiats allow, presents excellent prospects for tirow

Growth in the industrial sector is expected thatiokthe increase in productivity and in the quatifythe products along
with the great flexibility that laser operationsrigy to numerous manufacturing processes. Althohely still refer to
traditional manufacturing systems, both our cuttieghnologies, which transform the product, and marking
systems, which identify it or decorate it, respdodspecific requirements of the manufacturing seetbich are
increasingly requested. Another factor which cdmités to the demand are the technological innowatiehich make
the products increasingly easy to use, productiebv@rsatile and in this way increase the rangmténtial customers.

It should also be noted that, in the presence efetkcellent outlook for the growth of our markdtsee Group has
succeeded in acquiring new portions of the market @eate new applicative niches thanks to theiowations. The
adequacy of the range of products offered, the aibpso continually renew it in order to meet thenthinds of the
market or, even better, create new ones, are itieatfactors for our success. The El.LEn. Group had and still has,
the ability to excel in these activities. The ldngsection in this document dedicated to ReseandDevelopment is a
demonstration of the importance of these activiieshe Group and the particular focus that i®ctied to dedicating
the necessary resources that are needed to guathetprosperity of the Group in the years to come.
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DESCRIPTION OF THE

GROUP

As of December 312019 the structure of the Group was as follows:
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Performance indicators

The following performance indicators have been ghder the purpose of providing additional infornmation the

economic and financial performance of the Group

31/12/19 31/12/18
| Profitability Ratios (*):
ROE 13,2% 9,1%
(Net Income / Own Shareholders' Equity)
ROI 9,0% 8,3%
(EBIT / Total Asset)
ROS 9,5% 8,7%
(EBIT / Sales)
| Capital structural ratios:
Investments Flexibility ratio 0,74 0,76
(Current Asset / Total Asset)
Leverage 1,1¢ 1,09
((Net Equity+ Loans) / Net Equity )
Current Ratio 2,0¢ 2,31
(Current Asset / Current Lability)
Current liability coverage 1,42 1,58
((Current receivables + Cash & cash equivalentrestments) / Current liabilities)
Quick ratio 0,6t 0,70

((Cash & cash equivalent + Investments) / Curriaiilities)

In order to facilitate comprehension of the chdmb\&e and, in consideration of the regulations coring alternative
performance indicators, below we are giving theénigbns of some terms used in the charts of tharftial statement:

- Own Capital = Shareholders’ equity of the Grouplet income (loss)
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Alternative non-GAAP measures

The EIL.En. Group uses some alternative performamegsures which are not identified as accountingsarea that are
part of the IFRS in order to offer a better evahrabf the performance of the Group. Consequetttly criteria applied

by the Group may not be homogeneous with that umsedther companies and the results obtained maybaot
comparable with the results shown by these latter.

These alternative performance measures, determineghformity with the guidelines for alternativeeasures issued
by ESMA/2015/1415 and adopted by the CONSOB witticeonr. 92543 on Decembel? 2015, refer only to the
economic performance of the period being considaretithose with which it is being compared.

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

- the earnings before income taxes, devaluations, deprations and amortizationsor “EBITDA”", also represents
an indicator of operating performance and is deitezth by adding to the EBIT the amount of “Deprdoias,
Amortizations, accruals and devaluations”;

- theaddedvalue is determined by adding to the EBITDA the “cost p@rsonnel”;

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

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

As alternative performance indicators to evalueteapacity to meet their financial obligations troup uses:

- the net financial position which means: cash available + securities entemgmhg current assets + current financial
receivables — debts and non-current financiallités - current financial debts.
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GROUP FINANCIAL HIGHLIGHTS

During the financial year 2019 the EI.En. Groupistaged a consolidated sales volume of 400 milkamos and an
EBIT of 38,2 million Euros with a net result foretltGroup of 26 million Euros. These results all shewignificant
increase with respect to those for last year arghttyr exceed those predicted at the beginning efytsar, thus
demonstrating the capacity of the Group to folltv trend of rapid development for which, in the fasv years, major
investments have been made for the enlargemehedbgistic structures and the main operating fionst

These brilliant results are a source of great feation for the management and for all the stakedrsl Our Group
remains among the most important in the world ia #ector of laser systems for medical applicatiand is
consolidating their position in the sector of lasgstems for industrial applications.

The macro-economic situation in which we operatedd19 presented different aspects during the gedrin relation
to the various geographical areas. Conditions & Wited States were good and allowed us to inereas sales
volume in this area. Conditions in Europe and alyltin particular were not so good but we were dbl@achieve
significant growth rates despite them due to trexisp appeal of some of our systems. After a stattte financial year
which was very promising, the Chinese market amgbairticular our market for laser systems for maotufring slowed
down as a result of the so-called customs tarifsveand the overall decrease in economic growthhim&

Despite the slowdown of the Chinese economy in gbheond half of 2019, we still believed that the c#je
characteristics of our products, featuring prodigsti flexibility and increased economy in the sysis offered on the
market, would make it possible to maintain the fpsitrend for which we had installed the operatsteuctures
necessary to guarantee the production volumesh#thbeen planned and made company investmentsi®asing our
controlling equity in the Chinese joint ventures.

The currency Exchange rates have been on the idndeable, in particular the US dollar which staystween 1,10
and 1,15 dollars per Euro, a rate that does natlenus with respect to our competitors most obmhhave costs
expressed in dollars and who, in the past could talkvantage of the weakness of the American cwyréie Chinese
Rmb, after a phase in the middle of the year inctwht grew stronger, later weakened and by the antthe year
returned to the level it was at the start of tharye

The considerable increase in sales volume regiiard019 was made possible by the operative rarorgtion which
we have been conducting for the last two yearshgnithe strengthening of the logistic and producstmctures which
allowed the Group to take advantage of the oppiiésmffered on its markets. Even though the @@tiv of the Group
are subject to the fluctuations of the economidesjove are ourselves the protagonists of the digsaad our markets
thanks to the innovation activity which continualBnews the range of products and offer our cliant®pportunity to
invest which has a great potential for profitapilivhich is sometimes even against the current.

It should be noted that the Group has made sores saleasing companies which require repurchaainperefore, in
compliance with IFRS 15, which considers this tgbeale a kind of multi-year rental despite thet fhat it has been
fully paid for, revenue for about 1,5 million Eurbas been subtracted, with a negative impact orEBid of 0,6
million Euros with respect to the “traditional” ammting of revenue and cost of sale. The reduceshiee and margins
for the year will be recovered over the multi-ypariod covered by the operative lease agreement.

Again in 2019 the growth in sales volume involvéidsactors and all the main applicative segmentstiich the Group
is active. The medical sector was the most brilllzut in the industrial sector also the Group wiale #o register a good
increase in sales volume in the main segment adtshetal cutting and excellent results in markimgidientification.

In the medical sector remarkable results were shiowhe sector of urology which was second in vauomly to hair
removal, the application which in the past has gvaeen the most significant for the Group. In pheduction of
holmium and thulium systems for the treatment dhkily stones and benign hypertrophy of the prosta¢eGroup now
has a position of leadership at a world level, Ksaalso to the collaboration with giants in thddigke Olympus and
Cook Medical (with this latter, the extension o€ thollaboration has recently been formalized) whstridute the
Quanta System product all over the world with OEdvtcacts.

The rapid growth in the number of installationghe urological sector also makes it possible tbssagle or multiple
use optical fibers for surgical applications: tlades of the optical fibers are registered as phthe sales volume for
service and in 2019 represented for the urologgntdi about 35% with respect to sale of the systems.

The Onda system witiCoolwave8” has met with great success in accordance withhayltest expectations and
ambitions. Thanks to the original and innovativecnoivave technology the body contouring system heenbvery
popular with clients who appreciate the tripld@cwhich is able to reduce adipose masses, firthegkin, and treat
the blemishes caused by cellulitis. Onda is orth@test selling systems of the Group and iniigs full solar year on
the market (it was first released in the Summe2Qif8) it exceeded eleven million in sales voluméduiher impulse
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and development of sales of Onda is expected #ftenuthorization for sale in some countries witbag) potential,
particularly, the United States.

The issue of authorization for sales of medicalickss and instruments in the various countries geme years has
become a decisive factor for expansion on the niatggnal market. In order to obtain these clearantiee most
complicated procedure are those for the marketsariJnited States (FDA), China (CFDA) and Japan tNQAIl of
our companies operating in the medical sector lrateasified their regulatory activity and re-enfedcthis sector even
by hiring highly qualified, competent personneleTihcreased complexity in obtaining these authtidma represents a
general tendency which has become very signifigatite past few years and, on one hand represamstacle for
the rapid marketing of the products on a worldwigeel and, on the other, a barrier which excludamganies which
are not equipped with structures that are adedoadeal with the approval process with the relataehnical tests and
clinical studies that are required. The Europegpislation is also heading towards a policy of mexénsive clinical
studies in order to obtain the EC medical brancctving necessary for selling in Europe.

In 2019 we continued the expansion of our operastrgctures which are aimed at equipping the Gruaui
manufacturing capacity, research and developmebtrdaories and structures for the activities of keting and
training for our clients and commercial partnerse \Wave completed the work at Vicenza for Asa, ataJfor
Asclepion, at Prato for Cutlite Penta and Ot-lad threse companies are already working at full dépat the new
buildings. In the month of December they inaugutatee factory at Lin Yi, our third factory in China order to
increase our presence in the highly industrializgion of Shandong so as to benefit from the sicgnit support that
we have from the local administration. We are i@ finocess of completing the new buildings in Wenzinhich are
dedicated to the manufacture of assemblies, lighassemblies, and have rooms for research andogeneht and
showrooms for receiving clients. The work for thetallation of the production areas for Lasit atrécAnnunziata and
for ELLEn. at Calenzano where we are re-organitiiregspaces left empty by the transfer of the pribdo@ctivities of
Ot-Las and Cutlite Penta to Prato, is now abotit@same state of advancement.

The chart below shows the breakdown of the salksne as of December 32019 divided by the sectors of activity
in which the Group operates in comparison withshme data for 2018.

31/12/2019 Inc % 31/12/2018 Inc % Var. %
Medical 242.18¢ 60,43% 197.85¢ 57,18% 22,41%
Industrial 158.57i 39,57% 148.161 42,82% 7,03%
Total revenue 400.761 100,00% 346.02( 100,00% 15,82%

The overall growth was close to 16% with the meldieztor which now fully exceeds 20% and once ageinvs more
rapidly than the industrial sector.

The chart below shows the geographical distributibtine sales volume.

31/12/2019 Inc % 31/12/2018 Inc % Var. %
Italy 74.27: 18,53% 65.76¢ 19,01% 12,93%
Europe 78.84¢ 19,67% 68.46¢ 19,79% 15,16%
ROW 247 .64: 61,79% 211.78¢ 61,21% 16,93%
Total revenue 400.761 100,00% 346.02( 100,00% 15,82%

Growth was rapid in all the areas in which we ope@nd registered the best results in the non-Eamgountries,
reflecting in part, but particularly in Italy, aske favorable phase in the economic cycle.
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The chart below shows the sales volume of the Gmitpin the sector of medical and aesthetic systevhi&h
represents about 60% of the sales volume of thegsro

31/12/2019 Inc % 31/12/2018 Inc % Var. %
Aesthetic 134.281 55,45% 110.39i 55,80% 21,63%
Surgical 50.32¢ 20,78% 42.100 21,28% 19,52%
Physiotherapy 10.57¢ 4,37% 10.757 5,44% -1,71%
Others 1.061 0,44% 72¢ 0,37% 45,72%
Total medical systems 196.24( 81,03% 163.98¢ 82,88% 19,67%
Medical service 45.94¢ 18,97% 33.86¢ 17,12% 35,67%
Total medical revenue 242.18¢ 100,00% 197.85¢ 100,00% 22,41%

Within the most important segments, the best regalt that for after-sales services, parts and coables where the
volume of business increased by about 36%, brintfiregrecurring component in the sales volume prasent 19% of
the sales in the sector. There are many typesveite summarized in this category: creams and sages in the
aesthetic sector, full risk contracts for technigssistance, ordinary service to the installatiesates of upgrades for
IPL systems for hair removal, sale of mono- andtipleluse optical fibers for urological applicatirsale of other
consumables for laser systems (laser lights, ddtitexs and others).

The upgrades, for their very nature, representpa tf revenue that can be repeated over a perigegtas but not
necessarily every year. They make it possibléadth, to adapt a certain technology to a new, iatiee version of the
same technology, and the innovation cycles, eveugh they are frequent, do not occur every yeae. S§dies volume
for optical fibers for urology instead should beimt@ined and even increase since theoretically tweya direct
function of the number of installations, but aldotlee actual amount of use of the installations ahdur ability to
maintain the sales with respect to our competitors.

As mentioned in the introduction, the sector oflogy was a determining factor in the developmerthefsales volume
this year. In fact, considering that the salesystems and optical fibers are included in the aategf service because
they are consumables, we find that in 2019 the alvgolume was close to 50 million Euros, showirggrowth of
46% over the same period in 2018. These are volumhésh make the Group with Asclepion and above @lianta
System, which develops the greatest part of thisrme, one of the most significant players on thebgl market and
leader in particular in the segment of laser systéon lithotripsy. The sales of systems to our Ophftners also
contributed significantly to sales volume in 20The OEM partners are companies of primary inteonati standing
which market under their own brand name our systiamsrology and equip them usually with our optiieers for
surgical applications. Good results were also okthiand are expected in the future for other syrgegments, like
endovascular applications and ORL applications vit®,. Lasers.

The sales volume for the therapy sector has remanbstantially stable. Asa of Vicenza, our compdmginess unit
and brand name for the sector, has grown gradaalllyprogressively over the past few years. Dufttigthird quarter
of 2019 the company completed the move of theidpetion activities to a new site and they are nally foperative
and able to deal with the growth that is expecteithé years to come.

With an extraordinary result which is greater thihat obtained by our main International competjtans2019 the
growth rate in the aesthetics sector exceeded 20%f the main applicative segments contributedhis increase in
the sales volume and showed increases in salésli 2

The applicative segments for hair removal and tatémmoval (the technology of which is used for agfing treatments
in the Far East) confirmed their growth trends. TredaCoolwave§” system by Deka for body contouring, tissue
firming and the treatment of imperfections causgadllulitis have made Deka an important playerth@ segment of
treatments for the body and constitutes the basifufure growth; along with this, there are otegstems dedicated to
the body, in particular the B-star, distributedltaly by Esthelogue in the professional aesthetictar. Overall, the
sector related tobody treatments in 2019 becameobtiee most important and is second only to thath&ir removal
and at the same level as that for tattoo removal.

With Us , our company which distributes systemsdesthetic applications in Japan also had a goad amd started
again to grow and to generate revenue after ahadyyear in 2018. This recovery was connected topaiating of the
installations for hair removal and the contributiminthe sales to selected clients, mainly importdrdins of aesthetic
centers, of small aesthetic systems adapted forehasa, and distributed by taking advantage of #tevork created
over the years in Japan.
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The jump in sales in the residual segment of “Gthés due to the recovery of the sales of systeomsdentistry
applications, particularly in the United States.

For the sector of industrial applications, the thmlow shows the breakdown of the sales voluméléds by the
market segments in which the Group operates.

31/12/2019 Inc % 31/12/2018 Inc % Var. %
Cutting 119.671 75,47% 115.50¢ 77,96% 3,60%
Marking 20.26: 12,78% 17.85¢ 12,05% 13,49%
Laser sources 4.43¢ 2,80% 4.88¢ 3,30% -9,15%
Conservation 34: 0,22% 30¢ 0,21% 11,65%
Total industrial systems 144.71: 91,26% 138.55¢ 93,51% 4,44%
Industrial service 13.86¢ 8,74% 9.611 6,49% 44,25%
Total industrial revenue 158.571 100,00% 148.167 100,00% 7,03%

In 2019 the general situation was less favorabdm tim the past for the sector of laser systemsnfanufacturing
applications, however, the overall growth in thetseexceeded 7%, with a result that was partiulsatisfactory in
the segment of marking, which showed a double-digitvth, and in service which jumped more than 40%.

In the cutting sector the growth was 3,6%, whicimag bad if one considers the general trend inntfa@ufacturing
sector and the performances of our main competitmrst of whom showed a minus sign in the growtheoEnue. In
our most important market, the Chinese one, aftapal departure in the early part of the year,dbmand suffered a
gradual decline, in particular in the Summer momtinen the volume of orders received and, consetyutd sales
volume, decreased with respect to 2018. The regowerthe number of orders registered after the Semmas
followed by a new decline and then rose again satasfactory level at the end of the year. Thednenearly 2020 is a
different story on which we will comment in othezctions. Production for the Chinese market is cotatliin the
factories in Wuhan, the first location of our aitiiyin Wenzhou which has recently been doubledHgyaddition of a
new factory, and in Lin Yi which was just started after the inauguration in December. On the Itakad other
European markets, where Cutlite Penta Srl condestitheir selling activity, the reverse was happgnivith a weak
demand at the beginning of the year, a gradualdmgment of the market situation and particularlypof competitive
position and a particularly brilliant performancetihe final quarter of the year.

The excellent performance in the marking sector eas mostly to the activity in the identificatioactor where Lasit
of Torre Annunziata (Naples) operates. Lasit dgvelmarking systems for bar codes, QR codes, sariabers and
small logos on a large variety of materials andtanamber of merchandise sectors, from auto mativagh fashion,
from medical instruments to cutting utensils anchynathers. Their great operating flexibility in adiag the different
requirements of the clientele will be able to fertexpand due to the enlargement of the areasatedito the activities
of the company thanks to the new factory acquired(18, adjacent to the one that is currently oexlpnd which is
now being equipped.

The results in the segment of laser sources wimchie than any other felt the impact of the slowdafithe market,
showed a decline despite a promising start at #gnbing of the year and an outlook for mid-terrowvgth which
ELLEn. SpA is cultivating both with investments time technological development as well as in the ufaturing
structure of these refined technological instrureent

As far as the brilliant growth in the revenue fensce is concerned, it is based on the revenué&efimical assistance
and sales of after-sales components and the satemsumables for RF sources, which is now groveingngly due to
the large quantities reached in the number of llasi@ns. Another important activity has been thatetrofitting and
upgrading of C@systems in China, that is, the replacement obtdeCO, sources with new mid-power laser sources
in fiber on systems belonging to clients who dowish to sustain the investment in new systems.

Sales of systems for the conservation of worksrioglaowed a positive trend. Our activity in thddibas always been
intense. For example, the EL.LEn. Group contribwtéh its laser systems to the conservation of threed¢o World
Heritage sites in Sudan, at Gebel Barkal, anciexgdth, where the Superior Institute for Consernadiod Restoration
in Rome, in collaboration with the local NCAM, Narial Corporation for Antiquities and Museums, castduan
important restoration project at the Temple of Mutilt by the pharaoh Taharga in the XXV dynassgfobe the middle
of the 7" century B.C. (690 BC. — 664 BC.).

We have also continued using the Laser Blast systeRtorence for the removal of graffiti in collatadion with the
“Angeli del bello” association to which El.En. Smghonated the equipment.
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CONSOLIDATED INCOME STATEMENT AS OF DECEMBER 31 * 2019

The chart below shows the consolidated income rstaté for the year ending Decemberf'2D19 compared with that
for 2018.

Income Statement 31/12/2019 Inc % 31/12/2018 Inc % Var. %
Revenues 400.761 100,0% 346.020 100,0% 15,82%
Change in inventory of finished goods and WIP 4,986 1,2% 11.878 3,4% -58,02%
Other revenues and income 3.474 0,9% 5.613 1,6% -38,11%
Value of production 409.221 102,1% 363.511 105,1% 12,57%
Purchase of raw materials 225.233 56,2% 207.387 59,9% 8,61%
Change in inventory of raw material (7.187) -1,8% (8.170) -2,4% -12,02%
Other direct services 35.154 8,8% 26.816 7,7% 31,09%
Gross margin 156.021 38,9% 137.478 39,7% 13,49%
Other operating services and charges 43.624 10,9% 42.870 12,4% 1,76%
Added value 112.396 28,0% 94.608 27,3% 18,80%
Staff cost 66.085 16,5% 58.989 17,0% 12,03%
EBITDA 46.312 11,6% 35.618 10,3% 30,02%
Depreciation, amortization and other accruals 8.114 2,0% 5.631 1,6% 44,08%
EBIT 38.198 9,5% 29.987 8,7% 27,38%
Net financial income (charges) 468 0,1% 869 0,3% -46,14%
Share of profit of associated companies (23) 0,0% (1.306) -0,4% -98,26%
Other non-operating income (charges) 0 0,0% (6) 0,0%

Income (loss) before taxes 38.644 9,6% 29.545 8,5% 30,79%
Income taxes 9.868 2,5% 7.707 2,2% 28,05%
Income (loss) for the financial period 28.775 7,2% 21.839 6,3% 31,76%
Net profit (loss) of minority interest 2.759 0,7% 5.045 1,5% -45,32%
Net income (loss) 26.017 6,5% 16.794 4,9% 54,92%

The gross margin was 156.021 thousand Euros, aease of 13,5% with respect to the 137.478 thaligamos for
2018 thanks to the increase in the sales volume.

The margins on the sales volume decreased fron¥88r¥ December 312018 to 38,9% on December®32019. The
variation is due to a slight reduction of the masgin both the medical and industrial sectors artthé reduction in the
grants received this year.

The application of the rigid regulations of accéngtstandard IFRS 15 determined a subtraction wérree for about
1,5 million Euros with a negative impact on the ERIf 0,6 million Euros. The incidence on the salelime of this

negative impact amounted to 0,4% for the salesmeland to 0,2% for the EBIT. The activity that suéfd the most
from this subtraction was the sale of medical aggtlgetic systems in Italy, where the instrumerdpsrative leasing is
particularly popular with the clients of Esthelogqued Renaissance.

The costs for operating services and charges w&624 thousand Euros showing an increase of 1,8% respect to
the 42.870 thousand Euros on DecembérZ118. Their incidence on the sales volume decdefieen 12,4% in 2018
to 10,9% on December 32019, also on account of the approx. 1,7 milliomperative costs, equal to about 0,4% of
the sales volume, which, in 2019, were classifietbiag the depreciations, in compliance with accagnprinciple
IFRS 16.

The costs for staff were 66.085 thousand Eurossao@ an increase of 12% with respect to the 58t889sand Euros
for the same period last year, with an incidencehensales volume which decreased slightly from 13%6,5% on
December 3120109.

On December 312019 the number of employees in the Group was81.48 increase with respect to the 1.368
registered on December32018. The new employees were hired mainly by thim&e companies, and especially by
Penta Laser Technology (Shandong) Co. Ltd with leaders in Lin Yi, founded on April®12019 and controlled
100% by Penta Laser Technology (Wenzhou) Co. Ltd..
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A large portion of the personnel expenses is dicetbwards research and development, for whiclGitwaip receives
grants and reimbursements in relation to specifitracts underwritten by the institutions creatadtliis purpose.
Because of the assigning of stock options/stocledbasompensationo employees and collaborators, the income
statement includes among the staff costs the fiyeraosts for the stock option plan itself: for120the overall cost
was 571 thousand Euros with respect to the 693thawliEuros for last year.

The EBITDA consequently amounted to 46.312 thousandbs, with a sharp increase of 30% with respecthe
35.618 thousand Euros on Decembet 2018.

The costs for amortizations, depreciations anduatsiincreased and rose from 5.631 thousand Eur@eoember 31

2018 to 8.114 thousand Euros on Decemb@&r2R119, with an incidence on the sales volume whiste from 1,6% to
2%.

The increase is due to the increased accrual forigks and charges fund and the greater depretsatiue to the
significant investments in fixed assets which wegarealready last year and also, as previously iestrfrom the
application of accounting standard IFRS 16, forolhive registered greater depreciations for an amofuabout 1,6
million Euros, equal to 0,4% of the sales voluméhvthe consequent decrease in the costs for seatalong the
operating costs.

The EBIT therefore amounted to 38.198 thousand &wao increase with respect to the 29.987 thouEamds shown
on December 312018, with a considerable improvement also initteidence on the sales volume which rose from
8,7% to 9,5% in this year. For the fourth quarter EBIT margin on the sales volume was 10%.

The financial income amounted to 468 thousand Ewitisrespect to the income of 869 thousand Euegsstered for
last year. With respect to last year, the charge#nferest due have increased because of thecafiph of IFRS 16 by
106 thousand Euros which represents the chargefintorcial debts which the standard extrapolatemfthe goods
used for the rentals or leasing. There was alsmlacation in the positive effect of the currencyleege.

The current and deferred income taxes this yeae @868 thousand Euros: the overall tax rate was%avhich is

less than in the past also on account of the agtpdit of the so-called patent box whose benefitstie years 2015-
2019 are entered into accounts in 2019 on the lbdsigreements made with the tax authorities aetieeof 2019. For
details related to taxes and the tax rate, pleassult the relative paragraph in the Notes.
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Consolidated statement of financial position and refinancial position as of
December 3% 2019

The statement of financial position below showsmgarison between this year’s results and thosasbiear.

Statement of financial position 31/12/2019 31/12/2018 Variation

Intangible assets 4.834 4.484 350
Tangible assets 81.813 61.020 20.793
Equity investments 2.403 2.459 -57
Deferred tax assets 6.641 6.334 307
Other non-current assets 15.276 12.582 2.694
Total non current assets 110.966 86.879 24.087
Inventories 97.037 85.892 11.145
Accounts receivable 92.026 80.246 11.780
Tax receivables 12.689 11.436 1.253
Other receivables 13.453 12.490 963
Financial instruments 2.127 1.951 176
Cash and cash equivalents 97.031 80.966 16.065
Total current assets 314.362 272.982 41.380
Total Assets 425.328 359.861 65.468
Share capital 2.538 2.509 29
Additional paid in capital 41.431 38.594 2.837
Other reserves 88.105 92.167 -4.062
Retained earnings / (accumulated deficit) 64.337 50.596 13.740
Net income / (loss) 26.017 16.794 9.223
Group shareholders' equity 222.427 200.660 21.767
Minority interest 18.206 18.576 -369
Total shareholders' equity 240.633 219.236 21.398
Severance indemnity 4,738 4.378 359
Deferred tax liabilities 2.032 1.678 354
Reserve for risks and charges 4,528 3.955 573
Financial debts and liabilities 21.116 12.493 8.623
Total non current liabilities 32.413 22.504 9.909
Financial liabilities 16.706 8.314 8.392
Accounts payable 78.391 63.891 14.500
Income tax payables 3.507 2.486 1.021
Other current payables 53.677 43.430 10.247
Total current liabilities 152.282 118.121 34.161
Total Liabilities and Shareholders' equity 425.328 359.861 65.468

In compliance with the Consob communication of 28} 2006 and in conformity with the CESR recommendhtio
of February 1 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'3019 is the
following:

Net financial position | 31/12/2019 31/12/2018
Cash and bank 97.031 80.966
Financial instruments 2.127 1.951
Cash and cash equivalents 99.158 82.917
Current financial receivables 84 74
Bank short term loan (11.794) (6.720)
rI:]::l)rrtn(;fsflnanual long term liabilities due withir2 (4.913) (1.318)
Financial short term liabilities (16.706) (8.038)
Net current financial position 82.535 74.954
Bank long term loan (11.802) (5.401)
Other long term financial liabilities - non curtgrart (9.314) (7.092)
Financial long term liabilities (21.116) (12.493)
Net financial position 61.419 62.461
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The net financial position of the Group decreasgdtout one million Euros with respect to the eh@@l8. As far as
the representation in the preceding chart is cowckrit should be noted that starting on Janudrgan9, because of
the adoption of accounting standard IFRS 16, firdmiebts also include the amounts of residual delated to leasing
and rentals which are now entered into accounteviiiig the procedure which was previously statedAs 17. The
impact caused by this adoption amounts to aboutn@lfion Euros, of which 1,7 million Euros have Imeentered
among current debts and 3,1 million Euros amongithecurrent debts, which means that the net fimhposition as

of December 3 amounts to 61,4 million Euros, which is less thia 66,2 million which would have been registered
if the accounting standards had been the same,iish@m increase with respect to the beginning efyiar despite the
important investments which will be described below

In 2019 we completed most of the work for the exgiam of the production capacity by means of thestmietin of new
buildings; the investments in new factories in 2@ounted to about 14,2 million and starting in 2@bw total 36
million. The activities in 2019 involved the Chimesites in Wenzhou and Lin Yi; this latter wasogportunity which
arose in 2019 and therefore represents an additidhe original investment plan which we had ddsxi We also
complete the construction of the factory in Jenafpgurated in September) for Asclepion, in Vicefiaza Asa
(inaugurated on Octobef™Mand in Prato where Cutlite Penta and Ot-Las wraresferred starting in the month of June.
We are continuing work on the new Lasit factoryTiorre Annunziata and at El.LEn. in Calenzano, far tise of the
space left free by the move of Cutlite Penta andl&3twhich will allow us to re-organize the ared®used for certain
activities in the medical and industrial sector.plarticular, in the factory in Calenzano which viefs empty by the
move of Cutlite Penta we will place the product@nCO, sources on slab technology excited by radio-fraqueby
re-organizing the plant on the basis of the soeddlindustry 4.0”.

The investment in technical fixed assets duringyar amounted to over 22 million Euros, while ab®4 million

Euros were absorbed with the purchase of the qufdtee minority shareholder of Penta Chutian Wyheith the first
step of the operation which was then concluded®202with the purchase of a further 30% of Penteetas Wenzhou
which was already controlled by 53,5%. During 2@i@dends to third parties were also distributgdE).En. Spa,
Deka M.E.L.A. and Asa for a total of 8,6 million.

2019 showed the capacity of the Group to grow witlipod profitability and generation of cash throtigh operating
activities; the NOPAT generated during the year amed to 28,3 million Euros.

Receivables from associated companies are exclirdedthe net financial position for an amount of81thousand
Euros.

It should also be recalled that 11,5 million Eumegash was invested by the Parent Company in diahinstruments
of an insurance type which, because of their na@ne required to be entered among the non-cufireartcial assets.
During the year the subsidiary Quanta System imgepart of their cash for an amount of 2,5 milllBuros in the same
type of financial instruments. Although these anteware, in fact, a use of cash, they are not datieonet financial
position. At the end of the year the fair valudghase investments amounted to 14,9 million Euros.

RECONCILIATION CHART COMPARING THE CONSOLIDATED STA TEMENT OF
FINANCIAL POSITION WITH THE STATEMENT OF FINANCIAL POSITION OF THE
PARENT COMPANY

31/12/2019 31/12/2019 31/12/2018 31/12/2018
Capital and Income Capital and Income
reserves statement reserves statement
Balance per parent company statement 136.619 5.833 134.966 2.814
Elimination of investments in subsidiary companies:
- share of profit (loss) of subsidiary companies 25.136 16.314
- share of profit (loss) of associated companies 7 352
- elimination of rectification of value of equisie 480 156
- elimination of dividends (3.815) (2.843)
- other (charges) income (1.687) 504
Total contribution of subsidiary companies 88.461 20.121 68.411 14.483
Elimination of intercompany profits on inventory .325) 200 (2.577) (563)
Elimination of intercompany profits from sales dfefd assets (278) (137) (140) 60
Balance as per consolidated statement — Group quota 222.427 26.017 200.660 16.794
Balance as per consolidated statement — Third partguota 18.206 2.759 18.576 5.045
Balance as per consolidated statement 240.633 28.775 219.236 21.839
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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, consuléing technical assistance.

In following a policy of continued expansion ovletyears, EIl.En. SpA has founded or acquired numsecompanies
which operate in specific sectors or geographiasréhe activities of which are coordinated throtlgh definition of
the supply channels, the selection and controlhef thanagement, the partnerships in research anelogevent
activities and financing both on capital accourd &inancing with interest or through the grantirigedit 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 deteshe allocation of important managerial resajraéso from a
financial point of view, a large part of the restes of the company are allocated to sustain theitéesd of the Group
and of El,En. itself.

As in earlier years, the activities of EL.LEn. Spake 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 ¥ath those of
last year.

31/12/2019 Inc % 31/12/2018 Inc % Var. %
Medical 55.426 81,83% 49.400 79,50% 12,20%
Industrial 12.311 18,17% 12.737 20,50% -3,35%
Total revenue 67.737 100,00% 62.137 100,00% 9,01%

The company registered a sales volume of over @ibmEuros, an increase of 9% with respect to&01

In 2019 EL.En. Spa registered a significant inceemsthe volume of business thanks to the excellestlts in the
medical sector. As will be described below, theoweey of the sales volume also determined aristiénoperational
profitability.

At the basis of the results of EI.En. is the inseem the sales volume towards the subsidiary D&kBA, the company
which traditionally has taken care of the distribntof the EL.LEn. systems in Italy and numerousifgm countries,
along with the excellent results achieved in tHess# the new American distributors of our systéonsaesthetics and
for surgery, in particular, otolaryngology. The @nslystem fobody contouringand the Motus AX and Motus AY
systems for hair removal and vascular systems areng our best sellers in the sector of systemsamsthetic
applications, and Smartxide Quadro in the Trio ieerdor surgical applications. In the industriat&e, a good job has
been done with COsources excited by RF produced for internal clieitthe Group, Cutlite Penta and Ot-Las and for
a growing number of external clients specializeapplicative disciplines like the controlled fadiofjjeans, which do
not overlap with the specialized ones of the corgsaaf the Group.
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Income statement as of December 2019

Income Statement 31/12/2019 Inc % 31/12/2018 Inc % Var. %
Revenues 67.737 100,0% 62.137 100,0% 9,01%
Change in inventory of finished goods and WIP 389 0,6% 2.594 4,2% -85,01%
Other revenues and income 902 1,3% 955 1,5% -5,48%
Value of production 69.028 101,9% 65.686 105,7% 5,09%
Purchase of raw materials 32.717 48,3% 36.737 59,1% -10,94%
Change in inventory of raw material (815) -1,2% (783) -1,3% 4,20%
Other direct services 10.112 14,9% 5.032 8,1% 100,94%
Gross margin 27.015 39,9% 24.699 39,7% 9,38%
Other operating services and charges 7.538 11,1% 7.078 11,4% 6,51%
Added value 19.476 28,8% 17.621 28,4% 10,53%
Staff cost 16.247 24,0% 15.760 25,4% 3,09%
EBITDA 3.229 4,8% 1.862 3,0% 73,47%
Depreciation, amortization and other accruals 1573 2,3% 1.379 2,2% 14,07%
EBIT 1.657 2,4% 483 0,8% 243,05%
Net financial income (charges) 4.241 6,3% 3.567 5,7% 18,90%
Other non-operating income (charges) (651) -1,0% (799) -1,3% -18,53%
Income (loss) before taxes 5.247 7,7% 3.251 5,2% 61,40%
Income taxes (587) -0,9% 437 0,7%

Net income (loss) 5.833 8,6% 2.814 4,5% 107,29%

The gross margin was 27.015 thousand Euros, aedserof 9,4% with respect to the 24.699 thousamdsHegistered
last year. The percentage of incidence of the mangi the sales volume improved slightly and rosenfi39,7% in
2018 to 39,9% in 2019.

The other operating services and charges were 7Al@8and Euros, a slight increase with respedhéo7.078
thousand Euros for last year and with an incidencéhe sales volume which decreased from 11,4%eamelber 3%
2018 to 11,1% in 2019, substantially unchangedaidaning the 145 thousand Euros in operating cesfsal to 0,2%
of the sales volume which in 2019 were reclassifietbng the depreciations in compliance with acdagnétandard
IFRS 16.

The cost for personnel was 16.247 thousand EuroB)caease of 3,1% with respect to the 15.760 thod<Euros for
last year and with an incidence on the sales volwiiieh decreased from 25,4% in 2018 to 24% in 2@®December
31°'2019 there were 249 employees in the companyaease with respect to the 244 on Decemb¥2818.

A part of the personnel expenses is directed tosvRasearch and Development for which ELLEn. S.eéeives grants
and reimbursements on the basis of specific caisttamderwritten by the institutions created fosthurpose. In 2019
the company did not receive any grants, while yastr they received 140 thousand Euros. This cosfianphase in
which it is increasingly difficult to obtain thiypge of support, since the industrial policies arereénoriented to the
attribution of tax credits in order to sustain sl and development activities.

Consequently, the EBITDA amounted to 3.229 thoudaubs, an increase with respect to the 1.862 #mi&uros
shown for last year, with an incidence on the satésme which rose from 3% on Decembe?'2018 to 4,8% for this
year.

The costs for amortizations, depreciations anduatswere 1.573 thousand Euros, an increase vétieot to the 1.379
thousand Euros on Decembef'2D18. The increase is derived from the rise innilaber of investments made during
the year and the adoption of the accounting stahtlERS 16, according to which the depreciationseased for the
amount of about 143 thousand Euros, equal to 0,R%eosales volume, with the consequent decreaspénating
costs, in particular the costs for rentals.

The EBIT therefore showed a significant increagng from 483 thousand Euros on Decembe¥ 2018 to 1.657
thousand Euros for this year.
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The net financial income amounted to 4.241 thoudans, with respect to the 3.567 thousand Euroghie year
ending on December 32018. The improvement is due to the dividendsivecewhich have increased since last year,
3,3 million as opposed to 2,3 million in 2018. Thisrease exceeds the reduction from foreign exghayain which
fell from 584 thousand Euros to 260 thousand Eur@919.

The other non operating charges refers to the datiah made on the equity held in the French sidosiddeka Sarl
and to the further accrual for losses in the equlsted to the subsidiaries Deka Sarl e Cutlit@®dasil.

Pre-tax income amounted to 5.247 thousand Eurdb, nspect to the 3.251 thousand Euros for last. yHze net
income amounted to 5.833 thousand Euros. In relatidhis, of significant importance was the agrestmeached with
the tax authorities for the facilitation of tpatent boxor the years 2015-201@%hich allowed us to enter into accounts
for 2019 a reduction in taxes for the 5 years whighre the subject of the ruling, for a total amoahtl,3 million
Euros.
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Statement of financial position and net financial psition as of December 31

2019

Statement of financial position 31/12/2019 31/12/2018 Variation
Intangible assets 428 267 161
Tangible assets 17.496 15.852 1.644
Equity investments 17.873 17.668 205
Deferred tax assets 2.290 2.226 64
Other non-current assets 21.952 12.260 9.692
Total non current assets 60.039 48.274 11.765
Inventories 25.378 24.510 868
Accounts receivable 33.752 40.716 -6.963
Tax receivables 3.903 4.140 -237
Other receivables 7.868 7.613 254
Financial instruments 2.127 1.951 176
Cash and cash equivalents 29.450 26.195 3.255
Total current assets 102.477 105.125 -2.647
Total Assets 162.516 153.398 9.118
Share capital 2.538 2.509 29
Additional paid in capital 41.431 38.594 2.837
Other reserves 87.802 92.034 -4.232
Retained earnings / (accumulated deficit) -984 -984 0
Net income / (loss) 5.833 2.814 3.019
Total shareholders' equity 136.619 134.966 1.653
Severance indemnity 854 852 2
Deferred tax liabilities 329 410 -81
Reserve for risks and charges 1.403 1.224 179
Financial debts and liabilities 573 488 85
Total non current liabilities 3.159 2.975 184
Financial liabilities 4.318 281 4.037
Accounts payable 12.715 10.553 2.163
Income tax payables 25 0 25
Other current payables 5.681 4.624 1.056
Total current liabilities 22.738 15.458 7.280
Total Liabilities and Shareholders' equity 162.516 153.398 9.118
Net financial position 31/12/2019# 31/12/2018

Cash and bank 29.450 26.195

Financial instruments 2.127 1.951

Cash and cash equivalents 31.577 28.146

Current financial receivables 71 63

Bank short term loan (4.001) (4)

Part of financial long term liabilities due withir2 months (317) 0

Financial short term liabilities (4.318) 4)

Net current financial position 27.330 28.205

Other long term financial liabilities - non curtgrart (573) (488)

Financial long term liabilities (573) (488)

Net financial position 26.757 27.716

For the analysis of the financial position, pleegasult the Notes in the separate statement ohESEp.A. In any case,
it should be noted that these calculations excthdefinancial receivables from subsidiaries anseissed companies
for an amount of 16.150 thousand Euros, since theseunts are related to our policy of financial mup for the
companies of the Group in continuation of what \&eehdone in the past and for this reason we beligvapportune to

not include this financing in the chart shown above
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SUBSIDIARY RESULTS

EL.LEn. SpA controls a Group of companies which apein the same overall area of lasers and to eaevhich a

special application niche and particular functiontloe market has been assigned.

The chart below contains a summary of the restiltseocompanies belonging to the Group that arkided in the area
of consolidation. Following the chart there is aies of brief explanatory notes describing the \étitis of each
company and commenting on the results for 2019.

Income Income
(loss) for (loss) for
Revenues Revenues Variation EBIT EBIT the the

financial financial

period period
31/12/2019 31/12/2018 31/12/2019 31/12/2018 31/12/2019 31/12/2018
Ot-Las S.r.l. 4.616 4.731 -2,43% (19) 242 1.417 213
Deka Mela S.r.l. 48.077 45.254 6,24% 2.494 2.244 2.313 2.042
Esthelogue S.r.l. 11.882 12.085 -1,68% (618) (823) (408) (538)
Deka Sarl 3.897 3.253 19,80% (539) (353) (542) (354)
Lasit S.p.A. 16.594 14.576 13,84% 3.095 2.533 2121 1.736
Quanta System S.p.A. 83.579 63.324 31,99% 19.132 10.470 13.892 7.848
Asclepion GmbH 51.228 44.661 14,70% 5.796 4.430 3.845 2.892
ASAS.r.l. 11.301 11.408 -0,94% 1.914 2.748 1.441 2.158
BRCT Inc. - - 0,00% (12) 9) (25) (1.677)
With Us Co., Ltd 28.218 14.847 90,06% 1.085 (1.398) 596 (1.034)
Penta-Chutian Laser (Wuhan) Co., Ltd 29.956 23.757 26,09% 1.433 513 1.134 450
Cutlite do Brasil Ltda 4.771 1.433|  232,94% (33) (640) (68) (722)
Pharmonia S.r.l. - - 0,00% (5) 5) (4) (4)
Deka Medical Inc. - - 0,00% (4) 4) (16) (15)
Deka Japan Co., Ltd 1.973 1.790 10,22% 364 339 146 181
Penta-Laser Equipment Wenzhou Co., | 88.175 87.806 0,42% 466 7.078 686 6.208
JenaSurgical GmbH - 2.312 -100,00% - 20 - 18
Accure Quanta, Inc. - - 0,00% - - - 2
Merit Due S.r.l. 42 59 -28,81% (3) 31 (3) 21
Cutlite Penta S.r.| 42.126 33.469 25,87% 2.071 2.695 1.417 1.952
Penta Laser Europe S.r.l. - - 0,00% (4) 4) (4) (4)
Galli Giovanni & C. S.r.l. 332 - 0,00% (20) - 9) -
Ete(:’r.]ta Laser Technology (Shangdong) C 4.937 ) 0,00% (213) ) (171) )

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

Deka M.E.L.A. was founded in the 1990s and waditesecompany of the Group to deal in the sale eflinal systems.
The company represents the main distribution cHafonehe range of medical laser systems develdpetie EI.En

factory in Calenzano, which are sold under the ¢hraame of DEKA. The company now constitutes the tmos

prestigious brand name on the Italian market feedapplications in medicine and aesthetics andtsgnificant role

at an international level.

They have recently re-enforced their leadershiphenitalian market and renovated their own branéhbjuding under
the new Renaissance brand name the managemeriesfisdtaly of the products of another companythef Group,
Quanta system. In 2020, the range of products pextlby the German company Asclepion will also bailakle for
the clients of Renaissance in Italy. Thanks to ékpansion of the range created by the new partipergithin the
Group, the sales volume in Italy has risen conbtamd rapidly.
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Deka operates in the sector of dermatology, adsthahd surgery and uses a consolidated netwosdgeiits for the
direct distribution and for international exporeyhhave a network of highly qualified agents whoehaeen selected
over time.

In 2019 the sales volume of Deka showed an increbabout 6%, thanks to the positive trend in shle in Italy and
abroad. Among the most successful products, @uatawavess the one that has achieved the best resultgeeec
only by the combined sales volume of the hair remhgystems (MOTUS AX, MOTUS AY and Re:play with theka
brand and Thunder MT with Quanta System'’s brand).

The organization of Deka, both in Italy and in thernational network, is now a visible and recaghie presence, a
synonym for innovative products, professionalisnd amcellent performance of the laser systems ttifgy; dhis has
been the main goal of the company in recent ydarsalso the foundation on which the Group is bnddts further
growth, thanks to their capacity to move new prdsiticrough a consolidated and recognized distobutietwork.

Ot-Las S.r.l. e Cutlite Penta S.r.l.

After the transfer of the branch of company, whidtame operative in January of 2018 and made héthntent of
rationalizing the industrial sector, the activitiaghe cutting sector which is now growing rapidiyere assigned to the
“new” Cutlite Penta S.r.l., to which we gave them@aof the brand which has always identified theesys developed
and produced for that segment. The marking aasitemained with the “old” Cutlite Penta which veadled Ot-las
S.r.l., in order to reflect in the name the bramat had characterized the activities of the segment

Cutlite Penta therefore now conducts activitieatesl to the design, manufacture and sale of lgs¢eras for industrial
cutting applications, by installing on X-Y movemsmontroller by CNC laser power sources producethbyparent
company EI.LEn. S.p.A. for plastic cutting applioas and by other suppliers for the cutting of neetadd dies.

Ot-Las Srl, on the other hand, deals in the busioésaser marking systems for large surfaces gétlvanometric type
movement of the beam, and also makes use of thepmadred laser sources supplied by the parent coynghEn for
most of its systems. In 2019 they continued expemtation of applications with GARF sources of 1,2 kW for new
sectors.

Cutlite Penta, in the past has operated and becledler in the field of systems for laser cuttfglies and plexiglass.
In the last few years they have benefitted fromtthasformation of the market of laser cutting $tbeet metal. This
transformation which, with the arrival of the las®urces in optical fiber which are more powerdpnomical and
reliable than other technologies, and thanks to gteater accessibility of the systems, has greexiyanded the
potential market. In order to sustain the rapidaghothe companies decided to transfer their manufag operations
to a larger structure and, in 2018, purchased agbdactories suitable to house their productiaailities. In the first
few months of 2019, the factories were installedrenbasis of the specific requirements and iredméy Summer all of
the activities were transferred. Thanks to the festory, the production is already developing meiffeciently and the
sales volume reached in the fourth quarter, in vidatlite Penta reached 16,7 million, demonstrate i

Besides operating in 2019 in a location which féedént from that of the Parent Company, Cutlitet@eS.r.l. is now
equipped with autonomous facilities and staff tisaihcreasingly evolved and, by identifying alteima partners, able
to deal with the technological shift representedtmsy change from CQaser sources (prime product of the industrial
division of EILEn. SpA) to laser sources in fiberthe applications of laser cutting for metal whigguire high-
powered sources.

For the mid-powered applications, for the cuttaygtems of Cutlite Penta and for the marking systefrOt-Las, on
the other hand, the contribution of the {®F sources of EIl.En. remain fundamental. Moreaer financial support of
the Parent Company is indispensable, in the sbort for the necessary expansion of working capital in the mid- to
long term for the strategic initiatives like thepaxision on the Chinese market through the sub&di@enta Chutian
Laser (Wuhan) and Penta Laser Equipment (Wenzhou)At the end of 2019 Ot-las acquired the most impdrtaf
the minority shareholder’'s quotas of the Chinesbsigliaries, with an operation which has importatrategic
implications which are better described in othetisas of this document.

Penta Chutian Laser (Wuhan)andPenta Laser Equipment (Wenzhou) Penta Laser Techitmgy (Shandong) Co.,
Ltd.

These three companies represent the solid produgtesence of the Group in China with four fac®mdich, with the
greatest efficiency, supply the local market faelacutting of sheet metal, with almost 600 empdsyeorking in the
dense commercial network and the effective suppfoafter sales technical service for our clientse TGroup has been
present in China for more than ten years and tldsgmce in the most dynamic market in the worldnfanufacturing
activities, has been very significant for them. Tdrewth in recent years has made Penta one of tis¢ important
companies on the Chinese market for sheet metihgutecause they have been able to differenttaé& products
from the ferocious local competition thanks to thelity of their key components which are desigaed, to some
extent, built in Europe, but without losing the quetitive edge necessary for the local market. Tihdsgacteristics
have allowed the company to obtain a quota of thekat which has made it among the prime playerthercutting
market in China.
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After the first factory in Wuhan in 2007 with Per@utian of Wuhan, in 2016 we added a new factorWienzhou,
which was buit in part thanks to the support guesaash by the municipality of Wenzhou to the new higth
production facility. With this increased productieapacity, the company was able to deal with theaerdinary
growth of the market and allow for the rapid depef@nt of our sales volume. We expect further groavtti for this
reason in 2019 we completed construction of a tféatory in the city of Lin Yi, in the heart of theegion of
Shandong, an important manufacturing district fo Chinese metal working industry. This new factaviich was
built in record time and inaugurated in December26f9, will benefit from significant grants fromethiocal
municipality.

The trend for 2019 showed growth only in the fiatf of the year and decreased in the second halfeoyear. The
solid outlook for the future of the activities caneed the Group, at the end of 2019, to acquireldngest of the
minority shareholder quotas in the subsidiary jei@nhtures, with an operation amounting to abounlon Euros,
which was concluded in early 2020.

In fact, at the same time, in early 2020 the Cd#depidemic had started to spread in the city oh®) which caused
the total quarantine of the city and the limitati@ihcirculation in all of China and this situatieontinued during the
entire month of March when there seemed to be stieps in the direction of a return to normalityt tadnich, in the
meantime has had an impact on the current reshithvihave been felt very heavily. The potentialfod-term growth
remain the same.

Quanta System S.p.A.

Quanta System became part of the area of consolidaf the Group in 2004. The company produces istiphted
laser systems both for aesthetic medicine anduigyesy, in particular in the urologic sector, iniefhit has acquired a
significant portion of the market at an internatiblevel.

Quanta has confirmed and improved the results ®fptievious years and in 2019 registered an extirzamd growth
and, thanks to the effect of operating leveragso #he result, making the company the most prdétalb the Group,
with a net annual result of 13,9 million and a salelume of 83,6 million Euros.

The source of these brilliant results is the migrtescheduling of the research and developmentitetvaimed at re
leasing on the market various systems with statbeoirt technical characteristics, able to gereaaatrong demand for
numerous applications: in aesthetics, hair remaval tattoo removal and the treatment of vascelsiohs and anti
aging; in surgery, high-powered lithotripsy and igerhyperplasy of the prostate(BPH) and endovasdtdatments.
The results for 2019 demonstrate that the qualftythe range of products together with a very highel of
management in the most delicate company functiassenQuanta a company with a solid and winning psibn the
market.

Ss far as this year is concerned, after a starapid growth, Quanta found itself having to dealhwihe effects of
Covid-19 in a particularly brutal manner considgrithat the factory is located in Lombardy. They tadsuspend
production and it is not yet possible to evaluate mid-term effects of the spread of the epidemidtaly and later in
the other countries which represent most of itsketar

Lasit S.p.A.

The company is specialized in the manufacture akimg systems for small surfaces and conductsritslycction and
development activities in its headquarters in Té&naunziata (Naples). Lasit operates in the maféetdentification
of products, parts and subassemblies which is noimggthrough a phase of growth because of the aseran
requirements for identification which characteritee manufacturing industry in general because ef gtringent
requirements for traceability of products that eequired by the markets and by the product managesyestems
which are conducted according to the most modeatitgjicontrol standards.

Lasit is unique on its market because it offerglisntele a product of excellent quality alonghwitustomized services
which it is able to provide due to the great flélip of its manufacturing structure.

The internalization of a large part of the prodotstages allows the company to be, at the sanme flexible and
effective in limiting costs. Thanks to these chéegstics in the past few years the company hawshexcellent results
both in terms of growth and profitability. The ye2r19 confirmed these tendencies with a growth3p8% in the sales
volume and a net result of over two million, shogvangrowth of 22 % over 2018.

The mechanical workshop is equipped with statéhefart numerical controls and metal cutting systemghat the
company can act as an internal supplier for theratbmpanies in the Group.

In order to sustain its rapid growth which was tirep difficulties from a logistic point of view andor the
manufacturing spaces, in 2018 Lasit purchased ei@mapiece of real estate which is adjacent toctireent factory
and will be able to adequately house the manufexgfuprocesses and the other accessory activitiesn@® 2019 they
began the transfer of their activities to the neadguarters which will be complete during 2020.

Asclepion Laser Technologies GmbH

This company was founded as Asclepion-Meditec Ard became the aesthetic division of Carl Zeissitdedwhich
was purchased from Zeiss in 2003. At the time tmmany had about forty employees who worked inffiéeZeiss
factory. It grew rapidly and acquired a significgmasition on the market of laser systems for médical aesthetic
applications, for which it constitutes one of these business units of the Group. As of this daselepion has almost
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180 employees and their own factory which was riég@loubled in size to prepare it for the furtheowyth which the
market trends and the investments scheduled hagedst.

Thanks to its geographical location in Jena, tlodajl cradle of the electro-optical industry andcapacity to associate
its image with the highly prestigious consideratwimnich the German high-tech products enjoy throwglioe world, in
the last few years, Asclepion has acquired highdstey on the international markets.

Asclepion is considered an authoritative point eference on the market for the two laser technelogi which it
excels: that for semi-conductor hair removal arat for erbium systems for dermatology. For the Metir system,
the first design had already been developed beferacquired the company and later developmentsatylimodified
its structure and improved its performance, makingn international point of reference. The latestsion of
Mediostar, has been improved both in its aesthetics ergonomics for use and maintenance and ipgediwith
Monolith applicators which are true jewels of Gemtechnology; they were launched on the marketeaend of 2018
and were one of the touchstones of the expansioBOiB. The erbium technology for ablation applmasi in
dermatology has thousands of installations, esfedraGermany. The potential for applications bketsystem have
been amplified over time thanks to accessoriesifigaty designed for photo-rejuvenation applicatioand, more
recently, and with an excellent response from thekat, for gynecology.

In this latter sector, the Juliet system was a beBér in 2017 and 2018 while in 2019 it suffefeain the drop in
attention to this type of product that has beemwshio the United States.

More recently, Asclepion has been involved in thegikal sector, with technologies for applicatiam®tolaryngology
and, above all, urology. For this latter segmentléion has developed system with holmium and tinultechnology
and has achieved excellent results also in ternteeofechnical performance of the equipment. Therlaystems are
marketed under the brand name of Jenasurgicalhwised to be the name of a company that mergedAsitiepion in
order to simplify the corporate structure.

2019 was a record year, with a sales volume of BiomEuros and the net result was close to 4ionll As with the
other companies in the Group, 2020 started off \wetl seemed very promising for excellent results,tbe crisis
caused by the Covid 19 virus has undermined alkeetgiions for growth with its brutal impact dirgctbn the
conducting of activities and indirectly on the reteity of the market.

With Us Co Ltd

With Us Co. with headquarters in Tokyo is the dlstror of EI.En./Deka products for the aesthetict@ein Japan,
where it has been able to acquire an importantiipasin particular in the applicative sector of heémoval. Besides
the Deka/ EI.LEn. systems, With Us distributes creanmd accessories and small equipment for theetestibusiness to
its clients in large volumes considering the higimber of selling points that they serve. The athisive maintenance
services offered to the vast number of installaialso contributes significantly to the sales wwduand profitability.
After a disappointing year in 2018 which closedhwnét loss, in 2019 the company made a full recovrgnks to
several different factors. First of all, the upgradcampaign on the large number of installatianshie hair removal
sector which started: in this highly competitiverket we were able to offer our clients the oppaittuto equip their
systems with performances that were available enlatest versions, and in this way generate a gabdme of
business while maintaining an excellent level @éfrdl loyalty from those that adhered to the upgrddhe sales of small
equipment for aesthetic treatments and for domesk; which was also moved through the clients whianage the
pre-existing installations, was very significant.

The result for 2019, thanks to the sales volumeckviceme close to doubling that for last year, wery positive and
recovered most of the losses of 2018. Expectafimn2020 are very cautious especially since weeagecting a drop
in the volume of sales of upgrades and systemisdore use.

ASA S.r.l.

This company, located in Vicenza, is controlled 66%0Deka M.E.L.A. S.r.l., and operates in the sectophysical

therapy, for which it develops and manufacturesyis line of low-powered semiconductor laser eq@ptnThanks to
the broad range of products they offer and theilitglto supply customers with training which makiégpossible for

them to benefit fully from their elective appliaatis, ASA has grown rapidly and constantly overytbars and always
maintained a good level of profitability.

ASA is equipped with its own Research and Develagnofice which is dedicated to the creation ofd#idasers and
the company has taken advantage of the Nd.YAG tdogy systems manufactured by the Parent CompahgnE
S,p,A, which distributes them all over the worléslile contributing concretely to the definitionspiecific products
and of new applicative protocols.

In 2019 the company consolidated the results ofldbefew years which, however, they were unablarprove on

mainly due to the trend in sales which was belopeetations in the United States. This was an ingporgear for ASA

as they celebrated the construction of their nestofg which is eco-sustainable and functional fa growth that the
market trends delineate for the next few years.
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Other companies, medical sector

Deka Sarl distributes Deka brand medical systems in Fralisepresence represents an important outpost wkich
valuable for maintaining the position of the bradthe French market and those of the French spgaiiuntries of
North Africa. The company represents an importaatketing point but the high cost of distributionshanade it
impossible to achieve the break even in the lagtyfears. In 2019 they showed a significant losswaadare counting
on a restructuring in order to achieve a bettsulten 2020. The start of the year was good batithpact of the
Corona virus risks to frustrate their efforts.

Deka Japan,operates by distributing Deka brand medical systemlapan; in 2018 they began the operationalephas
in collaboration with DKSH, which became the exolasdistributor and concentrated their activity alotaining the
authorization for the sale of new products and @opsy/ing logistic support for DKSH. The results 019 show a
slight profit, caused by a volume of business wiiécstill below expectations for this applicativegsnent in Japan.

Deka Medical Inc. has ceased their distribution activity in the tgdi States for the medical/surgical sector and this
activity has been assigned to third party distobsit

EsthelogueS.r.l. distributes in Italy the technologies of the Granghe professional aesthetics sector. This igrg v
lively and articulated market in which Esthelogseai recognized brand that has achieved a leadiegfoo laser
technologies for hair removal and for non-invasivedy contouring. For hair removal, the Mediostimtems produced
by Asclepion Gmbh represent the most characterstiduct offered by Esthelogue, and it is able dtsf/ every
requirement of the clientele with a range that gives the most economical light systems to the péwévonolith
handpieces of the latest generation. In the agjita of non-invasive body contouring, along witle icoone systems,
hundreds of which have been sold in the past fearsyein 2019 they added the B-Star which uses iatne
technologies and methods.

The success of this system was the driver in tHaweching of the results of the company which tptdce in 2019.
The systems that are offered are characterizedlbyed of quality and safety that is unequaledhea &esthetic sector
since they come from European companies that apémathe medical sector. This position on the hggHevel of
product quality was completed by another decisi@etdr in their success, the training programs, emstomer
assistance services which transfer value and krmmel¢o the users of our technologies. The resait2®19 show the
growth in sales volume and recovery of profitapiliThe adaptation of the results to the accounsilagdards of the
Parent Company, with the application of IFRS 1%h® revenue frustrate only in the appearance ofdheesentation,
the excellent result obtained and postpone to éuyaiars the registration of the part of the margased on the sales
and cashed in this year.

Pharmonia S.r.l. has terminated its activity of distribution of #estic systems specifically designed and produoed f
use in pharmacies and now conducts a sporadicitgcitivthe marketing of some products on specifiteinational
markets.

Galli Giovanni & C. Srl became part of the Group in June with the purchggguanta of the majority control of 70%.
The company is a mechanical workshop specializédgh precision mechanical working and was formerlyualified
supplier to Quanta System. Thanks to the charatitexiof the CNC machinery and the high professitmzel and
specialization of the personnel, the company wailitcibute to maintaining the high level of qualiyd flexibility in the
production of the mechanical parts which constitutategory of purchases that is very importamt titsm the point of
view of production costs. The workshop will be Itathin the factory at Samarate in order to optindaflaboration
with the production, planning and engineering depants of Quanta System.

Other companies, industrial sector
BRCT Inc. acts as a financial sub-holding.

Cutlite do Brasil Ltda has a factory in Blumenau in the state of Santar@& and with abut twenty employees they
produce laser systems for industrial applicatiams distribute the laser systems manufactured bygitmup companies
in Italy. In 2019 Cutlite took advantage of thepoptunity which also in Brazil has been offeredtbg technology of
laser cutting of sheet metal with laser sourceéiiar. The sales volume tripled with respect tat lgsar and the
profitability improved considerably. The net resulvas still negative because of a decline in thegima on sales
which was due to the fact that most of the sale®weade as a distributor and not as a manufacflings.circumstance
re-launched the role of the company in the Group elgent and important distributor for Cutlite Reisrl.

Penta Laser Europe Srlwas founded by Penta Laser Wenzhou which own8084, for the purpose of acting as a
holding company for investments to be made in Eerap2019 it was liquidated and in the month ot®&mber it was
cancelled from the Register of Companies.
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Research and Development activities

During the 2019 we continued our intense activityResearch and Development for the purpose of iogeatew
applications for lasers and for other light sourdesth in the medical sector and the industriatae@vhich includes
applications for the restoration of works of ampao place on the market products that are iatiee because of the
performance of the devices and/or the technoldpitsare used.

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

In our laboratories we conduct research in ordedéatify and understand real problems in someossaif medicine
and, on the basis of the experience and know-h@at we have acquired, we look for solutions concegrnihe

interaction of the electro-magnetic waves, mainfytioe laser light, with biological materials, by rztucting

experiments and preliminary tests in the laboresothat have been specifically created for thigopse at EI.LEn. For
industrial applications and for the conservationwairks of art we also study the interaction betw#es electro-
magnetic waves and inert materials.

As far as laser lights are concerned, we develepstiurces on one hand by making a selection sp#stral content,
the methods for generating it and the optimal l@fgbower and, on the other hand, we program iteagament over
time in relation to the laws governing its disbuneat and in space as far as the shape and moverfidet light beam
is concerned.

The research which is aimed at obtaining mid-logrgatresults is generally oriented towards highhyoivative subjects
which represent major entrepreneurial risks, wlatdy however typical of our international dimensém inspired by
intuitions which have arisen within our companigsbhy prospects indicated by the scientific work dwacted by
advanced research centers throughout the worlde sdnvhich we collaborate with.

The applied research which is dedicated to achipvasults according to a short-term schedule iceatnated on
subjects for which all the preliminary feasibilgyudies have been completed. For these subjedisieechas already
been made regarding the main functional charatitsiand performance specifications. The elemamtshis activity
are determined on the basis of information obtainech the work of specialists employed by the conyand also as
a result of activities of the public and privateustures which acted as consultants in the phapeetiminary study and
some in the 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 #radevelopment of the pre-prototypes and protayge 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 structuied uscany or the Research Institutions in Itaig ather countries.

The EIL.LEn. Group is currently one of the few compaiin the world that produces such a vast randasef sources, in
terms of the different type of active agent (liqusslid, semiconductor and gas mixture) with déferwave lengths,
various power versions and, in some cases, usingugmanufacturing technologies. Consequentlyeaesh and
development activity has been directed to manyediffit systems and subsystems and accessories.ui\ibiog into
excessive detail, a description of the numeroutosem which the research activities of the Paféminpany and some
of the subsidiary companies have been involvedvisngbelow.

Systems and applications for lasers in medicine

The Parent Compankl.En., in collaboration withDEKA and, more recentlyQuanta System have been active
conducting research on biological samples andatddures in the laboratory and clinical experimefotsapplications

in the surgical field of devices and sub-systemsetiaon the use of electro-magnetic energy. Thexrenamerous
applications in the fields of general surgery, atghgology, aesthetic medicine, gynecology, derfogioand skin

ulcers.

An application that is extremely important and lad®ady obtained considerable commercial successlated to
urogynecoloy with the Mona Lisa Touch treatmentaduce the effects of the atrophy of the vaginatoms. The

atrophy of the vaginal mucous is a widespread aallithting condition with interaction with otheathologies and
afflicts a high percentage of women in menopausganger women affected by tumors for which, inesrtb avoid a
re-occurrence, they have used therapies whichtaffechormonal balance and cause a kind of premat@nopause.
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We are convinced that this is an extremely impdrtanovation for medicine which will always remaamong the
basic requirements for the specific therapy. tius precise intention to remain at the top of tlabgl development of
this new therapeutic sector and we will direct am@nforce the scientific and technological develepts in order to
maintain and strengthen our position as leadettsairiield.

Clinical studies conducted by prestigious reseasafters in the United States and in Italy have atguy confirmed
that this laser treatment is effective, safe anthaut any negative collateral effects. We are nowducting further
research aimed at improving our knowledge of th@oacmechanisms to develop new applications of rlase
biostimulation or, as is now being affirmed, phatshodulation. Moreover, we are now obtaining exeyzl results in
the treatment of chronic lesions and ulcers atreddifferent medical centers where they are u§iglasers.

In this sector we have introduced the possibilityusing a laser light for conducting the debridemehat is, the
removal of the necrotic tissue and other tissuasdhe preventing the healing of the lesions byrdgisg the bacteria
even by attacking the biofilm which otherwise woblkel very difficult to remove. The treatment of ahioulcers using
lasers is based on the characteristics which we Hagigned, which are essential in the cleaninggpbéthe sores in
order to reduce the presence of bacteria in ther @lnd greatly reduce the pain suffered by theepgtbut also for the
bio-stimulation capacity which is activated by theer light, and which we consider our “culturatitage” since it is
the result of the lengthy research and numerousre@rpnts which we have conducted over the years.

We have continued the successful introduction enrtfarket of the line of equipment for hair removalled Motus,
with the most recent model AY which, after the CEditale, obtained clearance by the FDA for salhénUSA. The
Motus equipment is based on an original concepticlwkets the operator use the handpiece in moveméhtthe
density of the energy which causes no pain. Thihatehas obtained great success thanks to the atation of the
damage to the hair follicle which is caused by tbpeated passages of the handpiece emitting enryy, more
functional applicators have been created for théusloange and released on the market in 2019.

We have continued the study of new equipment awd aecessories in the sector of aesthetic medidnududing
applications for hair removal afwbdy shaping

We have concluded the development of the Luxedopfat that obtained FDA clearance and we have naetl
gathering data from the clinical trials; this ihigh performance device which permits a wide rapigapplications in
aesthetic medicine; it contains the main laser curfor the various applications. The level of gn&ion and
management have been particularly appreciated dyitst experimenters and the first clients thatchased it. CE
certification and certification for some non-Eurapecountries have been obtained.

For the regeneration of biological tissues we hadirmally coined the acronym HILT, High Intensityaker Therapy,
which characterized the specific line of our lapeoducts which was assigned to our subsidiary ASA dlobal
distribution; we have recently concluded the depmlent of the new Hiro TT system, the first exampfea new
approach for the dynamic management of the temyeratf the skin and multi-level control of the irieee which
makes use of advanced graphics, with state-of#thé&@D capacitors. Sales of the system continu€Gi9 with
considerable success. We have deposited the refquesEuropean patent.

In 2019 we concluded the research project FOMEBkisors and instruments with photonic technologyrimimally
invasive medicine) for which we had obtained c@ficing from the Region of Tuscany with Europeardfuas part of
the BANDI RSI- POR FESR 2014-2020. El.En. was theqet leader along with highly qualified partnemisisting of
companies like B.B. S.p.A., Fabrica Machinale S.ahd research institutions like ENDOCAS of theudrsity of Pisa
and the Scuola Superiore Sant’Anna. During thiggatove studied and developed laser technologidsdanices for
several different clinical applications, for exarpthe treatment of chronic pathologies like diab&et, removal of
neoformations of the breast and the brain, treatmérbenign hypertrophy of the prostate. We devetba high
resolution vision system with multi-spectral illumation including three-dimensional; with this instrent we will be
able to gather data during the evolution of thélesfter the treatments, on the size of the afghenlesion and the
segmentation, even in interactive form with therapar, in order to determine the limits of the aceaupied by the
various components that are present and typictthefpathology and document their evolution overetiduring the
various therapeutic sessions.

Moreover, we are now conducting research on a ratic slluminator for laser bio-stimulation in calboration with
another technological partner in the FOMEMI projextearch group. For this project we are also lootkating with a
different partner for feasibility studies for a sjz ergonomic bed to be used during treatmentatiepts affected by
skin ulcers in order to reduce fatigue in bothdbetor and the patient during the therapeutic eassi

We have continued gathering objective data forclirécal evaluation of the results in order to iease the amount of
specific scientific literature related to our inmdive system for body shaping, Onda Coolwaves. Jhéa technology
permits the reduction of the layer of sub-cutandatis; various parts of the body and, startingrewethe first session,
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a significant reduction of the orange-peel effattive skin which is caused by cellulitis the equémimis based on the
use of a form of electro-magnetic microwave eneavbich is able to reduce the adipocites. The deigi@zuipped with
innovative applicators which make it intrinsicatafe by preventing the emission of energy when to@ynot in
contact with the skin. The method used for the simisof the energy, for which we have received gadmn of PTC
patentability, makes it so that most of the enasggbsorbed by the sub-cutaneous fat accordingetalésign; in this
way an additional protective element is obtainechlise the muscle layers beneath the fat are npcted to heat that
is produced. We have obtained EC certification doda version of the product with reduced powed anmber of
uses with respect to the original version, we habtained FDA clearance for sales in the UnitedeStatVe have
continued the study of a new instrument systenafguiring position and motion data used to guigedperator in the
maneuvering of the applicators in order to guamatite greatest uniformity of treatment in the anealved.

We have concluded work on the development of systenth wave guide coupling for GQasers and we have
obtained CE certification for surgical applicatiomgh single use guides; we are now in the proadssbtaining EC
certification for guides that can be re-sterilizznd we have already obtained the FDA clearance.€ekperimental
activity is intended to determine the best launghionditions for the laser beam in the hollow wauée in order to
minimize dispersion during transmission.

We have completed the development of a new modelliding the experiments on the prototype, of af&fder for
exciting the sealed CO2 laser source for medicpliegtions (surgical and dermatological), which wadesigned for
the purpose of making it possible to integratergcatly on to the laser source and thus reducestheme and the cost
of the complete system while respecting the requérgs for electro-magnetic compatibility..

We completed the development of the “RED TOUCH"eladevice for dermatology and we have applied for a
international patent for the device and the meffiodthe USA).

In collaboration with Quanta System SpA we have gleted the development of a real time system fonitodng the
skin temperature during the pre-cooling processqaimg laser treatments of the skin which will tsed for safely
managing energy-based treatments.

In the PHOTOBIOLAB created at EI.En. for researchtbe interaction between light and biological dssswe have
conducted experiments on new medical applicatioribe fields of urologic medicine, results of white used mainly
for the development of DEKA products as well astfar other companies of the Group.

We have applied for new patents at the Italiansome foreign patent offices.

In collaboration with Elesta we are now in the fiphase of development of a device for the treatroétissue with
cancerous lesions inside organs with the emissicenergy with a diffusive structure fed by optidéder laser light
inserted through the skin by means of an innovatpvér which an international patent has beenested.

At Quanta Systemthey are conducting intense research on the dewelot of laser instruments intended for aesthetic
medicine and for medical therapy in urology; ast pdrthis project they have continued the experitenith a
prototype of a new single-use morcellator for aggiions in urology which will be released on therke& as soon as
the necessary certifications are acquired.

Now that the CE Medical brand and FDA clearanceoatained, the 100W holmium laser for BPH applmadti and for
enucleation of the prostate will complete the raofjeolmium lasers for applications in urology whialready includes
the 30W model for lithotripsy and the 60W model liirotripsy and enucleation.

In the field of lithotripsy, for the holmium lasérey have developed the technique based on thalkalwapor tunnel
effect which offers considerable advantages forsthdilization and effectiveness of the shattedhthe stones in the
upper excretion tubes.

They have continued experiments on innovative apptins in the field of gastroenterology. The em#ibn of the
effects of the Thulium Laser on the gastric mucatich was undertaken in 2015 gave positive resuitieh made it
possible to move on to the study phase on animdktadefore proceeding to the clinical trials..

At Asclepionthey have continued the development activities dina part of a strategy of updating of all thetsyss in
the catalog which includes a new philosophy of usrface, new electronics ad new design.

They have developed an automatic recognition systerblood vessels for vascular treatments usirggmera, and
started experimentation.

In the month of November, with great success, ttedyased on them market the Picostar system, Asadlsppico-
second laser for the removal of tattoos which hastanding characteristics which distinguish ittbe market for the
high energy level of its ultra-short impulses.
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Laser systems and applications for industry

At EL.LEn. they have continued experimentation with a sed@#V CQ source based on a new concept.

They have continued the verification experimentspace filters for the shaping of the beam for fpglvered sources
in the production range. They have continued withdesigning of a new z-dynamic with higher dynaamd thermal
performance and they have implemented the XY2-b@frface on our scansion heads so that they cpildied even
by third persons and they have worked on the soétw@increase the elaboration performance of erflihprocessing
variable data.

They have continued experimentation on the firsingdes of the Blade RF1222 source.

They have continued the development of the emissi@nacteristics of the Blade RF888 source foriugke marking
of textiles.

They have perfected the FIRMW systems for dynamémsing performance in order to obtain increasedigion.

Two new models of laser sources have been add#tt toatalogue: Blade RF899 as a derivation of tiaeldé3RF888
with a mirror beam path, and Blade RF333 SH derfvach Blade RF333 with a shutter with safety fuans.

At Cutlite Penta they have continued experimentation on a new @henachines that were made in 2018 and,
continued the development of cutting heads forrldibers, introduced methods of control, and camgih their close
collaboration with Penta Chutian Wuhan and Penset #/enzhou.

In the field of machinery for metal cutting, thewneptical, mechanical fluido-dynamic and sensaridévelopments of
our EVO2 cutting heads made it possible to intredewels of laser power over 10kw into the rangprofiucts.

The constant and considerable efforts directechéodevelopment of software made it possible toyfakploit the
potential derived from the high-powers used witingicant increases in the performance in termprofiuctivity and
quality and the creation of innovative machinenylievel cutting 2D and 3D which will be used toateea new line of
application for cutting with fiber lasers.

For the range of COmachinery dedicated to cutting plastic materitgy have developed both machines which
integrate into the same process flat cutting amdghlvanometric scansion technology as well asbawed hybrid
machines equipped with a double £&hd fiber source, both of which are avant-guatdtems which offer the client
an extreme flexibility of operation.

They have also continued the development and apgtifn of a range of machines for making Ameridées, a field

in which Cutlite Penta has always been a worlddead

At Ot-las they have developed innovative solutions for mgkimicro-pierced sound-proofing panels in large siaed
completed development of the scansion systemseparths of anthropomorphic robots making OEM asses\athich
were used for cutting refrigerator cells. They afgegrated on their machines the new source, B.EQ®, RF1222 by
developing special scansion optical. Moreover, thaye continued their research and optimizatioprotesses in the
field of leather, textiles and shoes with the copsst improvements in performance and productiexilfility.

The chart below shows the costs of Research andlB@went for this period:

Thousands of Euros | 31/12/2019 31/12/2018

Staff costs and general expenses 11.145 9.995
Equipment 310 197
Costs for testing and prototypes 2.783 5.404
Consultancy fees 575 522
Other services 201 99
Total 15.014 16.218

Following the usual company policy, the expensenshin the chart have mostly been entered in theatipg costs
because it is not possible to make a reasonabieatstof the return on the investment.

The amount of expenses sustained corresponds tat @86 of the consolidated sales volume of the Groue
expenses sustained by EI.LEn. S.p.A. amount to 6@ séles volume.
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Risk factors and procedures for the management ofrfancial 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 safetyjaatity of the
product put on the market. There are marginal tedidsks for leaks caused by improper use of tioelgpct 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 includeecking accounts and short-term deposits, shattl@ng-term
financial liabilities, leasing, financial instrumisrand hedging derivatives contracts.

Besides these, the Group also has payables andakles derived from its activity.

The main financial risks to which the Group is esqd are those related to currency exchange, coagih 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 rees monitored by the management which takes alingeessary

measures to reduce them.

Since the Parent Company prepares its consolidat®alcial 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 consoliddieancial position and the consolidated shareftaldequity as

expressed in Euros in the consolidated financaéstents of the Group.

With US Co. Ltd., in the preceding years, stipulatederivative of the type called "currency rateagWin order to
hedge the risk in currency exchange for purchas&siios.

Operation Notional value Fair value
Currency swap € 200.000 -€ 3.535
Total € 200.00 -€ 3.535
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 devaluatioasion which is accrued at the end of the yearesents about 6%
of the total accounts receivable from third partlesr an analysis of the overdue receivables frioind parties, please
consult the relative paragraph in the consolidéitexhcial statement.

As far as guarantees granted to third parties @meerned:

the Parent Company EL.LEn. S.p.A. has underwritten:

- in 2013, a bank guarantee for a maximum of 5@shad Euros later increased to a maximum of 100sted Euros
as a guarantee for customs duties as per ex adf 8 T.U.L.D., payable for temporary importstiwexpiration date
in June 2019 which was not renewed.

The subsidiary Deka M.E.L.A. S.r.l. in 2016 undester a bank guarantee for a maximum of 127.925 Easos
guarantee for the final reimbursement of the amoemuire as a down payment for the project POR FEGRI — 2020
Strategic Research and Development project phaadriitted for contributions by th@ando Unicoapproved by the
Region of Tuscany with Decree 3389 on Jul{’ 2014, with expiration date in May 2020.

The Chinese subsidiary Penta-Laser Equipment (Wenzbbtained financing for the construction of tiew factory
and for the purchase of the equipment by takingaaubrtgage for an overall amount of about 41 anllRMB.

The new Chinese subsidiary, Penta Laser Techno{&pangdong) obtained financing for the constructiom
equipping of their new factory by taking out a tgage for the overall amount of about 6,8 millRKMB.
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The subsidiary ASA has underwritten a contracteftman to be used for the construction of a newofgdy taking out
a mortgage for an overall amount of 4,8 million &urAlso in 2018 Asa underwrote a bank guarantseets by
CREDEM to the supplier ENI Spa for the amount df0B. Euros with expiration date on Decembe¥ 3021, as a
guarantee for the issuing of thirteen MULTICARD Eddirds after they underwrote a contract for thelpase of fuel.
During 2019 ASA also underwrote a bank guarantdieyp@sued by ELBA Assicurazioni SpA in favor dfeir client
ASST DI MONZA for 600 Euro with due date on Novemtié€" 2020, as a guarantee for the correct fulfillmefralb
the contract obligations inherent to the sale thfesiapeutic laser device.

The German subsidiary Asclepion in 2018 has und#en a contract for a loan to be used for thestmttion of a
new factory by taking out a mortgage for an oveaigbunt of 4 million Euros which is added to theidaal mortgage
taken out for the construction of the old buildfiog the amount of about 427 thousand Euros.

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 athaeldwg! also during this half in such a way asdwer existing debts
and obtain a net financial position which is exteiympositive at the end of this half. For this masve believe that
these risks are fully covered.

Management of the capital

The objective of the management of the capitalhef Group is to guarantee that a low level of indébéss and a
correct financial structure sustaining the busirsesmaintained so as to guarantee an adequatebettiveen capital
and reserves and debts

STOCK OPTIONS OFFERED TO ADMINISTRATORS, COLLABORAT ORS AND
EMPLOYEES

The shareholders’ meeting of the Parent CompangnES.p.A. held on May 122016 voted, among other things, in
an ordinary session, to approve the stock optian fdr) 2016-2025 which is reserved for administrgtcollaborators
and employees of the company and its subsidiaridsia an extraordinary session, to delegate trerd®of Directors,
in compliance with art. 2443, 1l co., c.c. to in@se, upon payment, even in tranches, within fieyef the date of the
vote, the capital stock of 104.000,00 Euros by imgswnew ordinary shares which can be underwrittgntte
beneficiaries of the 2016-2025 stock option plan.

The Board of Directors meeting of EL.En. S.p.A held September 132016, upon the recommendation of the
Remuneration Committee, voted on the implementatibtthe stock option plan for 2016-2025 and, folilogvthe
mandate assigned them by the shareholders assgmitgeded to identify the beneficiaries of theapthe amount of
options assigned, the openings for picking up tht@as and the price for underwriting.

The Board also proceeded to assign entirely anthfoexclusive use of the plan, the faculty comfgron them by the
assembly, in compliance with art. 2443, sub-sectipfivil Code, to increase, upon payment, everranches, and
with the exclusion of the option right in compli@with art. 2441, sub-section V, Civil Code, theita stock of
104.000,00 Euros by issuing 800.000 ordinary shatésh can be underwritten by the Board memberkaloorators
and employees of El.LEn. s.p.a. and of its subsatidhat are the recipients of the options in th@va mentioned plan.
The options can be picked up in conformity with tieems and conditions of the Plan definitively apgd on
September 13by the beneficiaries in two equal tranches: thet tarting on September14019 until December 81
2025 and the second from Septembét 2@20 until December 312025.

.The Plan will end on December 82025 and the options that have not been pickedyphat date will lapse
definitively, the capital stock will be considerédfinitively increased by the amount that was dttuaderwritten and
released on that date.

According to the Plan, the following individualsImibe assigned stock option rights: the Presiddrthe Board of
Directors, Gabriele Clementi, the two managing etoes Andrea Cangioli and Barbara Bazzocchi, a manavith
strategic responsibilities, the ELLEn. s.p.a. ekges that have positions as executive administsatd subsidiary
companies, other EL.LEn. SpA. executives that hayeifeant roles, executive administrators of suleiy companies
that are considered of strategic importance fordéeelopment of the Group, persons belonging tocttegories of
employees who, for their professional and persohatacteristics and loyalty to the company havirgortant role, or
may have one in the future.

The Plan is defined particularly relevant in refere to articles 114-bis, sub-section 3 T.U.F. afdi8, sub-section 2,
Regolamento Emittenti Consafince some recipients that have been identifierl those indicated in the above
mentioned articles. For the exact names and qiemntitat have been assigned, please refer toliledantained in the
information sheet drawn up in conformity with &4-bis of theRegolamento Emittenti Cons@tt971/1999, deposited
at company headquarters and published on the sitew.@lengroup.com in the sectionnvestor
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Relations/Governance/Documerdocietari/Piano di Stock Option 2016-202%5 well as the market storage site
www.emarkestorage.com.

The price, including the share premium which muwestphid by all those who are picking up the optiortompliance
with the Stock Option Plan 2016-2025, has beeats&®2,72 Euros by the Board of Directors.

The price was calculated by the Board of Directonsthe basis of the arithmetical average of théciaff prices
registered by the shares on the market duringishesnths prior to September 12016. The criteria for determining
the price for the stock being issued for the St@gkion Plan was approved in compliance with aréic?d41, sub-
section VI of the Civil Code, and 158, sub-sectipnl.U.F., issued by the Independent Auditors [tedo& Touche
s.p.a.. This favorable opinion was already pubtishefore the assembly and, in accordance withaiveik attached to
the notary’s statement, which is deposited withRlegistry of Companies in Florence and can be dtsat company
headquarters or at their site, www.elengroup.conthia section fhvestor Relations / Governance / Documenti
Assembleari / 20T6s well as on the authorized market storageveiter.emarketstorage.com.

The Board of Directors also modified art. 6 of tekative by-law concerning capital stock to makeoihsistent with the
resolutions described above.

On September 42019 the period in which it is possible to pickthp first set of options began. As of Decembét 31
2019, 225.338 options had been picked up out of4B@000 available on September"12019 and therefore that
number of shares was issued and underwritten.

Consequently, on December 32019 the capital stock that had been underwritted paid out amounted to
2.537.965,30 Euros and is divided into 19.522.8Hihary shares with a value of 0,13 Euros each.

TREASURY STOCK

On January 172019 the Shareholders’ meeting of EIl.En. SpA iroatinary meeting proceeded to authorize the sale
of treasury stock on the conditions proposed byBbard of Directors, in compliance with articles5Z3e 235%er cc.
The purchase of treasury stock may be made forfdbewing eventual, concurrent or alternative raasoas an
investment, to stabilize the stock in situationsvirich there is a scarcity of cash on the stockketafor assignment or
distribution to employees and/or collaborators andhembers of the administrating or controlling iesdof the
Company or its subsidiaries, for exchanges of expuds part of or on the occasion of operations stirategic nature.
The reasons which are described must be pursuadoleins and operations for purchase and sellindfoamperations
conducted in compliance with the terms and reguiatiset forth irRegolament@JE 596/2014 (“MAR”) and with the
normal market practice approved by the CONSOB. ainorization has been granted for the purchastinvi8
months of the date of the resolution, in one or emimistallments, of a maximum number of ordinaryrehaof the
Company, the only category of shares presentlyegsswhich, in any case, may not be more than ditedf the capital
stock. On the date of the resolution, 20% of thaiteaunderwritten and deposited by El.LEn. was étu&.859.494
shares with a nominal value of 501.734,22 Eurog. fiirchase of treasury stock must take place réspehe equality
of the shareholders in compliance with art. 132 .F.Uand art. 144-biRRegolamento EmittentiConsequently the
administrators may purchase them at the followimigcarrent and /or alterative conditions where aglie and which
will be determined at the moment of each singlerafien, by means of a public offering for purchasexchange; on
the regular market, with the conditions establishgdhe market practice approved by the CONSOBommiance
with article 13 MAR; at the conditions indicated &gt. 5 MAR. The purchase may take place at a pritieh is not at
the minimum less than the nominal value of 0,13o0Eyser share and, at the most, greater than 10% than the
official trading price registered on the day prengdhe purchase. Moreover, the stock may be sdalimten years of
the date of the resolution at a price, or equiviad@mount in the case of Company operations, wisatot less than 95%
of the average official price of the trading regisd on the five days preceding the sale. Botlptirehases and the
sales of treasury stock must take place respetttangresent European, delegated and domestic tiegisla

With reference to this resolution, at the datehef present statement no operations have beertaditiand consequently
at this time the Parent Company does not possgsseasury stock.
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STAFF

As already mentioned, the number of employees énGhoup rose from 1.368 on Decembef' 32018 to 1.498 on
December 312019. The chart below shows the number of empmireeach company:

Company 2019 average  31-dec-19 31-dec-18 Var. Var.%
ELEn. S.p.A. 246,50 249 244 5 2,05%
Ot-las Srl 12,50 13 12 1 8,33%
Cutlite Penta Srl 65,50 72 59 13 22,03%
Deka M.E.L.A. Srl 24,00 26 22 4 18,18%
Esthelogue Srl 20,00 19 21 -2 -9,52%
Deka Sarl 13,00 14 12 2 16,67%
Lasit SpA 61,50 67 56 11 19,64%
Quanta System SpA 167,00 172 162 10 6,17%
Galli Giovanni & C. Srl 3,50 7 0 7 0,00%
Asclepion Laser T. GmbH 147,00 151 143 8 5,59%
Asa Srl 53,50 55 52 3 577%
BRCT Inc. 0,00 0 0 0 0,00%
With Us Co Ltd 44,50 42 47 -5 -10,64%
Penta-Chutian Laser (Wuhan) Co., Ltd 108,00 109 107 2 1,87%
Cutlite do Brasil Ltda 21,50 21 22 -1 -4,55%
Pharmonia S.r.l. 0,00 0 0 0 0,00%
Deka Medical Inc 0,00 0 0 0 0,00%
Deka Japan Ltd 0,00 0 0 0 0,00%
Penta-Laser Equipment Wenzhou Co. Ltd 415,00 421 9 40 12 2,93%
Penta Laser Technology (Shangdong) Co., Ltd. 30,00 60 0 60 0,00%
Merit Due S.r.l. 0,00 0 0 0 0,00%
Total 1.433,00 1.498 1.368 130 9,50%

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

In compliance with the laws and regulations nowfdarce, EL.LEn. S.p.A. has drawn up a report on tleeiporate
governante (Relazione sul governo societario e gli assetti pietpri”) which has been deposited with the authorities
and published in a separate section of this docunidtis report on corporate governance can alsodpsulted on
internet on the site of the Group: www.elengrogmc— in the section “Investor relations/governacagiorate
documents”.

Since March 3% 2008 EI.En. S.p.A. has used a model for the dzgéinn, management and control of the company in
compliance with Legislative Decree no. 231/2001.

REPORT ON REMUNERATION ex art. 123-ter TUF e 84quater Reg. CONSOB 11971/1999

In compliance with the laws and regulations,, EL.Emp.A. has drawn up a “Report on Remunerationittvinasb een
deposited nd published as a separate report. ThepdR on Remuneration” can be consulted on the site
www.elengroup.com “Investor relations/governance/company docusiesection.
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CONSOLIDATED NON-FINANCIAL STATEMENT (NFS)

In compliance with the laws and regulations,, El.Brp.A. has drawn up a consolidated Non-Finarfgiatement for
2019 which is deposited and published as a sepaepirt in accordance with art. 5, sub-section tteteb of
Legislative Decree 254 of Decembef"3D16.

The consolidated Non-financial Statement for 2048 also be consulted on the sitavw.elengroup.com “Investor
relations/financial documents/reports and stategiesgction.

INFORMATION RELATED TO THE EU REGULATIONS 679/2016 ON THE
PROTECTION OF PERSONAL DATA

The Company already has their own system for th&triment and protection of personal data sincet#tiart Privacy
Code (D. Lgs. 196/2003) became effective and hherad to the indications of EU Regulation 679/2B¢&ppointing
an external person to be responsible for the piioteof personal data (Data Protection Officer)compliance with
artt. 37-39 Reg. UE 679/"2016 cit., and has proedasith the additional requirements of these regna.

INTER-GROUP RELATIONS AND WITH RELATED PARTIES

In compliance withRegolamento Consottated March 12 2010, n. 17221 and subsequent modifications, #rer®
Company, EILLEn. SpA approved the rules discipliniafations with related partiesRegolamento per la disciplina
delle operazioni con parti correlate’vhich can be consulted on the internet site ofcttrapany www.elengroup.com
section. “Investor Relations/governance/corporabeaments

These regulations represent an up-date of thosewaggbin 2007 by the company as implementationro2891bis of
the civil code, of the recommendations containedrin 9 force in the past (and in particular theligpfive criteria
9.C.1) of the Self Disciplining Code for Companigsted on the Stock marke€¢dice diAutodisciplina delle Societa
Quotatg, edition of March 2006, in consideration of theoge mentioned Regulations for Operations with Rela
Parties (Regolamento Operazioni con Parti Correfgten. 17221 and later modifications as well as thonsob
Communication DEM/110078683 of Septembel" 2010. The procedures contained in tiRegolamento per la
disciplina delle operazioni delle parti correldteent into force on January'12011.

The Regulations were updated and modified by ther@of Directors during the meeting held on Mardf 2019. The
updating consisted in the repetition in the Regutest of some of the rules contained in the ConsefuRations on
Related Parties instead of simple references tm timeorder to facilitate the reading and the rettsion of the
operating structure as well as in the detailedipliging of the so-called “equivalent safeguardstluded in the
Consob Regulations on Related Parties. The motiditaonsisted in the refinement of the provisidradicle 6 in
relation to the resolutions regarding operationg/fich there is a relation derived from the intéifsan administrator
or an auditor. In this regard, they replaced thguirement to leave/abstain from the vote with tloever of the
independent administrators to request the postpeneai the meeting in order to acquire further infation.

During this year, in relation to the previously délsed operation for the purchase by the subsid@tras s.r.l. of the
minority shareholders’ quota of the Chinese compailenta-Laser Equipment Wenzhou Co., Ltd and R&misian
Laser Wuhan Co., Ltd, we voluntarily published afoimation document in compliance with art. 5 af regolamento
Consob Parti Correlate 17221/20Hnd art. 1.2. of the regulations disciplining tielas with related parties adopted by
the Company. The document is available on theo$itee Company www.elengroup.com sez. Investor tiRels.

The other operations conducted with related paitielsiding the inter-Group operations cannot bergef as atypical
or unusual. These operations are regulated atamdmarket conditions.

Concerning the relations with related parties, gteconsult the relative Notes in the consolidatteahtial statement of
the EI.En. Group and the separate financial statéofeEl.En. S.p.A..

OPT-OUT REGIME

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

Atypical and unusual operations

In compliance with Consob Communication DEM/6064283uly 28" 2006, DEM/6064293, we wish to state that
during this year and the preceding one the Grodpndt make any unusual or atypical operations,edimed in the
aforementioned communication.

Management and coordinating activities

ElLEn. 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.

Compliance according to art. 15 and following of tke Consob Markets Regulations
(adopted after n. 20249 on December 28th 2017)

In compliance with art. 15 of the Market Regulafi@atlopted with vote no. 20249 on Decembé&t 2817 (of which the
preceding one was art. 36 of the Market Regulateaopted with vote n. 16191 in 2007) in relatiorthte regulations
governing the conditions quotation of controllingmpanies constituted or regulated companies aqaptdi the laws
of countries that do not belong to the Europearobrdnd that are of significant importance for theposes of the
consolidated statement, we wish to state that:

- On December 31 2019 among the companies controlled by EI.En.AS.the following are subject to the
regulations: With Us Co. Ltd, Penta Chutian Las®ufian) Co. Ltd e Penta-Laser Equipment (Wenzhou) Co
Ltd.

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

Fiscal consolidation

It should be recalled that for the three year mk2011-2013 for the subsidiary Esthelogue S.iok,the three year
period 2012-2014 and for the subsidiary Ot-las fenl,the three year period 2019-2021 for the suasfdDEKA
M.E.L.A srl the Parent Company ELEn. S.p.A. willhere to the IRES regime of taxation of the nati@moasolidated
as per art.117 and following paragraphs of the T of the Ministerial Decree of Jun& 2018. The relations
between the parties, as far as this law is condeare regulated by the special “Consolidation Agrent”.

SUBSEQUENT EVENTS

On January "8 2020 to the Chamber of Commerce of Wenzhou a nesinbss license for Penta Laser Wenzhou was
registered for the acquisition by Ot-las of a fartlquota of 29,7%. The amount was about 20 milkonos and it was
paid within the following 15 days once the authatian had been obtained from the Chinese authsrite the
importation of currency. An earn out of 40 milli®@nminbi (about 5 million Euros at the current Exege rate) will
be paid if certain events occur, in particulartbia case of an IPO of Penta Wenzhou within 5s/ehthe agreement.
The percentage of ownership of 83,23% obtainetisiway in Penta Wenzhou is therefore related ¢oeifitire group
of Chinese activities that are now controller 1009@enta Wenzhou itself, that is, Penta Chutiawahan and Penta
Shandong of Lin Yi. With the decline in the powdrtbe minority group we are confident that we vl able to
increasingly take advantage of the opportunitiesdfevelopment and growth of the operating structnreerms of the
production and marketing capacity that has beearozgd an re-enforced in China in the last few gieand we are
confident that the setback caused by Covid 19 eaovercome and that we can recover the positivel tieat has been
shown in the past few years.

COVID-19 EMERGENCY

By mid-January it was becoming clear that the sprfathe epidemic with its epicenter in the cityWiihan and the
restrictions adopted by the Chinese government weastic, with house quarantines imposed in athefprovince of
the city of Wuhan, Hubei and other provinces. Thisrstill even now a limitation on the circulatiof people and the
city of Wuhan is blocked, while in the other prosés life is gradually returning to normal thankghe substantially
stable number of new victims.
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The effects on the activities of the Group wereidicant and the three factories in China were doréo extend their
holiday closure and interrupt production. At Lin #&hd at Wenzhou activities started up again atbéginning of

March at a very slow pace because of the diffiealin moving from one province to another, whilé\athan, where
most of our employees live, the city remains urglgarantine. Although the block in the productiopasity will soon

be overcome, it will take more time for the demémdeturn to the levels which were expected for02

Also in Italy, the emergency measure taken by theegnment effectively blocked sales in Italy, whitespite the
difficult conditions, where possible and permittadd with the maximum consideration for the heatild safety of the
workers, production continued in order to sati$fg thany orders that were coming from abroad. Th&icgons that
were imposed caused the cancellation of the faick symposiums that are a point of reference forGheup and
prevented them from travelling and conducting theal promotional and marketing activities evenotimer countries.

CURRENT OUTLOOK

The forecast which we made at the end of last yeaisioned the concrete potential for rapid growdth in the
medical and industrial sectors thanks to sheetlmatting in Europe and, above all, China, andrdpEd expansion of
sales of laser systems for aesthetic and medigdicagions in the United States, while for the othgplicative we
expected a consolidation of the competitive pasgtiand a slight growth in the volume of businedg rilliant start
of the year seemed to confirm these forecasts.

The explosion of the Covid 19 virus and its consemes on the economic activity first in China dmehtin Italy, and
the rest of the world, make it very complicateddomulate any forecasts related to the financiaults of the Group
and for this reason we prefer to postpone any &mtsdto a time when the entity and the duratioth@fpandemic have
become more evident and the impact of the effdfo®owid 19 on our activities.

We must expect a period in which the entire woddnsrio is uncertain and, for this reason, the feaxtmonths may
turn out to be particularly difficult from an ecan& point of view: we must be prepared for otheersrios and
recurrences and, in any case be ready to adoptuatle@nd opportune measures although we know Lt t
capitalization level of the Company and of the Gramd the net financial position are such thata@hort term basis,
the financial and economic equilibrium will not bempromised, even if there is a significant reductn sales volume
with the same overhead for which, considering tki#gaerdinary measures of an economic and finanwialire that
many governments are taking in order to sustainctimapanies in these unusual circumstances, thepdspun any
case, able to diminish the incidence.

DESTINATION OF NET INCOME

To our Shareholders,

While submitting the separate financial statemenEIlcEn. S.p.A. as of December 32019 to your approval, we
propose:

- to assign all of the net income for 2019 to amamcdinary reserve;

- to distribute the shares in circulation on théedhat Coupon 4 came due on May'Z920 in compliance with art.
23574er, second sub-section of the Civil Code, a dividémdthe amount of 0,40, Euros (zero point fortypgg for
every share in circulation;

- to use, for the distribution of the dividend thetained earnings before December 2107 accrued in the
extraordinary reserve for an amount which is culyen817.174,00, Euros while recognizing the fiuett this amount
may be increased by other sums which were necefmatlye distribution of the divided of the shanesirculation on
the due date for picking up the stock options eplkriod between today’s date and the record tédg 26" 2020);

- to accrue, where possible, in a special resefvetained earnings, the residual dividend destiimedreasury stock
which may be held by the company on the date Hetbupon comes due.

For the Board of Directors
Managing Director — Ing. Andrea Cangioli
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(administration model and traditional control)
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GLOSSARY

Code: the self-disciplining code of the companies quaiadhe stock market which was approved in July 20 &e
Committee for Corporate Governance and promotethbyBorsa lItaliana S.p.A., ABI, Ania, Assogestiogsonime
and Confindustria.

“c.c.”: the Civil Code;

“Board” : the Board of Directors of EL.LEn. S.p.A.

Board of Auditors: the Board of Auditors of E.LEn. S.p.A.

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

“Financial year” : the financial period closed on Decembet 2019 which is referred to in the report.

“Regolamento Emittenti Consob™ the Regulations issued by Consdin(missione Nazionalger le Societa e la
Borsa after vote n. 11971 in 1999 (and later modifiedicerning listed companies;

“Regolamento Mercati Consob” the Regulations issued by Consob after vote 2420n 2017 concerning stock
markets.

“Regolamento Parti Correlate Consob” the Regulations issued by Consob after vote 8217n March 1% 2010
(and later modifications) related to operationhwélated parties.

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

“Statute/company by-laws the company statute or by-laws of EI.LEn

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

* % %
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1.0 PROFILE OF THE EL.EN. COMPANY

Since 2000, with the admission of its ordinary ktte the MTA (formerly MTAX, and before thaljuovo Mercatp
organized and managed by Borsa Italiana SpA —sitaha&ays been the intention of El.LEn. (“the Compgarny follow,

maintain and perfect the adaptation of its own espsbf corporate governance which has been aligseshuch as
possible with its organizational structure, in confity with the suggestions and recommendationthefCode and
identified as the “best practice”, since it represea unique opportunity to increase their religbénd reputation in
relation to the market.

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. From DecemBe2(@6 until the end of 2018, the Company was inetlith the FTSE
Italia Mid Cap index, FTSE Italia Star segment.

It was later included in the FTSE Italia small Gagex, FTSE Italia Star segment and the, at theafr2D19 it was
again included in the FTSE Italia mid Cap Index.

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, repregem of the company), besides the regulations movorce, by
Articles 19 to 23 of the company by-laws and isjsabto the control and supervision of a Board @t@&ory Auditors
which is governed in every aspect by Art. 25 of Byelaws.

The auditing of accounts is conducted by a comphatyis enrolled in the special CONSOB professioagister.

In compliance and due to the effects of Consoblugisn 20621 of October 02018, EI.En. Spa for the purposes of
verification of the qualification as PMI as per.&kt sub-section 1, lett. yuater 1) TUF and art. 2er Regolamento
Emittenti Consopand on December 8018 they transmitted the amount of capitalizafienthe years 2014-2017
and the sales volume related to those years.

On the date of publication of this Report Consoth pablished on its site the list of PMI as per aser, sub-section 2,
Regolamento Emittenti Consab of September $2019.

This report is drawn up on the basis of the reddtivmat, VIII edition, specifically prepared by the Bori¢alian SpA.

The Board of Directors

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

The Board Members were elected by the shareholdeesting held on April 272018 and, after the vote of approval
of the Board of Directors on May 12018, is made up of executive and non-executivenipees organized in three
committees so as to carry out consulting and ekexfiinctions in support of the Board: the comnaistdor controls
and risks, for remuneration, and for nominations.

Two of the Board members were elected since theggused the independence requirements as pet&iterlTUF.
The board members have legal domicile at the heatheys of the Company for the duration of their dete.

The executive Board Members retain, in accordaritie the vote of the Board of Directors held on A@7T" 2018,
separately from each other and with independemntasige, all of the ordinary and extraordinary adstiative powers
for achieving all of the aims included in the compaurpose, excluding only the attributions whiak arohibited
from being object of proxy in conformity with ai381 of the civil code and the company by-laws.

The approval of the financial statement for 203&r@sents 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 whoehiée following tasks and which are disciplinedtbg specific
regulations:

a) Committee for the appointment of the baasimber (henceforth referred to as the Nominations Comnei).
b) Remuneration Committee
C) Committee for controls and riskl{merly the Internal Control Committee)

The regulations of the committees also determiag tomposition and role.

The first version of these rules was approved gutédeber 8 2000, and they are revised periodically in ordeadapt
them to the new regulations or new structural rapization in the company.

On September"52000 the Board also appointed a provost for imecontrol. The internal control system was later
amplified and organized as described below inrdirt.
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The Board convenes at least once every quarterialswder to guarantee adequate information for Bloard of

Statutory Auditors related to the most importaahgactions conducted by the Company and its salgdias well as,
when required, the conducting of operations withtesl parties or those that are particularly compleimportant and,
moreover, every time that the president and/orettexutive board members decide to present quesiinthslecisions
related to their area of expertise to the entir@rtho

The directors of the Company participate as membktise administrative bodies of most of the sulasidcompanies
or else have the position of sole director, otheewihe administrative body of the subsidiary corgsmasupply

complete detailed information required for the migation of the activities of the Group and theaating statements
necessary for conformity with the relative legiglat normally, the usual policy in the past hasrbé® the subsidiary
companies to supply all of the information necegdar the preparation of the consolidated finaneiatl economic
reports before the end of the month following tlesing of the quarter.

The company by-laws concerning the appointmentireictbrs, the composition of the Board and theatesl areas of
competency — specifically articles 19, 21 and 2@+e modified by the assembly which was held on ¥&/2007 for
the purpose of adapting them, to the extent requamed not already included, to the new TUF ancheoGode and,
most recently, further adapted by the assembly diel@ctober 28 2010 to the directives contained in the a.m. D5.Lg
27/2010. At that time, the Board was also attridutee prerogatives described in articles 11 anaflhe 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' 913, removed from the text of Articles 19 and-2&hich regulate
the method of election, respectively: the firsttlod administrative body and the second of therotlimg bodies, the
prohibition from withdrawal of the certificates denstrating the validation of the right to presembgmsals for

nominations before the actual meeting of the asbemlb the same time, we also corrected some tygplgical errors
present in these articles referring to the dategiosit/‘communication of the certificates.

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, it should be noted that, in conformity witte Code, this practice has been a regular pslitge the Company
was first quoted 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 andtlie company by-laws, the respect of the prinsiglé 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
Statutory Auditors moreover supervises the implemtén of art. 19 of D. Lgs. January"22010 n. 39 as well as the
means for the correct application of the rulesciimporate governance contained in the self-distipdj 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 thesgliary companies
so that they supply all the information necessarytider to be in compliance with the communicatafiigations
required by law.

The present Board of Statutory Auditors, was etétig the assembly on May 12019 and will remain in office until
the approval of the financial statements for 2021.

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&Regolamento Emittenfart. 144duodeciesand following).

After the modifications in the by-laws approved ty 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, wille assembly of
May 15" 2012 the Company adapted art.25 of the By-laws thuly 12" 2011, n. 120 in terms of the balance between
genders.

Pursuant to art. 14depties sub-section 2, Registry of Companies, the minimramount of the equity in the capital
stock that is required on the occasion of the désttion for the presentation of the lists of caatiés for the board of
auditors is 4,5%, in conformity with art. 25 of tB®mpany By-laws, with art. 144-sexies RegistryCofmpanies, and
CONSOB resolution of January 22016, no. 19499.
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Independent Auditors

The auditing (in compliance with D. Lgs. 39/2018) donferred to Independent Auditors that are eedolh 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 timeetappointment, was conferred to RECONTA ERNST &URNB
s.p.a.

The shareholders’ meeting which meets in ordepfrave the financial statement for 2011 for therge2012 — 2020
conferred the appointment on Deloitte & Touche $paonformity with articles 13,14 and 17 of D. L§8/2010.

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 SpAthen in force and approved by
ElLEn Spa, starting on January 2003 there had been in force an “Ethics Code” thiith reference to operations
made by those subjects, regulated the obligatibifarmation and the types of behaviour to be obsé with an aim
to guaranteeing the maximum transparency and honeityeof information in relation to the market.

On account of the modifications determined by thi=of the EU law 2004 (L. April 182005, n. 62), in consideration
of the EU directives concerning market abuse, dnithe later regulating activity in conformity issidy CONSOB,
since April ' 2006 the company was required to conform to thgilegions on the subject of internal dealing in
particular to articles 114, sub-section Testo Unico sulla Finanzand from 152-sexies to 152-octie$ the
Regolamento Emittenti

Since April 12006, therefore, it has become obligatory to comioaia to the public all the operations made on the
financial instruments of the company by relevanspes or persons closely connected to them andecoeently, 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 adopt2d03 by the Company was replaced by another desyradopted
on March 31 2006 and later modified on Novembef™2006 and November 32015, which, besides describing in
detail the legal obligations, also specifies theetiimits or prohibitions for the operations madgetlre above mentioned
subjects.

During 2016, after E.U. Reg. 596/2014 came int@dorligning it in conformity with the new regulatis, the period
during which operations on financial instrumentshaf Company are prohibited, was increased.

During 2017 the Ethics Code was aligned with thes megulations also in relation to Title VII, pardé.of the listed
company rules introduced by Consob with vote n@28%n March 2%' 2017. This vote, in fact, introduced the option
provided by Art. 19, Paragraph 9, Reg. U.E. 59642t@lraise to the amount of 20,000 Euros the tlmidsbver which
communication becomes obligatory.

During this year, on September.2he Ethics Code was modified and the black-otbpeas per Reg.EU, art. 19 was
extended to the 30 days preceding the approvéleofitiarterly reports.

*kk

46



2.0 INFORMATION ON OWNERSHIP (ex art. 123-bis, subsection 1, TUF) as of December
312019

a) Structure of capital stock (ex art. 123-bis,tsgection 1, letter a), TUF)
The extraordinary shareholders’ meeting held on M&Yy 2016 proceeded with the split of the nominal vabfiche
shares in the ratio to 1:4, leaving the amountapiital stock unchanged. Consequently, for everynarg share with a
nominal value of 0,52 Euros each shareholder reddiour shares worth 0,13 Euros each.
The same assembly, in compliance with art. 244®hefCivil Code, voted to confer to the Board ofdgtors, for a
period of five years starting on May"12016, the power to increase the capital stockasrmaore times for a maximum
amount of 104,000.00 nominal Euros by issuing aimasn of 800,000 ordinary shares having a nominalesaf 0,13
Euros each, with the payment of a price the emwfitwhich will be determined by the Board in a walue, including
share premium, which is equal to the arithmetiograge of the official prices registered by theimady shares of the
Company on the stock market that is organized arettéd by Borsa Italiana s.p.a. during the 6 memttor to the
single vote of the Board or the increase of capétaen partial, on the condition that this amoignhot less than that
determined on the basis of the consolidated shitetsd equity of the EL.LEn. Group on Decembef' 81 the year of
the last financial statement published on the d&tbe respective single vote for increase, evetighain execution of
the resolution.

This increase in capital must be voted on, in caampk with sub-section 5 of art. 2441 Civil Codéthwhe exclusion
of the option right established by the law in fawb the shareholders since it has been set asidesk in the Stock
Option Plan 2016-2025, was approved by the shadehsl meeting of May 122016 and is intended for the board
members, collaborators and employees of the Compadyhe subsidiaries it controls.

On September 132016 the Board exercised this right and put irfitece the Stock Option Plan 2016-2025 which was
described in the 2016 Management Report in theosecBignificant events which occurred in 2016” amdthe
information sheet which was drawn up in conformifigh article 84-bis, sub-section 1, and chart Appendix 3A of
the Regolamento Emittenti Consob consulted on the@any’s internet siteyww.elengroup.confltalian version) —
section InvestoRelations - Documenti Societari - Piano Stock @p016-2025

On September 142019 the period for picking up the first set adcit options for the Stock Option Plan 2016-2025
began. On the 3of December 2019 225.338 options out of the 40D &ilable on September™2019 had been
picked up and consequently underwritten and theesasmber of shares was issued. Therefore, on Dexreddh2019
the capital stock that had been underwritten anid pat amounted to 2.537.965,30 Euros and is ddideo
19.522.810 ordinary shares having a value of O\r®@&each.

b) Restrictions in the transfer of stock (ex ar23-bis, sub-section 1, letter b), TUF)
There are no particular restrictions on the transfestock.

¢) Significant ownerships in shareholders’ capitéx art. 123-bis, sub-section 1, letter c), TUF)
From the information and data available on Decen®i&r2019 the shareholders listed on the attached Thlblave
significant ownership (over 5%) of the capital $tof the Company.

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-lawedating to OPA
(ex art. 104, sub section 1-ter and 104 bis, suttisa 1, TUF)
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 Boar compliance with art. 104, sub-
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section 1-ter, T.U.F., the power to implement dsifem measures in case of an offer of public actioisieven in the
absence of the authorization of the shareholdeegtimg.

i) Authorizations to increase the capital stock atwl purchase treasury stock (ex art. 123-bis, s@gton 1, letter m),
TUF)

On September 132016 the Board put into effect the resolution takg the shareholders’ meeting on May“12016.

For details, please refer to the paragraphs aladvetter a) of this section in relation to thausture of the capital stock

and the references made there for consulting théve documents.

As far as treasury stock is concerned, on Januat2019, the shareholders’ meeting voted a new aizétarn to the
administration for the purchase of treasury st@dnsequently, EI.En took the following resolutions:

1) to authorize the Board of Directors to purchasepne or more installments, in compliance with Regulation
596/2014 and the delegated rulings, with art. 132.@s. of February 24th 1998, n. 58 and with tbeaurrent or
alternative procedures as described in all’aré-ii4, sub-section 1, letters a), b) d-ter) and art.-li44 sub-section 1-
bis of the Regolamento Emittenti Consob 11971/1998thin 18 months of January ‘172019, treasury stock
representing a number of ordinary shares whichnincase, considering the shares which will be keftie portfolio,
may not be in excess of the fifth part of the apitock, in compliance with the regulations anddaat a unit price
which is not less than the nominal value of 0,1&dzpoint thirteen) Euros and not greater than ntioa@ 10% (ten
percent) of the official trading price on the daggeding the purchase.

2) to authorize the Board of Directors to put battk circulation, sell or transfer the stock wittifi (ten) years of the
date of purchase, in one or more installments,@ice or equivalent, which is not less than 95%€ty-five percent)
of the average of the official trading prices régjisd during the five days preceding the salefoalthe purpose and
with the methods, terms and conditions which tharBl@f Directors decides to set at the time ofsthle or transfer and
in complete compliance with of the laws in force.

3) to assign this task to the Board of Directord,appresenting it, the president and the execiitdard members and
with the power to delegate to third parties, in ptiance with UE Regulation 596/2017 and art. 132.§s. 58/98, with
all of the procedures necessary to guarantee ¢ygdlitreatment among the shareholders, in compdawith the
regulations set by the Consob.

At this time EI.En. SpA does not possess any tmgastock.

I) 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 Directorislwimclude 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 deelicad the Board
(Section 4.1).

* k *
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3.0 COMPLIANCE (ex art. 123-bis, sub-section 2, l&r a), TUF)

Until the ordinary stock of the Company. was quatedhe stock market organized and managed by dinsaBtaliana
S.p.A. on December 112000, apart from any legal obligations and/or tatipns, compatibly with its size and
structure, the Company acted in accordance witlstiggestions and recommendations of the Code,ibditie original
version of 1999, as well as the subsequent revdaaddnodified versions.

The present version of the Code (July 2018) is swiblee to the public at the web site
http://www.borsaitaliana.it/comitato-corporate-govence/codice/codice htm

The information in compliance with art. 123-bispssection 2, letter a), TUF is contained in theted and pertinent
sections.

* k *

Neither the Company, nor its subsidiaries are sildgenon-Italian laws which influence the struetaf the corporate
governance of the Company.
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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 eotedl by means of a vote from lists and is goveitnedrt. 19 of
the company statutes. This article has been mod#feveral times in order to adapt it to the regbateanges 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 th&egolamento Emittentand then by the assembly held on
October 28 2010 in compliance with art. 14@k sub-sectiori-bis introduced most recently by art. 3 D. Lgs. January
27" 2010, n. 27 and by the one which met on Ma¥ 2812 to adapt it to art. 14@+, sub-sectior-ter, as well as the
regulations for the activation as per art. itleciesof theRegolamento Emittenti Consalegarding the respect of the
balance among types in the compiling of the litsamdidates as well as in the composition of théytelected and in
the replacement of members who 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¥. Jihe 2012, n. 91,
removed from the text of the by-laws the prohilritioom withdrawing the certificates before the negivas held.

At this time, in relation to appointments and cosipon, the text states as follows:

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

a) a list containing the names of the candidatestlie position of board member numbered progregsiaed 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 Governamfce
the companies quoted on the stock market promgtd&btsa 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 adequadeates for the proposal of their candidacy; a cortgleurriculum
vitae of each candidate from which it will be pbssito 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 thlaree candidates must take place observing thelatigns 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 thespreation of a single list and each candidate camphesented in
only one list, otherwise he/she will be consideirggligible. The partners who belong to the sam®mipact 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 regulationssiclering the capitalization, floating funds andrmsship of the
companies quoted.

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

The board members are appointed by the ordinargragdy on the basis of the lists presented by tingis 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 gtsch have received the most votes and, in any, eapercentage
of votes which is at least half of that necessarytte 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 nez¢he same number of votes, the entire ordinasgrably must vote
again and the list which obtains a simple majodfywotes will be elected.

If, within the established term, no list has beeespnted, 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 votés, 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 resmbay 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 mustpkdce 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, tpai@t together with the list, a declaration whid@ntnstrates the
absence of connections, even indirect ones, asapierl47ter, sub-section 3 and art. 14dinquiesof the Reg.

Emittenti Consob, with shareholders who detain, even jairglgontrolling equity or relative majority whiclarc be

identified on the basis of the “communication ajrsficant equities” as per art. 120 or of the pcdlion of company
pacts as per art. 122 of the same decree.

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 aofdgzional 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.).

Except for the regulations stated in Art. 19 of tfive mentioned statute, EI.LEn. Spa is not subjeaty other 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.

The company by-laws do not contain in particulgutations related to modifications in the by-laws.

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 af tbmpany.

The Board has also based its evaluation on thetfattover 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 temporary rephaeat in case of necessity.

These considerations and evaluations have beeirroenfby the appointment of a General Directoraasiary ¥ 2017
who still occupies this position.
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4.2. COMPOSITION (ex art. 123-bis, sub-section 2etters d and d-bis), TUF) — ART. 2
CODE

Current members of the Board of Directors

The current Board which will be in office until thapproval of the financial statement for the yedmicly ends on
December 312020, is composed of the following members:

Pfes'de”‘ and Managing Gabriele Clementi M 1951 Executive
Director 2000

Managing Director Andrea Cangioli M 1965 Executive 2000
Managing Director Barbara Bazzocchi F 1940 Exeeutiv| 2000
Non executive 2015
independent in
compliance
Board Member Fabia Romagnoli F 1963 with art. 147-
ter TUF and
art. 3 of the
Code
Board Member Alberto Pecci M 1943 Non Executive 2002
Non executive 2000
independent in
compliance
Board Member Michele Legnaioli M 1964 with art. 147-
ter TUF and
art. 3 of the
Code

The number of board members was established dsysixe shareholders’ meeting which met on Aprif'2D18 and
which elected the current Board.

The Board was elected with 57,364% of the votingiteh by the shareholders’ meeting held on Apri'2018 and,
after the vote of the Board of Directors on May'P®18, is made up of executive and non-executiverbees who, in
order to carry out the consulting and proposingcfioms of the Board, are organized in three conemt one for
controls and risks, one for remuneration and on@doninations and 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 sisequently elected.

The list was presented by the partner Andrea Céingid contained the names of all the members et
subsequently elected and shown in the chart above.

The personal data of the board members electecboih2¥™ 2018 is listed below:

GABRIELE CLEMENTI — chairman and managing directétthe board, born in Incisa Valdarno (FlorenceYaly 8"

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 foumda centre for experimenting applications of béalical 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 timgh¢odirection and management of EL.LEn. S.p.A anthefGroup in
which he has several different positions. Since9l98ar of the transformation of the company imio(@&mpany with
limited responsibility) he has been chairman of Bward of Directors. Since 2000 he has also beemagiag director
and is in the board of some of the companies oBtmip. In 2017 he was conferred the titl€Cafvaliere del Lavoro.

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 mdtaied a
centre for the experimentation and application iohiedical equipment and then, with G. Clementi,nfbed EI.En.
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S.p.A. As director, she has been involved full timehe management of the company since its foundsince 1989
she has been on the board of El.LEn.and she idasiohénistrator and president of the boards of sofriteedcompanies
in the Group.

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 managing director of the Company and presideftoard member of numerous companies belonginteo
Group.

ALBERTO PECCI — non-executive board member, borRistoia on September "18943. He received his degree in
Political Science and after a brief experience waglat the BNL bank USA, he was dedicated to LaidfiPecci, of
which he is president, as well the other compaoidke textile group of which the Lanificio is patecompany. He was
appointedCavaliere del Lavordn 1992, and was Vice President (1988-1993) aed fAresident (1993-2002) of La
Fondiaria Assicurazioni; he has been a membereoBitard of Directors of Mediobanca, of AssicuraziGenerali, of
Banca Intesa and of Alleanza Assicurazioni. Hauisently a non-executive vice president of the BloairMediobanca
S.p.A, a company listed on the Italian stock ma(Betrsa Italiana). He has been a non-executivecooember of the
Company since 2002.

FABIA ROMAGNOLI — independent board member, borrPirato on July 14 1963. She has had a vast professional
experience, including, from 2006 to 2012, being ember of theCommissione Formaziorgell'Unione Industriale
Pratese(Confindustria); in 2012 and 2013 she represetitedUnione Industriale Pratese in the internatiaatibn,
and since 2013 she has been president of the @a&sparmio di Prato. She has been a non-exexitidependent
board member of the Company since 2015.

MICHELE LEGNAIOLI — independent board member — bamrFlorence on December 19964. He has had a long
professional experience including, among otherimgogresident of Fiorentinagas S.p.A, and Fioragas Clienti
S.p.A, Gruppo Giovani Industriali of Florence, oa@l vice-president of the Giovani Imprenditori @dnfindustria,
since May of 2003, a member of the commission aofifddustria, from April 28 2004 until 2010, president of the
company Aeroporto di Firenze S.p.A which is quatedhe Italian stock market.

Non-executive independent board member of the Caynpmce 2000.

Number, composition and length of term of the Babof Directors

Art. 19 of the Company By-laws states that the Hoafr Members must be composed of a minimum of tlamee a
maximum of fifteen members appointed, even amongpartners, by the assembly which will, on eachasim,
determine the number of members.

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

In compliance with art. 2 of the Code (principl€®2..), the present Board of Directors of El.Enpapted on April
27" 2018 is composed of executive directors (includirgpresident) in compliance with applicationemia 2.C.1. and
non-executive members: of the six persons thatnare board members, three directors including thesigdent are
executive members (Clementi, Cangioli and Bazz{csince they have authorized signature and threenégnoli,
Legnaioli, Pecci) are non-executive.

During the meetings held on March™4he Board conducted a self-evaluation on thetfaning, considered efficient,
on the size of the Board, on the composition, lati@n to what is stated in the By-laws and thgutations as well as
the Code, and the areas of professional competsfrtbe members of the Board.

The self-evaluation process is repeated once a year

(2.P.2 e 2.P.3) As far as the non-executive meméersoncerned, to their activity as Board Memlileey dedicate
adequate time and personal commitment so as tdagdlyshave an active and knowledgeable role inab&emblies
and board meetings and on the committees of wiiet &re members. In fact the two independent adirénors and
the non-executive Board Member, Pecci, throughr thesiduous participation in the work of the conteeis of which
they are members and at the board meetings aretldiiavolved with the issues of remuneration aiydtems of
internal control and risk management and of thepmsition and the adequacy of the administrativeoization.
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The positions held by non-executive directors lmeotcompanies are shown on the following chart:

Michele Legnaioli * None. 0
Fabia Romagnoli * Managing director of MariplastO
Spa

e Sole director of Goldplast s.r.l.
e Administrator of Interporto della
Toscana centrale s.p.a.

Alberto Pecci » Executive President of Pecgil
Filati s.p.a.
e Executive president of Toscofin
s.r.l.
« Sole Director of Immobiliarg
Centro P s.r.l.

* Sole Director of Enrico Pecq
s.a.s. di Alberto Pecci & C.
*  Sole director of SMIL
* Sole director of Cellerese s.als.
di Alberto Pecci & C.
e Board member of Alberghi
Pratesi di S. Cangioli e C.s.a.s.
e Sole director of Camporg
Immobiliare s.a.s. di Alberto
Pecci & C.
* Executive vice-president df
Immobiliare Marina di Salivoli
s.r.l
* Non-executive board member pf
Rimigliano s.r.l.
* Non-executive board member pf
Ego s.r.l.
« Non-executive vice president of
the board of Mediobanca S.p.A

Diversity policies and criteria

Following a proposal by the Nominations Committe@iol had been formulated after the meeting heldNomember
10" 2017 and represented the conclusion of resolutibashad been initiated in 2017, on Novembel 2017 the
Board of Directors approved the formulizing of tRelicies applied in relation to the compositiontleé commissions
of EL.LEn. S.p.A. Politiche applicate in materia di composizione degbani di EI.En. s.p.ahenceforthreferred to as
the “Composition and Diversity Policy”.

Besides compliance with the law and various seagnogulations that are applicable, the objectipessued by the
Company by issuing the “Composition and Diversit}i&/” are as follows:

a) to guarantee the efficient management of thegamy and the industrial Group that it heads (“tleup”);

b) to create value for the shareholders over a toitbng-term period;

c) to make the activities of the Company and theursustainable over a mid- to long-term periodhwéspect to the
stakeholders.

The Board
As far as the Board is concerned, the “Composiéind Diversity Policy” besides the provisions in giitative terms
set forth in art. 19 of the by-laws — and listecharagraph 4.1 above — and the indication thaptheent number of
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board members (6 members) guarantees both theoéakebate and the speed of deliberation, in quaiéaterms
would hope that the Board be composed of the foligwypes of members:

1) persons who are fully aware of the tasks angomsibilities inherent to their position as well the& power and
obligations inherent to the functions that each tmemhas been called to perform;

2) persons with competence and professional gesilttiat are diversified and suited to the rolbalayed, also as
members of internal commissions of the Board, alifhiated in relation to the size and operatingrahteristics of the
Company, in consideration of both the theoretiGtkground acquired during their training periodvadl as their
practical experience.

We believe that, in order to become a member ofBihard, a sufficient indication of professionaliswould be that
they have a good knowledge and experience prefenabit least two of the following fields:

- experience in company management arghnization acquired from a lengthy activity in accountingamagement or
control in companies or groups of a size similathimse composing the Group;

- ability to read and understand the data containefinancial statements that have been drawn up edited in
conformity with the same standards as those usedhéyCompany and the Group: acquired from a maléry
experience in administration and control of largenpanies or companies quoted on the stock markefegsional
experience or teaching at a university.

- competence in the corporate environment (interoahtrols, compliance, legal and company complianete)
acquired through experience in auditing and managémrontrols conducted in very large companiesn@sadhat ate
guoted on the stock market, practicing a profesdiaotivity or teaching at a university;

- knowledge of the foreign markets to which the Groiugcts its products acquired through multi-year professional or
entrepreneurial activity in a company or group ohgpht an international level and in a sector ssmtb that of the
Group.

- knowledge of the market mechanisms of the sentavhich the Group operatescquired through multi-year
professional or entrepreneurial activity condudtethe technological sector in which the Group epes.

- technical now-how in the sector in which the Groyperates acquired from long-term activity in a company
operating in the same technological sector as EEGnA.

The Board of Directors would hope that all of theas of competency listed above would be repredenteghe
administrative body since the simultaneous presehdéverse backgrounds is a guarantee that theusprofessional
experiences will be complementary and promote tfi@ency of the work of the Board.

In particular, we believe that the diversity in #reas of expertise both within the Board of wtitedy are a member as
well as for the decisions that are made, may éffelgt contribute to the analysis of the differessues and questions
from different perspectives and promote debateherbbard since this is an essential instrumenpdosuing the right
strategies and assuring an effective running ofXbmpany and the Group.

In relation to the Board Members who can be qualifas independent in compliance with art. 147gebsection 4,
TUF and Art. 3 of the Self-disciplining Code, it uld be opportune that at least one of them hayeeaific experience
in presiding over the Controlling Bodies or Comruss for Internal Controls and Risks of listed canis of the
same size as ELEn. S.p.A. or that they have worketthe administrative bodies of banking, finandaalinsurance
institutions so that they can contribute effectvl the management of the risks to which El.Emexjsosed.

3) persons with personal characteristics that arsistent with the requirements for good governafdbe company
and a series of subjective requirements which aitedsto guaranteeing the efficient functioningtiedé body to which
they belong.

4) persons who are able to dedicate adequate tcheesources to the complexity of their task, wisiié respecting
the limits in the accumulation of assignments impbance with the law and the resolutions takerEh¥n. in this
regard.

5) gender diversity — meaning that at least oire tf the members must belong to the sex leasessmted — for the
purpose of bringing to the Board a new approachdiffierent vision to the various issues and the agament in the
broadest sense of the Company.

We believe, in fact, that besides the diversitpiiafessional background and age, the gender diiatidn which has
been implemented by ELEn. since their foundingl®81, guarantees that the different attitudes amethods of
approach to issues which certainly characterizetwloesexes, contribute effectively to a balancechagement of the
Company and of the Group;

6) age diversity, for the purpose of promoting dy@amics of the Board by including the particulaalities, in terms
of analysis and management of the issues whicHfsdad by different degrees of experience and ciypdor
initiative and purpose.

7) persons who possess the qualities of hononabiitdescribed in art. 147-quinquuies TUF.

8) persons who are not in a position of incompbiyhi or so-called interlocking, i.e., who are nekecutive
administrators of other Italian companies not bgiog to the Group and in which one of the admiaistrs is a
member of the Board of EL.LEn. S.p.A.
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The requirements listed above must be possessedthythe executive and non-executive members whticigate in
all of the decisions made by the entire Board aedcalled upon to play an important role in theateland monitoring
of the choices made by the executive components.

The level of authority and professionalism of thentexecutive members must be sufficient to carry the
increasingly important tasks needed for a healthg prudent management of the Company and the Giribug:
therefore fundamental that the group of non-exgeuioard Members have an adequate knowledge diubimess in
which the Company operates, of the dynamics of itagket on which it is active, of the regulationsated to
companies listed on the stock market and, aboy®fathe methods used for the management and dmftresks and
conflict of interest.

Moreover, in compliance with Art. 147-ter, sub-sact4 TUF and Art. 3 of the Self-disciplining Codesince El.En
belongs to the STAR segment of the Italian stockkdia— and with Art. 2.2.3 of the Market Regulascand with Art.
IA 2.10.6 of the Instructions for the Market Redidas, the Board of Directors must include amosgiimponents an
appropriate number of independent administratdrkeaest 2 for a board of up to 8 members, at I18dst a board of 9
to 14 members, at least 4 for a board of more tdamembers.

An administrator may be qualified as such on thie¥ang conditions:

a) he/she does not control directly or indirectiither through subsidiary companies, trust corpomat third
parties, equities in held through company agreesyé¢im¢ EI.En. Company, nor does he/she have disamti influence
over the Company.

b) he/she, in the last three years, has not Heddposition of president of the Board of Directdeesgal
representative, executive administrator or managger strategic responsibilities in the EI.En. Compar in one of the
subsidiaries with strategic importance.

C) he/she , during this year or last year, hashetd, even indirectly (through subsidiary compardesl/or in
which he/she has a significant or executive pasjticelations of a commercial, financial or profesal nature with the
El.LEn. Company or its subsidiaries, or with impottaxponents of the latter.

d) he/she, in the last three years has not beetogatpby the EI.En. Company or by one of its suiasids, or by
an important representative of the latter (predidéggal representative, executive administratognagers with
strategic responsibilities) , by a shareholder spda} or juridical person or group of shareholdeet control the EI.En.
Company or its important representatives.

e) he/she, in the last three years, has not redefrom the EI.LEn. Company or from one of its sdiasies,
additional remuneration, even in the form of e@sitor stock options related to the performancé@®iQompany, other
than the normal remuneration as non-executive adtrator of EL.En.

f) he/she is not an executive administrator inther company in which an executive administratore. En.
has an administrative position or is a member cddministrative body.

0) he/she is not a partner or an administrator @bmpany or an entity that belongs to the netwdrkhe
company hired to audit the accounts of EI.En.

h) he/she is not the husband/wife, common law spaur domestic partner or relative up to the fodebree of
the person who is in one of the conditions desdrihghe letters above.

Board of Statutory Auditors

Please refer to paragraph 14.0 regarding the catigposf the Board of Auditors.

The methods for implementing the policies describbdve consist in the expression to the sharehgldiering the
meeting for the appointment of the administratind aontrolling bodies, of an orientation which @nsistent with this
policy and in the verification both during the dlen and, periodically later on, from year to yearing the self-
evaluation of the Board of Directors and the evidduaof the requirements for independence of tharBmf Auditors,

that the above mentioned policy is being respeloted in terms of composition and function.

In relation to the verification of the objectivdsat have been reached, the evaluation is madedswvirsj the result of
both the EI.LEn. Company and the Group during ttemgnation of the level of achievement of the objes at the
time of the procedure for the approval of the insenbonus which is paid to the board members anithé General
Director.

The Company will modify where necessary, the Contjprsand Diversity Policy in due time for the reva of the

Company positions on the expiration dates for thpse of taking into consideration the modificationade to art.
147- ter T.U.F. of rt. 58-sexies, sub-section Lefjislative Decree 124 of October"™8019, converted with of L. n.
157 of December 192019 and then by art.1, sub-section 302 of Law @6Mecember 27 2019 in the text
republished in the G.U. no. 13 on Januar{) 2020, which states that “ the criteria of a disisif two fifths stated in
sub-sections 302 and 303 must be applied staiitisigviith the renewal of the administrative and tcolting bodies of

the companies quoted on the regulated stock maftestthe date that this law has come into fordeijerthe division

of at least one-fifth stated in art, 2 of law 120 duly 12" 2011, for the first renewal after the date of stert of the

negotiations.
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Maximum number of positions which can be held in dier companies (I.C.3)

During the board meeting held on MarcH"12018, also for the purpose of supplying indicadiom the shareholders
who have been called to appoint a new administdtiedy during the meeting held for the approvathef financial
statement for the year ending on DecembérZM7, the board members confirmed what they haady stated in the
past in relation to the maximum number of positiassdirector or auditor which EI.En. directors ebbbld in other
companies that are quoted on the regular Italiahfareign stock markets, in financial institutiodenks, insurance
companies or others of significant dimensions. Byithis 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 positiaese held as well as the eventuality of their hglog 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 conegt, after the approval of the shareholders’ mgetine board of
directors, using the regulatory recall method, ritezk into art. 25 of the statutes, the further fmivhich were
introduced by art.. 14ferdeciesss. of theRegolamento Emittentssued by the Consob in compliance with bis8-
TUF, in addition to the previously established mawin limit of five positions as acting auditor inajed companies.

As far as the Company is concerned, as of Dece®Be2019 none of the current board members or auditass
exceeded the maximum number of positions.

Induction Program

As already mentioned, the current executive membgthe Board conduct their activity every day la¢ Company,
and two of them, the President and the Board MerBlgrzocchi, who were the partners who founded thigany in
1981 and since then have been directly involvethénoperating management of the Company and thapGeach in
his/her own area of expertise. Since 1992 Andragyioh has been a Board Member and since 1996 niagalyector
of EILEn. and of numerous other companies of theu@r Executive board member Pecci and independesutdb
member Legnaioli, besides their technical competeaica company and corporate level, have by novwadoover a
decade of experience within the Company througlir th@nstant presence on the committees that werated in
September of 2000. Board member Ms. RomagnolaHasg professional experience in management antiats.

As far as the members of the Board of Statutoryitbusl are concerned, all of them have an exceptimthnical and
legal background and experience, and they alse,tlike President were present at the founding oCivapany and
since then have sustained it, or as in the caffeedivo acting auditors, or they have been invofieedver a decade in
the internal controls of the Company where theyehaorked with dedication and commitment.

During the board meetings as part of the regulandg, the new changes in regulations and self-gogpractice for
the sector in which the company operates are allaggated.

During the board meetings, through the intervenbbthe president of the technical- scientific coission of EI.En.
therefore, the program initiated in 2016 was camth with an aim to increasing the knowledge ofriba-executive
members and the auditors in the field of the ojrgedind development sectors of the activity of @mmpany and the
Group with the illustration, of the areas in whitte company is already well established and thosehich, with
reference to the medical sector, it intends to n@kentry and illustrated the outlook for the indias development of
research activities that are already in existence.

Moreover, during the period in which reports weresented to the Board by the board members comgeithie
functions involved in drawing up the financial refsoand up-dating the internal regulations aftedifications that
were significant for El.LEn. had taken place (like managing director, external board committeepe&ising body D.
Lgs. 231/2001, Management of confidential informatiData protection Officer) these subjects prodegdnaking
use, where necessary, of the collaboration of #uveesary of the Board, the lawyer, in order tosifate to all of the
board members the new regulations that govern #uotivities.

In particular, this year the induction program feed on the modifications made to the set of remgulatof EU
directive 2017/828, the so-called Shareholdershiigl which modified the EU directive 2007/36 E@dahe related
ltalian laws for implementation (D.Lgs.49 of May™@019, L. October 22019, n. 117) which effect the corporate
governance.

Generally speaking, the initiatives that have ka&en in relation to the induction program are Hase the seniority of
the board members, on the basis of consideratitishvare considered relevant in the presenceludtantial changes
related to the regulations being referred to as pathe operations of the Company, self-regulationd corporate
structure.
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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 rBoia the body to which the most ample powers dafirary and
extraordinary administration are conferred and Wiscresponsible for the management of the company.

In conformity with principles 1.P.1. and 1.P.2, amith art. 20B of the company by-laws, the Boar@ets normally at
least once every quarter in order to receive infgirom from the delegated bodies and, also, to imftre Board of
Statutory Auditors, not only during the verificatigphases, on the activity conducted in relatioth® operations of
major economic and financial importance made bydmmpany and by the subsidiaries, as well as tesactions
involving potential conflict of interest, those Witelated parties, and those which are atypicahoisual with respect to
the normal operations of the company.

The fixed schedule for the meetings is planned sstoaassure that the Board of Directors is ableaiwy 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, csg¢héhose which are
subject to activities of management and coordinatihich usually include among the components off tlespective
controlling bodies one of the executive board memlifencot the president of EI.LEn. or, in some ca$ies president of
the scientific-technical commission of the Company.

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 prevision that the incumiteyatd 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 sidorses (1.C.1-
letter f), usually in advance and, in any caseuigent cases, before the next meeting of the Boetdonly is required
by law in compliance with 150 TUF in relation toetBoard of Auditors, but is part of the policy atating all the
conditions necessary so that the Board can evalhateverall results of the management and perdigicompare the
results actually obtained with those programmeg@.(llett. ) as well as evaluating the reactiorthef management
towards situations in potential conflict of intetrels particular, in view of the future approval by Board and, as a
preventive measure, the executive board membecgmpliance with art. 20 E mentioned above, mustnputly report
the operations in potential conflict of interesipde with related parties, as well as those whiehagypical or unusual
with respect to the normal operations of the corgpan

During the financial year 2019 the Board of Direstmet five (5) times on the following dates:
1. March 14"
2. May 15"
3. July 19"
4. September 12
5. November 14

For the percentage of attendance at the meetintfseahdividual board members, see the relativatdiiathe end of
this report (1.C.1. lett. I, n.2).

The average duration of each meeting this yeara@abours (1.C.1, letter I, n 2)

During the financial year 2020, the Board of Dimesthas met on the following dates:

1. March 13’
and, on November 142019 established the following calendar of meetifig compliance with the company
regulations (1.C.1.letter i):

2. May 14" - Quarterly report as of March $2020;

3. September 12 — Half-yearly report

4. November 1% — Quarterly report as of Septembel"3020.
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 informatiorpdied to the Board so that they can express indorrand
knowledgeable opinions on the subjects to be désxljsart. 20 A of the company by-laws states ti@aptresident must
take measures to make sure that all of the mendfdre Board are supplied, at a reasonable timé iweldvance of
the date of the meeting (except for reasons ofgsige privacy or urgency) all of the documentatamd information
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necessary related to the subjects to be discusgbdubmitted for their approval. In practice, idl@rto assure that the
pre-meeting information sheet is delivered rapidlyd completely, we send the documentation neededhto
discussion of the subjects as part of the ordéhefiay of the meeting, either dispatcheevi manuor by e-mail to all
of the board members and members of the Boardatfitety Auditors (1.C.5). During this year we preded with the
implementation of a system which would make alttef necessary documents available using a digasfiopm with
reserved access protected by authentication oénteds.

At this time the availability of the documents istmletermined abstractly but evaluated by the Beesiin relation to
the subject for which the documents to be transuhiire instrumental and relevant.

The meetings are organized in such a way thagvery subject that is included in the order ofdag, enough time, in
the opinion of the entire board, can be dedicatedrder to give a full explanation of the proposaisl to conduct an
adequate debate to which all of the board membamscontribute effectively. In particular, the coetginess and the
detail of the speeches made during the board ng=etiry the participants (president, managing direajeneral
director and other executives called to explainrtideas by the president) will enable all of theald members,
including the non-operative ones, to deliberatarinnformed and knowledgeable fashion.

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

scientific commission of EI.En., usually invited the president, participates in the meetings oBtbard as well as the
General Director so that he may report on the nissines regarding the management, and the prinleigal counsel of
El.En, also secretary of the Board, in order tasiflate changes in regulations and, when deemexsseny in order to
describe and to illustrate subjects to be discudssdday of a purely technical nature, the direofdnternal functions,

an executive or professional of the type considenedt suitable.

In order to formally acknowledge the recommendatiohthe Code, even though this occurs normally, Gompany

voted to recognize in a by-law (art. 20) the faguhat the President of the Board of Directors ttasequest that
managers of the company, the subsidiaries or thecaged companies, who are responsible for p#aticectors that
needs to be dealt with, attend the board meetimgsder to supply the opportune information on shejects on the
agenda (art. 1, applicative 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 tretheé @hanagement
with particular reference to situations of conflidtinterest;

- the study and approval of the strategic, indaktand financial plans of the company and of thecstire of the Group
of which it is the leader (1.C.1. letter 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.5)

- the determination of the amounts of remuneratibthe delegated bodies, of the president and daedomembers
charged with special tasks and, in the case thatatfsembly has not already taken measures in itigistidn, 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 operat of major strategic, economic, and financiapamance (1.C.1
lett. f), with particular reference to the operasionith related parties, to those in which a baasinber has personal
interest for himself or for a third party or thaeatypical or unusual.

- the verification of the adequacy of the type aimk of the organizational, administrative and gahaccounting
structures set up by the delegated bodies (1.@ek ©);

- 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. 1%4s TUF).

In implementation of the functions attributed tertinby the above mentioned regulation, the Boardutfh the activity
initiated and coordinated by the Controls and RiSksnmission and the Board of Auditors as well astihlf-yearly
written reports presented by the internal auditad &y the executive officer responsible for theparation of the
financial statement of the company, had evaluatethd the meetings held respectively on March 2819 (related to
the activities of the second half of 2018: verifioca of the functioning and suitability of the imbal controls and risk
management system with reference to the area ofafiion of the financials; updating of the matrixtbé area subject
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to control and the control activities that have rbeenducted and/or scheduled; the analysis of tha af human
resources with reference to the methods for thetiost of the job consultant and implementation sfrajle integrated
instrument for the management of the human reseurt® activities conducted as part of the L. 262/ of

September 122019 (referred to the first half of 2019; updatisfthe matrices of the areas subject to contrd| the

control activities that have been conducted anstbeduled; analysis of the methods for managingtéa of supplies
and scheduling of purchase: verification of thectioning and suitability of the system of intermaintrols and the
management of risks with particular reference t® drawing up of the financials; activities conddcte compliance
with L262/05; the adequacy of the organizatioadiministrative, and accounting systems of the Camypehich have
been set up by the executive administrators witttiqudar reference to the system of internal cdstrand risk
management (Applicative criteria 1.C.1, letter 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.&ttdr c), the Company, as part of the activitrs. 262/2005, again
in 2019 EI.LEn conducted a re-examination of thenpeter of scoping which, although the scoping & tompanies
subject to control was the same, we proceeded ifgnthe perimeter of the processes tested wiferemce to the
company Cutlite Penta S.r.l.

The companies that have been selected as sigrificathis financial year are: Deka Mela S.r.l, @atPenta S.r.l.;
Quanta System s.p.s., Asclepion GmbH, With Us Qd.,Penta Chutian Laser Wuhan Co Ltd., and Peatsel
Wenzhou Co Ltd. The Esthelogue S.r.l. company liscsed as relevant only for conducting, specifistdeon single
areas of the financial statement.

The results of the activities conducted this yeat af the tests which were conducted have been suwized, as usual,
in the written reports and were shown and illustlato the Committee for controls and risks andhi Board of
statutory auditors acting as a Committee for irdkoontrols in periodic meetings.

The Board evaluates the general trend of the mamagieon the basis of the information received ftbm delegated
bodies and at every board meeting and chargedthétlapproval of the financial reports for the pdrand therefore,
every three months, compares the results programviitbdhose actually achieved. (Applicative crigefi.C.1., lett. €).

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 Compaspqlicative criteria 1.C.1., lett. f).

During this year with reference to the acquisitmnthe subsidiary Ot-las E.r.l. of the minority é@gun the Chinese
subsidiary Penta Laser Wenzhou, Ltd. which hadyaifstant financial effect on the Group and consagly on the
Company, there was a resolution taken by the Bo&mirectors similar to that taken by the subsidiarich the
concretely concluded the operation.

Art. 20 of the company, moreover, although it is fubject of specific Consob Regulations and ElsEatutes, grants
the faculty to the Board to examine and approvadwance all the operations of EI.LEn. and of it &libges in which
one or more of the directors have an interest eitbethemselves or for a third party. Moreovetticke 6 of the
internal regulations for dealings with related ertrequires that the Board Member who holds agrast, directly or
indirectly, must inform the Board in advance andnttabsent themselves from the meeting, exceptaseticases in
which they have to remain in order to not comprentfsee quorum, in which case instead of absentingélif/herself,
he/she must abstain from the vote.

Article 6 of theRegolamento Parti Correlatewas subjected to revision and, in the meeting lbeldarch 14, the
Board decided to modify it permanently so that ifierested party, before the vote, must inform bloely that is
competent to discuss the nature, terms, origineateht of its interest and the independent boanthinezs have, where
necessary, the power to ask that the meeting begpqrosd until they are able to obtain and examihéhal additional
information that they deem necessary.

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.

The identification of the operations which havetigatar strategic, economic or financial importangsessigned is to
the delegated bodies which conduct the daily mamagé of EL.LEn. and, in the opinion of the Boardyéall the
characteristics required for evaluating these cdsefact, despite the fact that, in abstract, thaye all the necessary
powers to conduct any operation, they proceed bgtemtly bringing to the attention of the Board &oidthe approval
of the latter, all the operations of particulaméfigance.
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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 openadi of major
significance as defined by the Consob inRegolamento Parti Correlate Consofttachment 3.

The Board evaluates the size, composition and ifumag 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 etattof the committees (Applicative criteria 1.Cletter g) and, later
on, repeats the evaluation procedure annually. €kémination is preceded by an analysis of the owmitipn and
functioning of the Board conducted by the NominagicCommittee in a special meeting. During this ingethe
Commission evaluates the competency of the mendfdie Board and the conformity of the compositinmelation
to the regulations and the company by-laws.

Once a year, the Board usually proceeds with tladuation of the presence of the requirements cfpeddence for the
independent Board Members considered sufficiert elsjuantitative terms in relation to the By-lavlse Code and
the TUF.

During the year this evaluation was conducted omckld4". Every year it is conducted on the basis of thaluation,
first by the Nominations Committee and later by Bward on the basis of several different factdes the results of an
interview in the form of an anonymous questionnaitgich is filled out by the non-executive indepemidbéoard
members and by on the functioning of the Board;cii@parison of the composition of the Board wita tontents of
the regulatory and self-disciplining rules and themposition and Diversity Policy adopted by the @any; the
observations on the trends of the Company andeoGitoup even in the interim period, the result&eims of company
objectives.

Bearing in mind the proposal formulated on thisjsabby the Nominations Committee which met on Miat&", the
assessment had a positive outcome, with the pesitiucome of the examination conducted by the Bdardhe
appointments held during the meeting in Ma 2618 and the unchanged composition of the Boartthatrdate.

In particular the Board established that the curBoard is in conformity with company by-laws aredjulations which
reflect the requirements of the Composition andebsity Policy adopted by the Company and suppledhe

shareholders in their reports and during the slwddehs’ meeting concerning the dimensions and caitipa of the

Board also in terms of professional figures ancediified skills believed to be, since they are clementary, useful
for the efficient running of the Board; that thelightions set by law concerning the balance inrdg@resentation of
genders and the presence of independent membezdkan respected; that the delegations of powdsa#d for the
purposes of the correct functioning of the lattélt avoid an exclusive concentration of positionggowers in the
management of the company directed by the Presittexttthe appointment of the internal commissiiois which it is

divided are in conformity in terms of the requirertseof the members as described in the Self-disdig Code.

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 theraby of the derogation of the prohibition of cortifien, 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 nseeg as long as the concurrent activity is condlib&cause of having
the role of member in one of the administrativeibsdn one of the subsidiaries. This authorizai®fimited to the
area of consolidation.

The Board, first during the formulation of the pospl to the shareholders and later, at the shatetsdlmeeting,
evaluatech priori that the assumption of office as part of the afeeonsolidation must take place in the intereghef
parent company for the purpose of coordinatingstitesidiaries.

4.4. MANAGING BODIES

Managing Directors

The Board of Directors now serving, elected by shareholders’ meeting held on April 22018, appointed from
among its members, three executive members, ondich is also the president. Through a resolutibthe Board on
the same date, these members acquire, separaietyefich other and with individual signature, a8 tirdinary and
extraordinary powers of administration for the coctibn of all activities that are part of the compapurpose,
excluding only those proxies the attribution of @lhis prohibited in conformity with law and the cpamy statutes

(2.P.45) The circumstance in which unlimited prexige conferred is related mainly, according tenaeterate usage,
to the exercising, in practice, of the powers daled according to a model that requires, on the fared, 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
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which he has been designated and, on the other, banffonting and cooperating with each other iergvoperation
which has significance or importance.

In effect, therefore, there is never a concentnatibcompany powers in a single individual as désct in principle
2.P.45, although each one could potentially achtbis In practice, although they have held a ménda executive
director since the Company was first quoted onsthek market in 2000, none of the three executerd members,
including the president, has ever become, nor aagethe sole and principal person responsibléhfomanagement of
the company. This circumstance was further re-eefbiby the appointment of a General Director (Chiefcutive
officer) effective starting January'2017, which, although it has not affected the ag@ment aspects from a strategic
point of view, has, in any case, been significarterms of the division of the operative managenpemiers.

For this reason the Board, after hearing the opioifothe Nominations Committee, during the anneéftevaluation on
March 14", by unanimous decision voted to not proceed with appointment of a lead independent director en th
basis of applicative criteria 2.C.4, but to adadieo delegating criteria.

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

recommendations contained in Applicative Criteri@.2., during the definition of the areas of cornspee pertaining to
the Board as per Art. 20 E, the company added @kpkference to the company statutes, the poggidility 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.6).

Chairman of the Board of Directors (2.P.6)

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 rnhems so that they can act and decide knowledgeaidy
autonomously.

Art. 23 of the company statute assigns the reptasen of EI.LEn to the president of the Board ofdators without any
limitations and, within the limitations of the pormgedelegated to them, to the members of the BofRirectors who
have executive powers.

In effect, to the president of the Company — GaerClementi — on account of the small/medium sizéhe Company
and the close collaboration, even in operationahse with the other two executive board membereceative powers
have been conferred which have a content and treadtiogous to those of the other executive dirscio fact, like
the other two executives, he conducts a concretelaity activity in the service of the company.

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

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

The chairman is not the principal, in the senstsole person”, responsible for the management d#rk] as explained
in the motivations given in the preceding paragrapth he is not the controlling partner of EL.En.

Information given to the Board of Directors

The delegated bodies refer to the Board concerthiagactivities conducted while exercising the pesxconferred to
them:

- normally, and at least, on a quarterly basis;

- when a significant transaction takes place witlategl parties or in conflict of interests, by cajlia special

board meeting.

During this year the delegated bodies reportedhto Board with a frequency that was even less thaarterly
considering the reduced frequency which was leas tuarterly for the board meetings which wereatffely held
besides those that were scheduled for the appodthé financial statements..
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4.5. OTHER EXECUTIVE BOARD MEMBERS

On the current Board of Directors there are noaflims which can be qualified as executive directoraccordance
with Art. 2.C.1, except for those listed in parggrat.4. above.

4.6. INDEPENDENT DIRECTORS

In its Board of Directors, currently composed of shembers, EL.En. includes two non-executive adstriaiors
qualified as independent in conformity with art814ub-section 3, TUF, reported in art. 147-temet 4, TUF, and in
conformity with art. 3 of the Code (3.C.3).

The election to the current Board of Directors abfa Romagnoli and Michele Legnaioli meant thatBloard now has
two independent members in compliance with artol$he company by-laws in conformity with art. 1##; sub-

section 4 of Legislative Decree 58/98 and art. 8 anteria 3.C.1 and 3.C.2. of the Code. During ¢fection of the
Board, the shareholders’ meeting decided that Hw that one of them, Mr. Legnaioli, had held thesipon of

independent director of the company for more themne ryears did not in itself constitute a relatidhaonature that
would exclude his fitness to be qualified as indejsnt director, considering the absence of anyrokimed of

relationship among those listed in art. 148 sultise@ D.Lgs 58/98 cited above and in criteria 3.6f the Code and
considering the recognized ethical character antepsional capacity of the person involved as aglihe continuation
of his independence of judgment and evaluation.

In compliance with art.144-novies Consob Regulaitor companies, the Company, at the time of thEoegment,
rendered public the outcome of the evaluationsheféxistence of the prerequisites in relation tcheadependent
board member.

On May 1%' 2018, at the first meeting after the election, l/iorming the internal commissions, the presenarp
with the approval of Board Statutory Auditors, disd that the requisites for independence existeelation to the two
non- executive board members elected as such @giple criteria 3.C.4.) and made this evaluatioovin with a
communication issued on the same date.

The independence of the directors is subsequertijuated annually on the basis of information af#di from the
directors themselves (3.C.4): according to policyfact, the company sends a questionnaire to e directors
qualified as independent which contains the detitaraoncerning the controlling, economic or pealaelations with
the Company, the Company’s subsidiaries or exegltoard members of the Company (3.C.1, 3.C.2).

The only element that is not taken into considerafor the purposes of evaluating the independéencelation to one
of the independent board members is the duratidgheofmandate. This position has been approvedégtiareholders
who, in fact, during the election, have been fulhformed concerning the seniority of the candidaté,the
circumstances in which Mr. Legnaioli has actedraiependent administrator of the company for moaa thine years
and that this does not in itself exclude his silitgtto be qualified as an independent adminisirain the absence of
any connectionor relationship between those thatisted in art. 148, sub-section 3 D.Lgs 58, 8dsiand in Criteria
3.C. 1 of the Code and considering the recognizkeida standing and professional ability of Mr.Legpli as well as
the permanence of his independence in judging aalliating.

During the approval of the financial statement264.8, the Board, during the meeting of Marcl' idfter gaining the
approval of the Board of Statutory Auditors, on Hasis of the information supplied by the independtrectors did
not find any variation in the conditions and thgquisites for independence in conformity with the lavith the statutes
and with the Code.

The Board of Statutory Auditors checked the corggalication of the verification criteria and prdoees used by the
Board to evaluate the independence of its membetésaued a positive result. (Applicative crite3i€.5.).

As far as Applicative criteria 3.C.6. is concerndd independent board members who, as mentioredaparticipate
in all three of the commissions created within Bward, decided to meet twice, on January 48d November 13
They discussed the analysis of the internal proeedaf the Company related to internal dealing toge related to
operations with related parties as well as isselegead to sustainability understood as a holisticcept of the Company
and driver of the management of the latter.

At the moment of the presentation of their candjdac the lists for appointment to the current Boatite two
independent administrators indicated their suiiighib qualify as independent both in compliancéwert. 148, comma
3 TUF, and with art. 3 of the Code and promised tinay would maintain their qualifications of indswlence for their
entire term or, if unable to do so, to resign (camirto art 5 of the Code).
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In the declaration which they renew every year,tf@ evaluation of the continued existence of trergguisites for

independence they are obliged to immediately infdrenBoard of Directors of any changes that migiehtaken place
with respect to what they had declared previously.

4.7. LEAD INDEPENDENT DIRECTOR

After an analysis conducted by the Board of Direston the basis of an opinion expressed by the Natioin
Committee, described in paragraph 4.4. above, EI¥pa believes that, at this time, a concentratibwompany
positions in a sole person has not occurred, ifioconty with principle 2.P.4. In fact, neither tipeesident or the other
two executive board members has ever effectivelgoime the sole and principal person responsible tifigr
management of the company. None of them, even ththay are all significant shareholders in comp&mith art.
120 TUF, is a controlling shareholder 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.
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5.0 TREATMENT OF COMPANY INFORMATION

The company information is managed by the EI.LEnm@any so as to guarantee the controlled circulatibthe
confidential information and the treatmet and diftun, in conformity with the laws now in effect, tfat which could
significantly influence the price of the financiabtruments that have been issued.

The treatment and the spreading of company infaomatccurs under strict control for the purposett@one hand, of
preventing the spread of information which couldnpoomise the legitimate interests of the Compang #s
shareholders and, on the other hand, guaranteerectmpportune and impartial communication to ket of any
information which, in accordance with Art. 7, El&dr 596/2014 and 181 TUF, could have a signifiedfgict on the
price of the financial instruments issued by thenpany.

Therefore, precise information which is not pulyli&hown and which, if rendered public, is of a matthat could
significantly influence the price of the financiaktruments, is divulged in compliance with Art. Rég. UE 596/2014
and Art. 114 TUF in order to guarantee the pagtinctuality and completeness of the information.

In particular, any news related to EI.En. is cdigfavaluated by the top management of the Comghay has been
assigned this task (FGIP), along with the employaed collaborators who elaborate the data and aereaof
information related to the company, first on thaibaf its nature — whether it is confidential @t A and, secondly as
to what is the best and most correct means ofreratt and diffusion.

The FGIP must report when needed and, in any eddeast once a year, to the Board of Directorsceniing the
activities they have conducted in reference tatbatment of confidential information.

As far as the internal regulations of the Compamycancerned, in 2007 with a resolution by the Bpahe Company
approved a special procedure called “Regulationshi® treatment of El.LEn. company informationRggolamento per
il trattamento delle informazioni societarie di Eh. s.p.d) with which, besides putting into practice thboae
mentioned policy for the diffusion of informatiothey intend to codify, in a form which is simplettsafe 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
fulfilling of the obligations imposed by law for gted companies, for the purposes of a correct gatidn of
confidential information which could be of intetrés the stock market.

Moreover, this document also includes the rulegHe institution and management of the registggesbons who have
access to sensitive information.

These regulations were up-dated in 2017 in ordetitgm them, as far as was compatible with the aiz organization
of the Company, to the regulations provided in RE&96/2014 and the Guidelines for the Manageme@affidential
Information issued by the Consob. When neededattaehment to these Regulations, which containednformation
sheet on the subjects entered in the registehptrpose of aligning them with the changes that dccurred in the
meantime, is updated.

As already mentioned, moreover, as provided fagioaily in conformity with articles 2.6.3 and 2.604 the markets
organized and managed by Borsa Italiana S.p.A. itheffect, starting in 2003, the Company had alyeadopted an
internal ethics code concerniilgernal dealing.

In 2006, after the modifications made on the TUFtly law on savinglLégge sul Risparm)oand the regulations
issued by Consob to implement them, the obligatomommunicate all operations made by significartijects as
prescribed in the ethics code became law, andHhteshold of the operations to be communicated wdsaed to
5.000,00 Euros; for this reason it was necessamdtipt a new text for the internal regulations \whieflected the
intervention of the lawmakers.

Since 2006 and then after several resolutionseBibard, EI.En, following the recommendations of$oltaliana, had
inserted into the new ethics code which was calhed‘Ethics code for operations performed on finahimstruments
of EIL.LEn. by significant persons” Codice di comportamento per operazioni compiutstaumenti finanziari di EI.En.
s.p.a. da persone rilevafitithe imposition on the significant persons anosen closely connected to them, as defined in
art. 152sexiesRegolamento Consob 11971/1999, to respect a blagkiod (which at the time was for 15 days) upon
the occasion of the approval by the board of ithenicial statement for the year and the relatiterinediate reports.
Later, after Reg. EU 596/2014 came into force,Gbee was aligned with the new regulations amongrdtiings, also
in relation to the modifications to Title VII, Pdtt of the Company regulations introduced by Cdnggth vote 19925
on March 22° 2017. With this resolution, in fact, they took adtage of the option provided by art. 19, parag@ph
Reg. UE 596/2014 which raised to 20.000.00 Eurgssaa the threshold limiting the obligations for aoomication.
Moreover, due to the adoption of European Regulaf®6/2014 which, among other things, introduced frimary
level the law which prohibits people who work in accounting, control or management function fromduating
operations for themselves or for third partiesdlyeor indirectly related to financial instrumerntthe Company in the
30 calendar days prior to the announcement of tenmediate financial report or final annual repgbet the company is
required to make public (the so-called closing g#¥i(see article 19, sub-section 11 of the MAR) @wmpany during
this year also extended this prohibition to therapgl of the quarterly reports.

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

The Board performs its tasks jointly.

In any case, for the purpose of allowing the Bdardeliberate with greater knowledge of the faatssabjects which
require particular preliminary fact gathering or delicate subjects which could be a potential sewtconflict of

interest, since the year 2000 El.En. has made usee® external Board committees (nominations cdtes) controls
and risks and remuneration) which have the funatioproposing and consulting. The Committee fortome and risks
acts also as a commission for the related partidsf@ sustainability issues, as better describeithé relative section
of the Report.

The Committees are renewed every time the new Biearlgcted.

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

a) are all composed of three non-executive memiersof which are independent; the work of each wossion is
coordinated by a president;

b) are governed by written regulations definingittemposition, duties and functions approved by Board of
Directors in the constitution are periodically utethby the Board;

c) the composition reflects the recommendationgesged in the Code and were renewed the last timday 13"
2018 after the election of the present board;

d) the regulations of each committee state thautesymust be made to record the content of eaclingea special
books; each commission president must announcehbaheeting has taken place during the board mgetn which
the commission is involved in a subject being exsdi

e) the regulations of each committee state thatder to carry out their duties and their functiothe committee has
access to the information and company functiongeseary for this task, as well as the faculty ofsttng outside
experts and of disposing of any financial resougdased at their disposal by the Company to thergxtequired for
carrying out the activities with which they haveeheentrusted,;

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 its own-axecutive members.

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

Since its creation in 2000 the composition of thenfihation Committee has always been in conformiity whe Code
in its various versions.

The committee that is now in office was nominatgdabresolution taken on May 12018 after the renewal of the
Board of Directors and is composed as follows: Albdecci (non-executive), Fabia Romagnoli (noneakge and
independent), and Michele Legnaioli (non-execuéimd independent).

During this year the committee met once (on Mar2h) 1

All of the members were present.

The meeting held on March % 2asted 80 minutes.

The work that was conducted during the meetingaasdinated by the president.
The Board of Auditors was present with two members.

During 2020 the Nominations Committee had planoehéet during the first semester.

The Nominations Committee this year has been madef three members (Applicative criteria 4.C.1tt.8), mostly
independent directors (standard 5.P.1).

The secretary and, upon invitation by the commjtsgdeast one member of the Board of Statutoryitusl and the
internal auditor participate in the meetings. (Apgtive criteria 4.C.1., lett. f).

The Committee meetings are recorded separately, dpecial book, in compliance with the regulatiGApplicative
criteria 4.C.1., lett. d) .

Functions of the nominations committee

The tasks to be carried out and the functions @Nbminations Committee have been set out fornsitiye September
5" 2000 in the regulations approved ad hoc by ther@amm the same date. Later, the tasks of the N
committee were revised on the basis of the chatingediad taken place in the Code.

In compliance with art. 9 of the regulations of temination Committee, they are entrusted withtdsks described in
art. 5 of the Code. The Committee has the followingctions:

a) they must guarantee the transparency of theegwes for the selection of the directors and th&ervance of the
nominating procedures in compliance with art. 1¢hefby-laws;

b) to the Board of Directors they propose cand&léde the position of administrator in cases whieis necessary to
replace an independent administrator;

c) they can give opinions to the Board of Directomcerning the size and composition of the Board give
recommendations concerning the type of professifigates that it would be opportune to have on Bwoard 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 audaag 1.C.4. (problematic cases in terms of conipajitof the self-
disciplining code. The Nominations committee wereised on the basis ad adherence to the changeh wiok place
in the Code;

d) formulates opinions and offers advice to thera# Directors in relation to the definition ofetldiversity policy
(age, gender, professional background, traininghéncompaosition of the administrative and coningllbodies, in
particular in relation to the objectives and theamzof reaching them.

e) conducts the preliminary gathering of informatand formulates proposals related to the evalnatiadhe adoption
of the succession plan of the executive administsaind, where necessary, contributes to the oreafithe plan.

f) supervises the process of self-evaluation ofBbard of Directors in compliance with Article Jpmicative criteria
1.C.1.letter g of the Self-Disciplining Code.

When carrying out their functions and duties, tleihations Committee has the concrete possibifityaining access
to the company information and operations necedsacgnduct their activity, as well as making uSewtside advisors
and any financial resources put at their dispogahe Company to the extent that is necessary ny cat the tasks
which have been assigned to them.
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During this year, the Nomination Committee suppibttes Board during the annual process of self-ataln including
issues related to the succession policies, andeth@rence of the conditions necessary for theiapment of a lead
independent director during the meeting for therapgl of the 2018 financials.

In carrying out its functions, the Nomination Contbee has had access to all of the information &edcompany

functions that it has deemed necessary for fuifjllits tasks.
At this time the Nomination Committee has not founhdecessary to make use of outside consultants oise the

special financial resources provided for carrying its duties.
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8.0 REMUNERATION COMMITTEE - ART. 6 CODE

In compliance with art. 6.P.3. of the code, up lL2@00 the Board nominated internally a commiss@arremuneration
for the purpose of guaranteeing the most compiafiermation and transparency related to the salgrégd to the
administrators.

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

The Remuneration Committee that is now in offices \aapointed by the resolution taken on Majl 2618 after the
election of the new Board of Directors and it ismnoomposed as follows: Fabia Romagnoli (non-exgeutnd
independent), Alberto Pecci (non-executive) andhdie Legnaioli (non-executive and independent).

During this year the Remuneration Committee metetimes: on March 12, May 14" and September 12

All of the members were present.

The average duration of the meetings was sixty tasu

The work conducted during the meetings was cooteéhay the president. He informed them and gavedpsrt on
the activities conducted during the Board meetiigall of the meeting the Board of Statutory Aud#®r one of its
representatives was present.

In 2020 the committee has met once, on Marc¢h 13
The Committee will proceed with the meetings neagsfor conducting their activities in relation ttee remuneration
system of the Company and the new legislation agdlations which may appearedio tempore.

During this year the Remuneration Committee was pmsad of non-executive members, most of whom were
independent. (Principle 6.P.3.).

During this year the Remuneration Committee waspmsad of at least three members (Applicative ¢aitérC.1., lett.
a).

All of the members of the Remuneration Committeepeeviously mentioned, are outstanding persosalittho have
developed a long experience in important compaffiEsence Airport, KME, Mediobanca s.p.a., Fondagi Cassa di
Risparmio di Prato), etc.

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

The regulations of the Remuneration Committee stagat. 4 that no board member may be presemteatrieetings of
the committee during which his/her own salary scdssed.

The salaries of non-executive and independent tdireovere voted by the assembly and since the Reration

Committee is composed only of non-executive dinestthe executive directors to which the remunerafiroposals
refer do not participate in the meetings of the ouassion in which the proposals are made concerttieg salaries
(Applicative criteria 6.C.6.).

The secretary participated in the meetings of taméneration Committee and upon invitation fromabenmittee and
in relation to the specific subjects being deathvwfApplicative criteria 4.C.1., lett. f), persoos professionals who are
not members of the committee and the Board of Ausliteither all of them or one or two of its mensh@omment to
article 6 of the Code).

The autonomous meetings of the Remuneration Coesnéite regularly recorded (applicative criteria.4.Qett. d).
Functions of the Remuneration Committee

The Remuneration Committee functions and has #lestdescribed in the regulations approved ad hdabdyoard of
Directors on Septembef"®2000. Later, the tasks of the Remuneration Coremittere revised in compliance with the
modifications of the Code which had been made émtleantime.

It is understood that the Remuneration Committeg dwclusively functions of consulting and adviseagd that, in
conformity with article 2389, sub-section 3 C.Cdanticle 20 E of the company by-laws, only the Bloaf Directors
has the power to determine the remuneration ofdtHegated bodies, of the President, and the Boamhtdérs who
have been assigned specific tasks once the negegsaion of the Board of Statutory Auditors hagb@btained.
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The Remuneration Committee has the functions tleaevassigned to it by the regulations approvednbyBoard of
Directors. They consist chiefly in the tasks ddsediin art. 6 of the Code. Its role, consequergiytp advise and to
propose:

- the Remuneration Committee presents proposafhéodefinition of a remuneration policy of thenaidistrators and
mangers with strategic responsibilities (standaRi4 to the Board of Directors;

- the Remuneration Committee periodically evalusttesadequacy, the overall consistency and theretmapplication
of the general policy adopted for the remuneratbrihe executive directors, the other directors vilawe special
functions, and the executives with strategic resitlities, supervises their application on theidas information

supplied by the executive directors and transmisegal recommendations to the Board of Directorgp(i&ative

criteria 6.C.5);

- it presents to the Board of Directors proposatstiie remuneration of the executive directors @uedother directors
who have special functions as well as setting thdopmance objectives related to the variable campo of this

remuneration; it also monitors the applicationlad tlecisions adopted by the board and, in particuéaifies 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 otthemeration policy.

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

During this year the Company did not make use gfarside consultants.
In making their recommendations, the Remuneratiom@ittee may stipulate that:

- the remuneration of the executive administratmsdefined so as to be in line with interests iniedng 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 evehb® of a economic nature, identified and speatifireadvance by
the Board of Directors.

During this year the Remuneration Committee coretlithe following activities:

a) evaluating the degree to which the goals that heshlset for the incentive salary plan for 2018 Hasen
reached and in the variable part of the remunaraifoexecutive administrators and managers withtesgic
responsibilities;

b) definition of the proposed policy of incentive s&a and the incentive salary plan for 2019. Irs tl@gard,
they also formulated a proposal for a remuneragiolicy that was the subject of the report submitted
approval to the shareholders.

c) Contributed to the introduction, among the objexgivelated to the variable components of the reratina
of executive administrators, of those, even on dtimpear basis, concerning sustainability and the
determination of the parameters for measuring tbengany’s performance to which one can refer for the
evaluation of the extent to which the goals hawenkechieved.

d) On the occasion of the expiration date for pickipgthe options that are part of the Stock OpticanR1016-
2025, verification of the conditions establishedtbg relative regulations for picking up the optdny the
executive administrators and the general director.

At the meeting held during the year, the Board aflitors was either represented by at least onts @iciting members
(Comment to art.6 of the Code).

When carrying out their functions and duties, tl@rRneration Committee has access to the compaogmafion 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 Remuneration Committee has nohébit necessary to make use of outside consultamts use the
special financial resources provided for carrying its duties.
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9.0 REMUNERATION OF THE DIRECTORS

The contents of the report on remuneration pubdishecompliance with art. 12&r-TUF and art. 84-quarter of the
Consob regulations should be added on to the irftiom which follows. This information is availabte the EI.En.
site: www.elengroup.comin the section:Investor relations/governance/shareholders’ meetidgcuments/2020
IASSEMBLEA ORDINARIA JUNE'4 JUNE1§' 2020

General remuneration policy

* % %
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 2019 for the
inspection and decision of the shareholders’ mgetinring the meeting for the approval of the finatscfor 2018.
According to applicative criteria 6.C.1 the mairacdcteristics are the following:

a) The set component and the variable component atiddbto the executive board members and to tholsknigo
special positions, in consideration of the struetoir EI.En. and of the sector in which it operate$felieved to
be adequately balanced in relation to the stratglgjiectives and the risk management policy of EI.LEn

b) Maximum limits have been set for the variable comgs.

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

d) Performanceobjectives, i.e, the economic results and thokste to sustainability to which the issuance of
the variable components (including the objectiveBnigd by the remuneration plans based on stoclompt
are set in the first quarter of the year and arasueable and deemed by the Board to be relatdtetoreation
of value for the shareholders within a mid-termigebr

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

f) After the election of the new board of directorshday 15" 2018 specific written contractual agreements were
stipulated with the President and the two managiitgctors which allow the Company to ask for the
reimbursement of the entire variable componenthef remuneration assigned to them by the Board en th
basis of incentive plans for remuneration that Haeen approved during their mandate in the eveitttiese
bonuses were paid for achieving certain objectiigtsd in the above mentioned plans and that tater out to
be false on the basis of data that is clearly dijelatively wrong.

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

Stock option plan

The Stock Option Plan 2016-2025 already describbegction 2,0, letter a) of this report, as impdeted by the Board
with the resolution taken on Septembel’ 2816 establishes in reference to the adminissatbEl.En., in compliance
with Applicative Criteria 6.C.2.

a) For all beneficiaries, a vesting of three yearstie options assigned on Septembédt 2806, a first set can be
picked up starting on September"12D19.

b) With reference to the beneficiaries that are adstiaiors of the Company, the availability of the¢iops that
have been assigned is subordinate to the circunestarhich with reference to the preceding year for
exercising the option establishes that the recipiefithe options have reached the threshold tefeest one of
the objectives that has been assigned to themlatiaie to the incentive remuneration plans approgadh
year by the Board following the proposal of the Resration Committee.

c) With reference to the beneficiaries that are adshiaiors of the Company, it was established they,tlas
promised upon assignation of the options, musimretatil the end of their mandate at least 5% ef shares
received as part of the options assigned to them.

Remuneration of the executive directors

A significant portion of the salaries of the exéeaitdirectors who have managerial positions (pesgidmanaging
directors) is related to specific performance ofijes both of an economic nature and goals reablgettie Company,
which are indicated in advance and set by the Bagruh the recommendation of the Remuneration Cotee)it
consistently with the incentive policy formulateg the Board and approved by the shareholders’ mgeth May 18
2019, both in relation to the maximum amount whiah be paid out (standard 6.P.2) and the guids.line
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The incentive remuneration plan proposed by ther®am March 1% 2019 and since it was later definitively
confirmed by the Shareholders’ meeting without arodifications, the guidelines for the remunerataticy for 2019-
2020 proposed by the Board, were approved duriagrtéeting held on May £$019.

Remuneration of directors with strategic responsidities

In relation to the directors with strategic respbitisies, since January®12017 the Company has appointed a General
Director who is the recipient of an incentive reratation plan that is based on the terms describetde Report on
Remuneration.

With reference to the Stock Option Plan for 201@%0for its implementation the Board has used #raes methods
used for the administrators of the Company whicsuaees, for the exercising of the option rightst the/'she has
reached the threshold amount of at least one obbjectives assigned to him/he in relation to thaual incentive
remuneration plan approved every year by the Boarthe basis of the proposal of the Remuneratiomi@itiee.

The Board of Directors decided to assign an ingentemuneration to the president of the Technica®ific
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 responsible fanternal auditing and for the executive officer responsible

for the preparation of the financial statements

The incentive mechanisms directed at the provegtarsible for internal auditing or internal congrahd the executive
officer responsible for the preparation of the fic@l statements of the company are establisheth&ymanaging
director of internal controls and are deemed tediesistent with the roles that are assigned to t{#gplicative criteria

6.C.3.).

Remuneration of the non-executive directors
The remuneration of the non-executive directoresimblished by the shareholders meeting at a setasd is in no
way connected to the economic results of El.LEnp(iptive criteria 6.C.4.).

The remuneration of the non-executive directorsejgresented by the base salary established byhtnel®lders’
meeting for all of the board members when theyagmointed and currently amounts to 15.000,00 Eangsar.

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

*kk

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 establighethe assembly in compliance with art. 17 of tHgIR, at the
moment of appointment of the president or the etveedpoard members for a maximum amount of 19.5D&0ros 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 ceasesecount of an
offer of public acquisition.

At this time there are no further rights assignedeiation to the severance pay indemnity descréize, there are no
agreements that stipulate the assignment or maintenof non-monetary benefits in favor of subjests have
terminated their employment, nor consulting corirabat have been stipulated for a period followting termination
of employment; no agreements exist in relationagnpents for non-compete clause.

When he was appointed, the General Director undeena non-compete clause which lasts for the epérad of his
directorship and for two years after the end ofdmployment, in relation to which he receives atemnity during his
employment. For further details, please consuliRbBport on Remuneration.
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10.0 COMMITTEE FOR CONTROLS AND RISKS

In 2000 the Board of Directors created an integmitrols committee which, in 2012, was renamed “Guittee for
controls and risks” (Principle 7.P.3 letter a,irarid 7.P.4)

Composition and function of the committee for Intenal Controls and Risks (ex art. 123bis, sub-sectioB, letter
d), TUF)

Since its creation in 2000, the composition of @mmmittee for Controls and Risks has always beeawiriormity with
the Code in its various versions.

The Committee for Controls and Risks that is novefiice was appointed by the resolution taken ory M&" 2018
after the election of the new Board of Directorsndais composed of: Fabia Romagnoli (non-executind a
independent), Alberto Pecci (non-executive) andhdie Legnaioli (non-executive and independent).

The commission always meets before the approvéhefinnual financial statement and the half-yesrport by the
Board of Directors and whenever requested by otbeofommission, Board or the provost for integttrols.

During this year the Committee has met four tineesMarch 14", July 19", September 12, and November 4and
has participated through its president in the wookducted by the Board of Auditors for the selectof the
Independent Auditors for 2021-2029.

The average duration of the meetings was 100 nsniiéof the members were present at all of thetings.

The work that was conducted during the meetings ceasdinated by the president and he reported erattivities
conducted during the meetings of the Board.

In 2020 the Committee for Controls and Risks hesaaly met once, on March'13

At this time at least one meeting is scheduledtiermonth of September.

During the year the Committee for Controls and Riglkas composed of non-executive directors, mosthafm were
independent (Principle 7.P.4.).

During the year the Committee for Controls and Rislas composed of at least three members (Appleatiteria
4.C.1., lett. a).

All of the members of the Committee for ControlgldRisks have experience in the fields of accounséind finance
which the Board felt was adequate at the time efappointment (Principle 7.P.4), for the reasonstimeed 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

The Committee has the functions and the tasks ibescin the regulations approved ad hoc by the 8@&mDirectors
on September"52000. At a later date, the tasks of the Commifteaisks and controls were revised in compliance
with the modifications of the Code and the regolagiwhich had occurred in the meantime.

In fact, in the light of D. Lgs. 39/2010 which rdiced some aspects of internal controls, EL.En.ttenbasis of the
contents of Stock Market Notice n. 18916 of Decem#d& 2010 —regarding the requirements which must lssgssed
by companies belonging to the STAR segment, hashayr proceeded with the vote taken on Majl 2811, to

attribute to the committee a role that was merafypsrtive with reference to the activities assighgd. Lgs. 39/2010
to the board of auditors concerning the legal agliof accounts.

Moreover, in November of 2015, after the modifioas made to the Code in July 2015, they clariffrethé regulations
the Controls and Risks Committee’s role as a suppahe inquiry conducted for the evaluation amgtidions of the
Board related to the management of risks derivechfadverse facts of which the Board had become ea@iac.2

lett.g).

With a resolution taken on November™2018, to the regulation a function related to thie of the Committee for
Controls and Risks, concerning the formulation pin@dns and proposals to the Board of Directorseiation to the
definition of the sustainability policy in accordanwith D. Lgs. 254/2016, was added.

At this time therefore it conducts the followindiaities:.

First of all, those described in tRegolamento Parti Correlate Consads follows::
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(a) examines, analyzes and expresses an opini@uvance on the procedures and on the relative fitatitins
adopted by the Board of Directors in relation tei@tions 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, inesiifig advice and proposals, when required, it namsgtlyze the
problems and implement the practices for the cbotrthe company activities and in particular, asds is compatible
with the functions attributed by the law to the Bbaf Statutory Auditors of companies listed on #heck market, it
must:

a) assist the Board of Directors in defining theediives for internal control and risk managemémtthe periodic
evaluation of the adequacy and effectiveness o$yiseem, of the efficiency and effectiveness ofgstem, as well as
the verification activity aimed at the identificai and management of the main risks involving thegany and its
subsidiaries, and the determining of the degreeoaipatibility for the risks which have been ideetif involving the
company or its subsidiaries, through a managentfetiteocompany that is consistent with the stratediectives that
have been set also in of view of a mid- to longntsustainability of the company’s activities;

(b) evaluate, together with the executive officesponsible for the preparation of the financiatesteents and the
independent auditors and the Board of Statutorytens) the adequacy of the accounting principlemdesed and
their consistency in relation to the drawing ughaf consolidated financial statement;

(c) express their opinions on specific aspectstedléo 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 inteentrols 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 auditipstem;

(f) using their own discretion and specifically commicating with the president of the Board of Aodit 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 agliand the
results shown in the report and in the letter gfgastions;

(h) assist the Board of Auditors when specificaltguested, in their supervision of the effectivenekthe 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,oeation and remuneration of the manager of therateauditing
system and they qualities that this person hasatteamecessary for carrying out his functions asponsibilities;

(m) to support, through an adequate activity ofiing] the evaluations and decisions of the Boar®ioéctors related
to the management of risks deriving from adversésfaf which the Board has become aware;

(n) carry out the other tasks which from time todimay be assigned to it by the Board.

Moreover, in relation to issues of sustainabilitycompliance with D. Lgs. 254/2016, the CommitteeGontrols and
Risks has the task of assisting the Board of Damscby gathering information, both of a propositeved advisory
nature, on the assessments and decisions relateslitss of sustainability connected with the ati@igiof the company
and the dynamics of its interaction with all of $takeholders, the social responsibility of the pany, the analysis of
the scenarios for arranging a strategic plan aeddnporate governance of the Company and the Group

During this year the Committee for Controls andkRisonducted the following activities:

a) The examination and evaluation of the activitiesdiacted by the executive manager as per law L.2D8%.

b) Examination and assessment of the audit plan f202td of the activities conducted by the intemalitor,
in relation to the verification of the functioningnd suitability of the system for internal contraad
management of risks: with reference to the drawipgof the financial statement, to the up-datingthef
system for the areas subject to control, and thdrgbactivities that have been conducted and/anpéd,
analysis of the area of human resources with reéeré¢o the methods of rotation of the labor comasuiland
the implementation of the creation of a single gné¢ed instrument for the management of the human
resources, analysis of the methods for managingebt®r of purchasing and scheduling of purchases.

c) Examination and assessment of the recommendatmmtsioed in the Letter of the President for Corpmra
Governance of the Italian Stock Mark&ofsa Italiang and support of the Board in the identificationaof
quick and rapid method for supplying informatioridse the board meetings.

d) Examination and assessment of the operations efitied parties which gave rise to the issuing obinion
in relation to art. 5 of the Regulations for RethRarties on November 14

e) On the initiative and with the help of the FGIRgaision of theEthics Code on internal dealing for operations
conducted on financial instruments of EL.LEn. Sy an aim to continually improving it and the emsion of
the blackout period, as per art. 19 of the Reg36/2014 (MAR),to 30 days preceding the approval of the
quarterly financials.
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f) in relation to the procedure for appointment te gosition for conducting the legal revision sesgidor the
Company and the companies of the Group for the-yéae period 2021-2029, in compliance with Reg, EU
537/2014 and Legislative Decree 39/2010, they gangport activity to the Board of Directors, the aid of
Auditors through the participation of their presite the work of the Committee examining of proglsshat
had been presented by the auditing companies amdbgehe Board of Directors to the proceedings.

All the members of the Board of Statutory Auditosually participate in the work of the Committee éontrols and
risks and, in any case, at least one member alpr@gent (Applicative criteria 7.C.3.).

The meetings of the Committee for Control and Rislesduly recorded in the minutes (Applicativearia 4.C.1., lett.
d).

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

During this year the Committee did not take usextérnal consultants.

After the renewal of their mandate, the Board desigd the organization of the System of internaltrmds and risk

management by confirming the preceding one andlksti@d 80.000,00 Euros as the budget attributedativio the
system of internal controls and risk managementuding the committee for Controls and risks.
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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 naaacethe degree of risk compatibly with the goadg 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 meditoand, at the same time, determining the degfee
compatibility of these risks with a managementhaf tompany that is consistent with the strategjeaives that have
been set (Applicative criteria 7.C.1, lett. a).

The essential elements of the system of internatrots and risk management (Applicative criteri€.1, lett. d) of
ELLEn. are represented, on one hand by the ruldspaocedures, and on the other, by the bodies dopacate
governance and control.

The rules consist mainly of a series of fundameptaiciples which were codified in the Ethics Codecondly, they
consist of a series of second level proceduresséthio ex Legislative Decree 231/01, L.262/05, L.81/09, iing

regulations on the treatment of confidential infatimn, operations with related parties, internadlihg, etc.) which
make it possible to apply them to the specificatiin of the company and to implement the abovetioed general
principles.

On the other hand, the internal auditors, the @sts/for internal controls, the executive respdasibr the company
financial documents, the supervising bodies 23#, @ommittee for Controls and Risks, the Board tti8ory

Auditors, the Independent Auditors are all chargeith the supervision of the compliance, with thdesuand
procedures on the basis of the competence andidaratefined and attributed by the Board to théediit bodies at
their respective levels responsible for the pradecof data as per ex art. 37 Reg. UE 679/2016.

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

On May 1%' 2007, in implementation of art. 154-bis TUF, fbe tpurpose of formalizing a set of rules and tesedd

to those already in existence which were relatethéoformation of the financial information procdsscluding the

consolidated) the Board appointed Enrico Romagrenii, employee who has worked for the company sitse
admission to the stock market organized and manhygede Borsa lItaliana S.p.A, as the executiveceffiresponsible
for the preparation of the financial statements.

Initially, EI.En., collaborating with Price Waterhge Coopers company (a company which is diffenemh fthat which

audits the books of EI.LEn.) instituted a task éowith the objective of analysing the system oéiinal controls (SCI)
with reference to the tasks assigned by law texeeutive responsible for the accounting and compacuments.

The analysis was conducted using as a model the Geport — Internal Control Integrated Frameworkl apon

conclusion of the project a report was written vahmmmarized 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 tluSvidy 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 procedunstlie 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.

On the 14 of November the Board approved the work plan 82®set up by the manager of the internal auditing
functions after consulting the Committee for Cohtind Risks, the Board of Auditors and the exeeutivanager for
internal controls (Applicative criteria 7.C.1 lat®).

Through the activities implemented and coordindtgdhe internal Committee for Controls and Risksthwy Board of
Statutory Auditors and by the reports on the atitisiconducted by the manager of the internal anggiby the internal
controls provost and the superintending institu®&1, by the manager designated for the protectfatataexart. 37
Reg. UE 679/2016 ,during the meetings held on Ma#'h May 18", September 1%, and November 1% the Board
evaluated as adequate the efficiency, effectiveardscorrect functioning of the internal controystem (Applicative
criteria 7.C.1., letters b and d).
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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 §) Amdrea Cangioli, managing director was appoirttethis position.
In the name of the Board, he is in charge of thpestision of the functioning of the system of imt&lrcontrols and risk
management and carries out the tasks and the dasctis per the Code and in particular: the ideatihin of the main
risks for the company (strategic, operative, finahacompliance), bearing in mind the charactarsf the activity
conducted by EIL.En. and by its subsidiaries, armirsts them for periodic examination by the Boarcewlthe financial
data and the managerial performance of the Comaadythe Group are bring presented (Applicativeedet7.C.4, lett.
a); implementing the directives defined by the Bloaf Directors, including the planning, activatiand management
of the internal controls system and constant \eaiion of its adequacy, effectiveness and effigie(pplicative
criteria 7.C.4., lett. b); adaptation of the systemhe dynamics of the operating conditions arel l¢gislative and
regulating situation (Applicative criteria 7.C.4ett. c); request to the person responsible foritfternal audit to
conduct the verifications in specific operatingteex and on the respect of the regulations andegiwes in carrying
out company operations, while keeping the commissior controls and risks and the Board of Stayusditors
informed (Applicative criteria 7.C.4., lett. d);fees regularly to the Committee for Controls andkRi Board of
Directors and Board of Auditors in relation to tissues which have emerged while conducting thdivigc or for
which they have received a report, even if, duthgyear there has been no necessity for it (Applie criteria 7.C.4,
letter e).

11.2. PROVOST FOR INTERNAL AUDITING

Since 2000 the Board has appointed one or mor@pete verify that the internal controls systemalisays adequate,
fully operative and functioning (provost(s) forémbal controls, internal auditors) (Applicativeteria 7.P.3., lett. b).
The current provosts for internal auditing are tires Morvillo and, exclusively in relation to theadving up of the
financial statements, Lorenzo Pabe appointment of which occurred on the basthefexecutive director in charge of
supervising the systems for internal controls amel dpinions expressed by the Committee for Contold 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 irdéigontrols system
and, on the basis of the opinion expressed bydharission for controls and risks, (Applicative eriat 7.C.1- second
part) and of the Board of Auditors.

The provosts for internal auditing are not resplolasfior any of the operative sectors and in theanahy depend on the
Board of Directors (Applicative criteria 7.C.5.1tkr b).

The provosts responsible for internal auditing aandverifications continually and also in relatitm specific cases
and, in conformity with the international standartiee operations and the effectiveness of the sysi€ internal

controls and risk management through an auditiag ppproved annually by the Board based on a stedttanalysis
process and prioritizing of the main risks (7.Qefter a).

The provosts responsible for internal auditing,heane in their own area of expertise, have direcess to all the
information that is useful for conducting their imittes (Applicative criteria 7.C.5, letter c); theorepare half-yearly
reports containing adequate information concertivggr activities, on the ways that the risk managenis conducted
in the investigative sectors that have been asdigisewell as the compliance with the plans for ilimg them,

besides an evaluation of the effectiveness of yiséem used for internal controls and risk manager(pplicative

criteria 7.C.5., letter d) and communicate therth®presidents of the board of auditors and the r@ittee for controls
and risks as well as the administrator responddsi¢he system of internal controls and risk mamaget (Applicative

criteria 7.C.5., letter f); they have not had ampanunity to report on events of particular sigrdfnce (Applicative
criteria 7.C.5, letter e); on the basis of the\atstiof verification and control conducted by theedtor in charge of the
262/2005, in conformity with the COBIT model “Coaitttobjectives or information and related technolodlgey have

verified the reliability of the computer systemgparting the accounting activity (Applicative crie 7.C.5, letter g).

At this time the provosts have not found it necgssa make use of outside consultants or to usespleeial financial
resources provided for carrying out its duties. Buard, after the renewal of its mandate, desightite organization
of the system of internal controls and risk manageny confirming the preceding one, and determeédidget of a
total of 80.000 Euros for the entire system ofringéé controls and risk management.

During this year the activities of the internal &odcontinued to be focused on the verificatiortleé functioning and
adequacy of the internal controls system and riakagement with reference to the area of formatfathe financial
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statement; updating of the matrix of the areasexilip control and the control activities that héeen conducted or
scheduled, and analysis of the area of human resswith reference to methods to be used for ttagion of the labor

consultant and the implementation of a single irategl instrument for the management of human ressuanalysis of
the method for managing the area of purchasingsahdduling purchases and the activities conductembmpliance

with law 262/05.

*%k%

The function of internal auditing with referencetie area of drawing up the financial statementtviis an activity of

the ex-L. 262/05 area of monitoring has been assiga Dott. Lorenzo Paci, CPA, an external subjaatlved in the

activities for the implementation of ex D. Lgs. 23107, member of the supervising body model 231 camsidered to
possess the necessary pre-requisites of profetsiomgpetence, independence and organization. Ttesredizing of

the functions of internal control with referencette area of the financials originated with theemmtto optimize

resources conducted by the Board in February ob2@@en it was decided to appoint a provost forriraé controls

who was identified as a member of the financidff stad involved in the preparation of the financiéhtements of the
companies belonging to the Group.

A correct division between operating and contraivitees persuaded the Board to continue with goticy.

11.3. ORGANIZATIONAL MODEL ex D. Lgs. 231/2001

El.LEn. has a model for organization, managementcanttol 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 by the subsidiary Deka M.E.L.A. s.r.l.

The present model of EI.LEn. is the result of agievi of the one originally approved and its cordginupdating, 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 mdl the part
regarding health and safety on the workplace wisiakalid also for compliance with art. 30 L. 81/09.

Besides the violations related to health and saifetthe workplace, the present model ex D.Lgs 280120f the
Company is aimed at preventing crimes against thbligp administration, company crimes, market oftsns
environmental crimes, transnational crimes, reogidtolen goods, money laundering, use of illegalitained money
or goods.

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

At this time, although the Company, in accordandh the By-laws, has the faculty of attributingthds function to the
Board of Auditors, they have deemed it more effectd maintain the current organization of the supeg body: an
acting auditor and provosts for internal auditing.

11.4. INDEPENDENT AUDITORS

The auditing activity, in conformity with articlds3, 17, and 19, D. Lgs. 39/2010 is assigned tonxdaegendent 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 2012-2020iel& Touche
S.p.A. has been appointed. The appointment exppen the approval of the financial statements #®

In relation to this the Company began the procedweessary for the appointment of a new firm todcmh the
auditing services for EI.En. Spa and the compauifi¢ése EI.En. Group for the nine-year period 20222

11.5. EXECUTIVE OFFICER RESPONSIBLE FOR THE PREPARATION OF THE
FINANCIAL STATEMENTS OF THE COMPANY AND OTHER COMPA NY ROLES AND

FUNCTIONS
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 adequatéhtotasks assigned to him.

The provost in charge of the accounting documeats dccess to all the powers and means that arssaggefor
conducting this activity.
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The principles and the means that are implemenggtiébprovost are described in detail in Appendix 1

11.6. COORDINATING BETWEEN THE SUBJECTS INVOLVED IN THE SYSTEM 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.

79



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 reitfited parties,
meaning those which involve the parties identifeatording to Attachment 3 of the Regulations onaRel Parties
CONSOB, in art. 20 the statute states that the cuaprby the Board in relation to operations havangignificant
strategic, economic or financial importance, wittritigular reference to the operations with relgtadies, to those in
which one of the board members detains an intévesiimself or for a third party, or those that arausual or atypical,
must be given in advance

The Board, moreover, in conformity with art. 238is-of the Civil Code, on March 302007 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 wiethated parties,
was revised in 2010. This regulation contains thesrwhich govern the approval and conducting @frafons initiated
by the company, either directly or through one l# subsidiary companies, with parties with whiclréhis a pre-
existing equity investment, a professional or emppéorelationship, or a close family relationshipgakhcould condition
the conclusion, regulating or substance of a conied relationship. This set of rules has rendeirethrmal terms, the
intent which, in any case, in the past has alwaentfollowed 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 Codaaarning this
subject (articles 2391 e 23%ls).

Moreover, the specific procedure controlling thiatiens with related parties and the existenceoofflcts 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 afadibns which might determine a conflict of intdres

In practice, this verification is conducted by meaf 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 mustdggproved by the
Board after the opinion of the Committee for Colstrand 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 mentiorsetl 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, the Board had originally decided thabartd member having an interest of his own or oralfedf a third
party in a specific operation must reveal this infation in advance at the meeting which has bebadcto deliberate
this subject and that he/she must absent themsiebraghe meeting.

The Internal Regulations for Operations with Rald®arties was subjected to a review by the Comenftie Risks and
Controls during this year and the Board, during theeting held on March 42019, made additions to it by
reproducing some of the regulations of tReegolamento Parti Correlate Conséd replace the simple reminders for
the purpose of facilitating the reading and theonstruction of the operating organization, as veslithe detailed
disciplining of the equivalent protected areas smdrefine the contents of art. 6 in relation te tiesolutions on the
operations for which there is a correlation derifrenn the interest of an administrator or an audikwr this purpose
we have eliminated to requirement of removal orteiton from the resolution with the power of thelépendent
administrators to request to postponement of thetimgand of the resolution in order to acquireffar information.
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13.0 APPOINTMENT OF STATUTORY AUDITORS

In conformity with art. 144exies Regolamento Emittenti Consabl well as art. 148, sub-section 2 TUF as last
modified by D.Lgs. 27/2010 and the regulationstietato balance, as per law 120 of July"12011, art. 25 of the
company statutes the following procedure must lpdiegh for the appointment of the auditors.

“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 numericdkeo 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 radiaimas 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 esuf®r ineligibility or incompatibility as well thexistence of all of the
requisites prescribed by the applicable regulatiansl by the company statutes for this particulasipon;

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 posskeswlividually or jointly.

The creation of this list containing the names e teast three candidates must take place in campd 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 witther partners represent the quota of equity indhpital stock in the
amount established by art. 147-ter D. Lgs. Februad) 1998, n. 58, or in the greater amount establisbgdthe
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 partnerhanday on which the lists are deposited at thagany. The relative
certification must, in any case, be presented astl1 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 foggenting 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 11971/1988
connected to each other as per art. 144-quingRegolamento 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, for €lection of the members of the Board of Stajufarditors 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 obtditiee most votes,
even though he obtained a quotient that was loheaen 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 Awgjitbe candidate on
the list which obtained the greatest number of wet#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 etled first from the list
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which received the greatest number of votes. ércdse of the substitution of the acting Auditerwill be replaced by
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 tlamdm 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.

Pursuant to art. 144-septies, sub-section 2, Regttéhti, the minimum amount of equity in the shaepital that is
necessary for the presentation of the lists of ichateds for the Board of Statutory Auditors was 4, 5%conformity with

art.25 of the company by-laws, art. 144-sexieshef Reg. Emittenti and CONSOB resolution no. 13afuary 24
20109.
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14.0 COMPOSITION AND FUNCTION OF THE BOARD OF STATU TORY AUDITORS
(ex art. 123-bis, sub-section 2, letter d and d-BisTUF)

The Board of Statutory Auditors is the body thatcompliance with the regulations and company lwslaas the task
of supervising the observance of the laws and efliyrlaws following the standards of correct adstiaition, the
adequacy of the organizational structure of the @amy in relation to competence, system of intema@itrols,
administrative and accounting systems used by tirapany and their concrete functioning. Moreovee, Board of
Statutory Auditors must supervise the subjectscetgid in art. 19 of D.Lgs of January"™2010 no. 39 as well as the
methods for implementing the rules of corporate ggoance stated in the Code, the conformity to tlemsGb
regulations and the effective implementation of¢cbmpany procedures in relation to related parties.

This board must also supervise the adequacy ointeuctions given to the subsidiary companieshsat these latter
supply all of the information necessary to complhvthe obligations for communication in compliangigh the law.

According to the Company by-laws, when requestedheyBoard of Directors the Board of Statutory Ao also
conducts supervising activity in compliance with &rof D. Lgs of June'82001, no. 231.

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 of Auditors comes from a sing& presented by Andrea Cangioli, since no othsts livere
presented at the time of the elections held on M&}2019.

The election took place, with a vote in favour 8f9403.212 shares which is equal to 68,423% of dpétal stock.

The mandate of the present Board lasts for threesyand will terminate with the approval of theafigial statement
for 2021.

For the professional curriculum and the personaratteristics 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; for the supplementary auditor Daniela rdd and Gino Manfriani in the following section:
www.elengroup.com/investor www_elengroup.cdsection fnvestor relations”/governance/documenti assemblear
/2019/assemblea ordinaria e straordinaria 30 ap&@19-15 maggio 201

As of December 312019 the Board is composed of three acting awlidnd two supplementary auditors:

Vincenzo Pilla President Firenze, Via Crispi, 6 S. Croce di Magi&CB),
May 19" 1961

Paolo Caselli Acting auditor Pistoia, Via VentriB Firenze, April 14 1966

Rita Pelagotti Acting auditor Firenze, Via Frarme€orteccia| Firenze, Decemberl"61956

28/2

Daniela Moroni Supplementary auditgr Firenze, Borgo Pinti, 80 Monteverdi Marittimo (Pisa
September 151952

Gino Manfriani Supplementary auditgr ~ Firenze, ¥ia_.a Marmora, 29 BErgo San Lorenzo (FI), April
26" 1963

The average duration of the meetings of the Boa&lditors was 115,71 minutes.

14 (fourteen) meetings were held during the year.

There are 5 (five) meetings planned for this y@&20) of which three have already been held: JgnBat, February
21% and February 27

The President participated in 86% of the meetiragding auditor Paolo Caselli in 100% and actingiaadRita
Pelagotti in 77%.

The Company always places at the disposal of therdBof Statutory Auditors the staff and resourded the Board
feels necessary in order t conduct the functioreompliance with art. 25 of the by-laws.

The Board has always participated actively in theetimgs and the activities of the Committee foednal Controls and
Risks with the manager for internal auditing.

The acting member Mr. Paolo Caselli, moreover,henliasis of a resolution taken by the Board of @ines on March
31% 2008 which was then confirmed at every renewahefBoard of Statutory Auditors and ultimately omi15"
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2019, is president of the supervisory bacyp. Lgs. 231/2001.

The reporting activities of the internal auditordatine executive officer responsible for the prepanaof financial
statements are conducted in relation to a commmidsiointernl controls in the broader sense, intigdhe Committee
for Controls and Risks and the Internal Controlsn@utteeexD. Lgs. 39 cit.

As of December 312019 the following acting components of the Boafdtatutory Auditors of the company were
also members of the controlling bodies of the folltg subsidiary companies:

Vincenzo Pilla - President of the Board of Statutory Auditors ablt s.p.a.
- President of the Board of Statutory Auditors afa@ta System s.p.a.

Paolo Caselli - Sole Auditor of Deka M.E.L.A. s.r.l.
- Acting auditor of Lasit s.p.a.
- Acting auditor of Quanta System s.p.a.

Diversity policies

Besides what has already been said in general #t@iolicy of Composition and Diversity in parggnad.2, it should
be noted that the formalizing of the policies rethto the composition of the controlling bodiessti®ngly conditioned
by the detailed regulations which govern this scibje

Therefore, in the Policy of Composition and Diversadopted by EIL.En., the Company has simply regkdhe

essential elements of these regulations.

As far as the quantitative composition is conceymeadonformity with law and with Art. 25 of the Baws, the Board
of Statutory Auditors is composed of five membdtsee acting auditors , one of which is the presidand two

alternate auditors.

As far as the qualitative composition is concerrtbd, Board of Statutory Auditors is composed ofspas who meet
the requirements of honorability, professionalismmpetence and independence established by the law.

In the case of EL.LEn., since the Borad of Audiisrg&lentified with the “Committee for internal cools and audit” in
compliance with art. 19 del D. Lgs. 39/2010 (as ified by D. Lgs. 135/2016), the components of Bmard of
Statutory Auditors must be, generally speaking, petent in the field in which the Company operates.

Moreover, the components must be diversified inrtgender in the sense that at least one thirdoafponents must
belong to the gender that is least represented1(@8tsub-section bis, TUF; applicative criteria 8.C.3 ) — and the age
and professional background, so as to guaranteffeaedt vision and approach to the issues of adrand the skills
suitable to assure a correct conduction of thetfans they are asked to perform.

As far as the limit in the accumulation of officssconcerned, the Company follows the regulatiostaldished by
Consob, Art. 144-terdecies, Reg. Emittenti, issndchplementation of Art. 148-bis, TUF.

In fact, the company by-laws state a limit in themier of positions in compliance with art. 148-bidF, and consider
a cause for ineligibility and dismessa of the cdaté or the elected,a uditors who are also actidif@s in more than
five companies that are quoted on the stock ma&etell as for those who are in situations of inpatibility or who
have exceeded the limit imposed by the Company Rgguos (art. 144uodeciesand following)

The method for implementing EI.LEn’s Policy of Corsjtimn and Diversity consist in expressing to tharsholders
during the process of appointing the administratiad control bodies, an orientation that is coesistvith this policy

and in the verification during the election ancetaperiodically every year, during the evaluatidrthe independence
requirements of the Board of Auditors that theskcies are being respected in terms of compos#iad function.

As far as achieving these objectives is concertiexdevaluation is conducted taking into accountrésellts both of the
Company as well as that of the Group during thereémation of the level of achievement of the objeesi at the time
of the approval of the incentive remuneration foe administrators and the General Director. (Agpli@ criteria

1C.1., letter i).

*kk
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The Board of Statutory Auditors:

- verified the independence of its members on itts¢ 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 Emittentthe Board of Directors took note of the declamatof possession of the conditions when they
accepted the candidacy.

- during the year verified that their members cmnd to have the requisites for independence artbrnitted the
results to the Board (Applicative criteria 8.C.1.);

- while conducting the evaluations mentioned abdvey applied the criteria stated in the Code wéference to the
independence of the directors (Applicative critéi@.1.). In particular with reference to the dimatof the position in
the Board of Statutory Auditors they decided tie tircumstance that two of them held their respegiositions at
El.LEn. SpA for more than nine years did not in Iftssonstitute a relation of the type that would eaff their
independence, in the absence of other signifioalations among those listed in art. 148, sub-secioD. Lgs 58/98
cited and criteria 3.C.1 of the Code.

All of the verifications, therefore, had a positivetcome and this fact was communicated to the do&Directors of
the Company which acknowledged it during the baaekting held on March 4first and then after the renewal,
during the assembly.

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 Statutory Auditorshalle long experience both in relation to the tecdlrand legislative
aspect and/or, they were present at the foundirtheofCompany and since then have always sustatir@dliey have
been involved in the internal controls activity thie company since this activity was created andrevitleey have
worked with dedication and commitment.

For this reason, considering the current compasitibthe Board of Statutory Auditors, we do notiéed that it is
necessary to take particular measures towardsétagi@n of an induction program that is differemanfi that illustrated
for the Board previously in this report. The presitdwill take into consideration such measures hthere be a
change in the composition of the Board. (Applicativiteria 2.C.2.).

As far as the remuneration o the Board of Statutdnglitors is concerned, it was approved by the ealders’
meeting as had been proposed by the Board andtableuin consideration of the effort involved, tingportance of the
role and the size and sector of the Company. (&pplie criteria 8.C.3.).

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 naturengeworigin and
extent of his interest and in compliance with &rof theRegolamento interno per le operazioni con partiretate, the
independent Board members have the option of adking postponement in the meeting in order to megurther
information. (Applicative criteria 8.C.5.).

The Board of Statutory Auditors, for which the nmbk have already been described previously in rdpert, in
conducting their activities, are constantly cooatéd with the functions of internal audit and wiltle committee for
controls and risks which are present in the Bo&diectors. (Applicative criteria 8.C.6. and 8.Q.7

The Board of Statutory Auditors has continued, agnother things, to exert its control on the operatiwith related
parties and to actively participate as one of tbhenmonents of the supervising body D. Lgs. 231/2001 of the
Company and of some of its subsidiaries; it has a#sried out the functions attributed to it by ls. 39/2010 with
reference to the supervising activity of the amdjttcompany to be proposed as successor appointie Ishareholders’
meeting which met on May {$012.

During the year, moreover, the Board of Statutongifors, as part of the process of selection startethe Company
in order to choose an Independent Auditors forptiieod from 2021 to 2029, conducted functions ol RC, the body
responsible for the entire procedure in compliandg art.16, paragraph 3, sub-section 2, of the B&fulations
537/2014 and art. 19, sub-section 1, letter f) oE§s 39/2010.
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15.0 RELATIONS WITH SHAREHOLDERS

EL.En. has created a special section in its Intesite which is easy to find and to access and kvbantains all of the
information concerning El.LEn. which is of importanto its shareholders so that they can gain thevlkeuge they need
to exercise their rights. This section is calledNVESTOR RELATIONS” and can be consulted from thenkepage of
the Company.

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 thecetiee board members have unanimously agreed toiippne of
the employees, Enrico Romagnoli, to be responsibiethe relations with institutional investors atide other
shareholders. Thimvestor relations manages part of a company department which is compadfeeimployees who
elaborate accounting, administrative and finand@éuments and information.

In conformity with the procedure for the communicatof documents and information concerning El.Eme, investor
relations manager is involved in a dialogue wite #hareholders and with the institutional investlsn through
management of a special section of the Compantesrat site and the communication of the appropidaicuments in
compliance with the law and the regulations regaydihe treatment of company informatiorRé€golamento sul
trattamento della informazione societaria'lh 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 coempe#, functioning, means of convening, constit@ioguorums,
intervention etc. as described below in the versiah was updated on Decembet' 2014:

“Article 11

Assembly
The legally constituted Assembly represents thieegnf the shareholders, and its decisions, madmnformity with

the law and with the Statutes, are binding forddithe shareholders including those that disserwere not present.
The Assembly may be ordinary or extraordinary amy itme convened even in second or third convocation.

The ordinary Assembly must be convened at least aryear for the approval of the financial repoithin the terms
established by the law. It can be convened withierloundred and eighty days after the closing offitrencial year for
the years for which the company is obliged to degnthe consolidated statement and when partictdasons related
to the structure and the subject of the companyireqt.

The Shareholders’ Meeting is convened wheneveratiministrative body deems it opportune, or whenpecsl
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 Adminigérédody, in conformity with the relative regutats, by means of
a notice which is published, in accordance with [, 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 daytite and the
place where the meeting is being held and thefisubjects which will be discussed.

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

Article 14

Attendance at the Assembly
Attendance at the Assembly is governed by theablatvs and regulations now in effect.
The shareholders who have the right to vote magndtithe assembly on the condition that, and forrtheaber of
shares in relation to which, they have depositatifamtion 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 ofaattey which is
written and signed digitally must be sent to thexpany by certified e-mail.
The company does not make use of the institutiddesfignated 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 PresidertteoBbard of Directors or, if he is absent or impgdey the Vice-
President; if neither of them are present, thenthy person elected with the greatest majority ofesdby the
shareholders present.
The Assembly elects, even among the non-sharebpli&ecretary and, if deemed necessary, two sets.
The presence of a secretary is not necessary ifihates 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 theefAdsly has been
certified, it cannot be invalidated because somihase present have left the meeting.
The President also has the task of presiding dvenrégular conduction of the meeting of the Assgnatitecting and
moderating the discussion and establishing, whexessary the duration of each intervention, detemmgnthe methods
and order for voting and ascertaining the resudt,in conformity with the regulations which, fortated by the Board
of Directors and approved by the ordinary Assenaaly 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 assemblgd@msidered 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 Audittine 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 whemtmber 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 baumnof
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 possjbibr 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 allowsb 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 Administrators (Comment t@)art.

The President of the Board of Directors who, unfgevented from doing so, presides over the asgemmlst proceed
with a detailed description of the proposals arddiibjects in the Order of the Day of the sharedisldneeting in such
a way as to guarantee that the assembly is cortlunt@n efficient and orderly fashion. For this pose, the
shareholders meeting held on May"1007 approved the assembly regulations drawn upépoard (Criteria 9.C.3),
which were later modified on May £32011 in the part related to attendance at thenasige In fact, it was also
necessary to revise the assembly regulations itigheof the modification to article 14 of the cpamy by-laws which
was approved by the shareholders’ meeting on Oc@#E2010 after the innovations introduced by lawmakeita D.
Lgs. No. 27 of January #72010 in relation to article 2370 C.C. regarding tfight to attend the assembly and
exercising of the right to vote, and the introdotdf art. 83-sexies TUF, a rule which establistiedso-calledecord
date

The assembly regulations of EI.LEn. s-p-a- thaliated below are also available on the web sitev.elengroup.conn
the section called Investor Relations/Governaneddts and regulations.

*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 heatiEpsaor on the Internet site of the Compamwiv.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 amtiens 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 presidefhthe 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 shareholdsistlaose who have a legitimate right to attendaksembly, 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 reglibg law.
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3.2. Upon invitation by the president, the emplsyefethe Company, consultants and representati/éseccompany in
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 attéwednieetings of the
assembly unless there are objections on the paheo$hareholders present. For this purpose, thvase 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 insadtions 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 neefihbe 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 g@ssshe 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 i@ 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 legitimamfythe 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 auxiliaryasss 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 confoymwith 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 proposaigtie 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 geatially 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, nalignfollows 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 employeegsonsultants
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 pesgiedf 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 discussionsanh 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 determiggth 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 ttlodd on their own or for which they have poweatibrney. 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 gz 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, during the meeting held tlee approval of the 2018 financials reported ifatren to the
activities conducted and scheduled. Moreover dubath of the meetings held during the year, thegeamored to
make sure that adequate information concerningiéfoessary elements were supplied to the sharebdddethat they
can make informed decisions on those matters teat wf competence of the assembly (Applicativeedet9.C.2) in
particular by making the documentation and the psafs to be voted on available to the shareholdaise 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 atigeatisposal of the assembly, stated that thag\e to have
reported to the shareholders in their remuneragport Relazione sulla Remunerazigramd the present report.

During this year the market capitalization of theEB. stock varied significantly, while the presenaf the original
partners remained practically the same in the &tracof the company.

Consequently, the Board did not consider proposiogifications of the By-laws in relation to therpentage set for
the exercising of the shares and the prerogatisesreed for the protection of minorities (Critedi&.4.).

This decision was based on the circumstance tleaCtimpany by-laws refer to the law and the reguiatifor the
determination of the percentage of equity in thgitedstock necessary to exercise the rights aagtkrogatives meant
to protect the minorities.

With reference to the shareholder’ meeting which ¢ held for the approval of the financial stagrhfor 2019, the
Company will make sure that it is conducted usitigthee measures dictated by the Government, iniqdatr, in
compliance with D.L. 18 of March 172020, for the protection of the health of the jsipants.
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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 precediragmphs.
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18.0 CHANGES SINCE THE CLOSING OF THE FINANCIAL YEA R

No other changes took place in the corporate gevem
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19.0 CONSIDERATIONS CONCERNING THE LETTER OF DECEMB ER 21* 2018 FROM
THE PRESIDENT OF THE CORPORATE GOVERNANCE COMMITTEE

The recommendations contained in the letter redefvem the President of the Corporate Governancmr@ittee
2018 (“Letter”) were brought to the attention oétBoard of Directors and Board of Statutory Auditand were taken
into consideration by the committees that met onrddal?” 2019 (Nominations Committee), May 14019
(Remuneration Committee), and on Septemb&r2I119, (Risks ad Controls Committee).

After the evaluations expressed by the commissignish deemed that the existence of a correct alggrirwith the

recommendations contained there, we proceededanitiscussion of the subject during the meetinghefBoard of
Directors held on May 152019 and September 12019 of the various aspects indicated by the n@ugive board
members and by the independent ones could be irgrowvthe methods of supplying information befdre board

meetings concerning non-economic objectives and afid- to long-term period related to the variaptet of the

remuneration of the executive administrators.

For this period we implemented a segregated but tasise digital system for the transmission tocddilthe board
members and auditors for the consultation of tr@ud@ntation used during the board meetings.

From the point of view of the objectives of remuwat@n of the executive administrators, they devetbpbjectives on a
multi-year basis related to sustainability issuéscv are described and analyzed in the remuneragiport which will

be presented to the shareholders during the asgamhiith is called to approve the financial statetrfen December
31°'20109.

With reference to the Letter of Decembel"2®19, it has been brought to the attention oftresident of the Board of
Directors and Board of Statutory Auditors and Wil examine during the meetings of the Board andCtivamittee in
2020.

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. eecBmber 312019.

STRUCTURE OF CAPITAL STOCK

Number of shares % of the capital stopQuoted Rights and obligations
Ordinary shares 19.522.810 100%| 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 issuecares)

Quoted (state the
market) / not quotedinstruments in

Number of

circulation

Category of the shareiNumber of shares available f
conversion or use

available for conversio
or use

Convertible bonds

=== 0

0

Warrant

=== 0

0

SIGNIFICANT OWNERSHIPS IN SHAREHOLDERS’ CAPITAL on the basis of the amounts registered by El
in relation to the models 120 TUF which were reedias of December 32019

Person declaring Direct shareholder Quota % of the ordinary Quota % of the voting
capital capital

ANDREA CANGIOLI ANDREA CANGIOLI 15,047 15,047
ALBERTO PECCI S.M.I.L. S.R.L. 10,305 10,305
GABRIELE CLEMENTI GABRIELE CLEMENTI 9,656 9,656
IMMOBILIARE DEL | IMMOBILIARE IL CILIEGIO 7,425 7,425
CILIEGIO s.r.l.
BARBARA BAZZOCCHI BARBARA BAZZOCCHI 5,063 5,063
KEMPEN CAPITAL | KEMPEN CAPITAL 6,659 6,659
MANAGEMENT N.V. MANAGEMENT N.V.
ALBERTO PECCI ALBERTO PECCI 0,341 0,341
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TABLE 2;: STRUCTURE OF THE BOARD OF DIRECTORS AND CO MMITTEES

Board of Directors as of December 312019 Control and risks Remuneration Nomination committee
committee committee
Position Members | From | Until List Execu | Non Indep. | Indep. | Percentage Number | Members| PercentagMembers Percentage| Members| Percentage
(M/m) | tive Execu | As per| for TUF | of of other e of of of
tive, the attendance| positions attendanc| attendance attendance
Code at meetings e at at meetings at meetings
meetings
Chairman and | Gabriele Aprti]l Appr. of
managing Clementi 27 annual o
director 2018 | report M X 100% 0
2020
Managing Andrea Apgil Appr. of
director Cangioli |27 annual o
2018 | report M X 100%
2020
Managing Barbara Aprrill Appr. of
director Bazzocchi | 27" | annual o
2018 | report M X 100% 0
2020
Director Fabia Aprr]il Appr. of
Romagroli| 27" | annual |, X X X 100% 0 X 100% X 100% X 100%
2018 | report
2020
Director Alberto Aprti]l Appr. of
Pecci 27" | annual |, X 100% 0 X 100% X 100% X 100%
2018 | report
2020
Director Michele Aprti]l Appr. of
Legnaioli | 27" | annual |, X | X X 100% 0 X 100% X 100% X 100%
2018 | report
2020
Number of meetings held during 2019 Board of Control and risks committee Remuneration committee: Nomination committee: 1
Directors: 5 4 (four) 3 (three) (one)
(five)
Quorum required for the presentation of lists 2,5%

during the last appointment
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Table 3: STRUCTURE OF THE BOARD OF STATUTORY AUDITO RS

Position Member since until List Independence | 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 15 Approval M X 86% 0
2019 annual report
2021
Acting auditor Paolo Caselli May 15 Approval M X 100% 0
2019 annual report
2021
Acting auditor Rita Pelagotti May 15 Approval M X 7% 0
2019 annual report
2021
Supplementary Daniela Moroni May 1% Approval M X == 0
auditor 2019 annual report
2021
Supplementary Gino Manfriani May 18 Approval M X == 0
auditor 2019 annual report
2021

Number of meetings held in 2019:

CONSOB, with resolution 13 of January 24 2019 set the percentage of equity required for theresentation of the lists at 4,5% of the capitaltsck.
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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, letten), 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-B8s, sub-section 2,
It. b), TUF (henceforth called the System).

*%k%

1) 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 internatiost practice and is based on the CoSO Framewodelnetaborated
by the Committee of Sponsoring Organizations oTtteadway Commission, integrated for the computpeets with
the component Enterprise Risk Management (ERM): SCCERM Framework”) ad the Confindustria guide lines

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 financialreporting, for the purpose of guaranteeing that the findn@porting supplied a
true and correct representation of the financiad aeonomic situation in conformity with the genbral
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 obligationsradation to internal
dealing, organizational modekD. Lgs 231/2001, Environmental policy, Human Rigi#sti-corruption.

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 edbntrols 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 themrmt@aeceptable level as well as guaranteeing thapaagnobjectives

are reached. It is composed of the following eletsien

i. Administrative and accounting procedurdéise set of company procedures that are significarelation to the
drawing up and diffusion of accounting informatigike 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:|
quality management system ISO 902015 and ISO 13485:2016 MDSAP.

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 ofivities 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 informmgten 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.

*%k%

2) Description of the main characteristics of the $tem 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) Phases of the System for managing risks and imteal controls existing in relation to the process bfinancial
information

The main characteristics of the System for intecwitrols in relation to the process of financialormation are
described below:

a.1l) 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 statementerbsis 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 quatiiie 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 mgswf authorizations, the conducting of recondibias, and of
verifications of consistency. The controls ideetifiat the procedural level, moreover, have beessified according to
their characteristics in manual or automatic.

At the company levealpecific controls have been identified as “pervasivneaning that they characterize the entire
structure, like assigning of responsibilities, digition of powers and jobs, and controls of a gaheature on the
computer systems, the segregation of duties.

a.3) Evaluation of the controls for the risks whidve 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 Department &adternal consultants for the 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 Dirextbie Internal Controls and Risk Assessment Casion and
Statutory Auditors acting as the Commission foeiinal controls.

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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Controls and Risks Committeavhich has the duty to advise and to recommeral ialseference to the administrative
and accounting internal controls system.

« the Board of Statutory Auditors acts as a commission for internal controls anduacting audit, as well as the
responsibilities described in art. 19 D. Lgs. 39/22

» the Board member in charge of the internal controls andsk assessment systems 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; foratision 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 has jointly with the Director éharge of the internal controls and risk assessisystem, has the
responsibility for evaluating and monitoring thedeof adequacy and effectiveness of the adminiggand financial
internal control system by conducting investigataetivities.

« thelnternal Auditor has the task of controlling the financial stateteemnd establishing if, either continuously or in
relation to specific requirements, and respecthmey international standards, the operations ancethaency of the
system o internal controls and risk managementdisqaate, with reference to the formulation of thearicial
statements.

» the Supervising Bodyin following the Organization Model ex D. Lgs. 23001 has the task of supervising the
compliance with the procedures set up by the Comparelation to the prevention of company viaats.
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Consolidated statement of financial position

Assets Note 31/12/2019 31/12/2018
Intangible assets 1 4.833.808 4.483.948
Tangible assets 81.812.628 61.019.946
Equity investments 3

- in associated companies 1.367.332 1.423.909

- other 1.035.420 1.035.420

Total Equity investments 2.402.752 2.459.329
Deferred tax assets 4 6.641.048 6.333.580
Other non-current assets 4 15.275.980 12.582.025
Total non current assets 110.966.216 86.878.828
Inventories 97.037.190 85.892.337
Accounts receivable 6

- third parties 91.210.947 79.537.108

- associated companies 815.140 709.240

Total Accounts receivable 92.026.087 80.246.348
Tax receivables 7 12.688.545 11.435.801
Other receivables 7

- third parties 13.324.317 12.362.979

- associated companies 128.326 127.067

Total Other receivables 13.452.643 12.490.046
Securities and other current financial assets 8 2.126.791 1.951.235
Cash and cash equivalents 9 97.030.962 80.966.102
Total current assets 314.362.218 272.981.869
Total Assets 425.328.434 359.860.697
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Liabilities Note 31/12/2019 31/12/2018
Share capital 10 2.537.965 2.508.671
Additional paid in capital 11 41.430.624 38.593.618
Other reserves 12 88.105.328 92.167.296
Treasury stock 13 - -
Retained earnings / (accumulated deficit) 14 64.336.515 50.596.457
Net income / (loss) 26.016.748 16.794.077
Group shareholders' equity 222.427.180 200.660.119
Minority interest 18.206.282 18.575.570
Total shareholders' equity 240.633.462 219.235.689
Severance indemnity 15 4.737.530 4.378.486
Deferred tax liabilities 16 2.031.588 1.677.502
Other accruals 17 4.528.232 3.955.131
Financial debts and liabilities 18

- third parties 21.115.757 12.492.839

Total Financial debts and liabilities 21.115.757 12.492.839
Total non current liabilities 32.413.107 22.503.958
Financial liabilities 19

- third parties 16.706.435 8.037.568

- associated companies - 276.608

Total Financial liabilities 16.706.435 8.314.176
Accounts payable 20

- third parties 78.372.780 63.891.040

- associated companies 18.000 -

Total Accounts payable 78.390.780 63.891.040
Income tax payables 21 3.507.179 2.485.761
Other current payables 21

- third parties 53.606.690 43.430.073

- associated companies 70.781 -

Total Other current payables 53.677.471 43.430.073
Total current liabilities 152.281.865 118.121.050
Total Liabilities and Shareholders' equity 425.328.434 359.860.697
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Consolidated Income Statement

Income Statement Note 31/12/2019 31/12/2018
Revenues 22

- third parties 399.442.772 343.416.119

- associated companies 1.317.917 2.603.952

Total Revenues 400.760.689 346.020.071
Other revenues and income 23

- third parties 3.309.141 5.596.519

- associated companies 164.495 16.251

Total Other revenues and income 3.583.6 5.612.770
Revenues and income from operating activity 404.234.325 351.632.841
Purchase of raw materials 24

- third parties 225.233.225 207.323.517

- associated companies 269 63.531

Total Purchase of raw materials 225.233.494 207.387.048
Changes in inventory of finished goods (4.986.388) (11.878.240)
Change in inventory of raw material (7.187.200) (8.169.518)
Direct services 25

- third parties 35.153.507 26.815.540

Total Direct services 35.153.507 26.815.540
Other operating services and charges 25

- third parties 43.606.459 42.865.034

- associated companies 18.000 5.213

Total Other operating services and charges 43.624.459 42.870.247
Staff cost 26 66.084.687 58.989.326
Depreciation, amortization and other accruals 27 8.113.578 5.631.196
EBIT 38.198.188 29.987.242
Financial charges 28

- third parties (757.660) (586.864)

Total Financial charges (757.660) (586.864)
Financial income 28

- third parties 956.082 902.263

- associated companies 4.376 14.715

Total Financial income 960.458 916.978
Exchange gain (loss) 28 265.473 539.316
Share of profit of associated companies (22.752) (1.305.679)
Other non operating charges 29 - (5.700)
Other non operating income 29 - -
Income (loss) before taxes 38.643.707 29.545.293
Income taxes 30 9.868.415 7.706.626
Income (loss) for the financial period 28.775.292 21.838.667
Net profit (loss) of minority interest 2.758.544 5.044.590
Net income (loss) 26.016.748 16.794.077
Basic net income/(loss) per share 31 1,35 0,87
Diluted net income/(loss) per share 31 1,29 0,84
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Consolidated statement of comprehensive income

Note 31/12/2019 31/12/2018
Reported net (loss) income (A) 28.775.292 21.838.667
Other income/(loss) that will not be entered imime statement net of fiscal effects:
Measurement of defined-benefit plans (305.487) 38.460
Other income/(loss) that will be entered in incastatement net of fiscal effects:
Cumulative conversion adjustments 251.919 572.769
Unrealized gain (loss) on investment AFS 33 0 0
Total other income/(loss), net of fiscal effectB} ( (53.568) 611.229
Total comprehensive (loss) income (A)+(B) 28.721.725 22.449.896
Referable to:
Parent Shareholders 25.947.354 17.379.375
Minority Shareholders 2.774.371 5.070.521
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Consolidated cash flow statement

Cash flow statement Note 31/12/19 related 31/12/18 related
parties parties

Operating activity

Income (loss) for the financial period 28.775.29% 21.838.66j

Amortizations and depreciations 27 6.886.064 4.424.863

Gain/Loss on financial investments and equity itwesits 29 0 0

Share of profit of associated companies 22.752 22.752 1.305.679 1.305.679

Write-downs for impairment losses 27-29 27.007 5.700

Stock Option 711.198 862.662

Severance indemnity 15 (42.912) 212.555

Provisions for risks and charges 17 573.100 158.481

Bad debt reserve 6 (734.986) (546.577)

Deferred income tax assets 4 (210.999) (76.632)

Deferred income tax liabilities 16 354.086 194.412

Inventories 5 (11.144.853) (19.325.036)

Accounts receivable 6 (11.044.754) (105.899) 745.335 176.641

Tax receivables 7 (1.252.744) (2.493.828)

Other receivables 7 (961.177) 941.645

Accounts payable 20 14.499.742 18.000 633.979

Income tax payables 21 1.021.418 831.513

Other payables 21 10.247.400 70.781 2.224.860

Cash flow generated by operating activity 37.72634 11.938.278

Investment activity

Tangible assets 2 (20.558.682) (25.856.830)

Intangible assets 1 (1.021.428) (635.375)

Equity investments, securities and other finanesslets 3-4-8 (2.828)59 56.577 (219.140) 1.113.447

Financial receivables 4-7 (10.507) (1.259) 417.431 346.608

Cash flow generated by investment activity (24.41215) (26.293.914)

Financing activity

Non current financial liabilities 18 4.993.188 6.617.663

Current financial liabilities 19 5.546.483 (276.608) (847.131) 276.608

Capital increase 10 2.866.299 0

Dividends paid 32 (8.611.453) (8.433.957)

Cash flow generated by financing activity 4,794 (2.663.424)

Change in cumulative translation adjustment reserveind other no (2.038.076) 633.684

monetary changes

Increase/(decrease) in cash and cash equivalents 16.064.860 (16.385.376)

Cash and cash equivalents at the beginning of then&ncial period 80.966.102 97.351.478

Cash and cash equivalents at the end of the finamtiperiod 97.030.962 80.966.102

All of the cash and cash equivalents consist dfi cashand and balance in the checking accountsedbanks.
Interest earned during this financial period ameuatabout 781 thousand Euros.

Income taxes for this financial year amounted #r8illion Euros.
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Changes in the consolidated shareholders’ equity

Total shareholders' equita 31/12/2017 gﬁgg‘;?or?]e d?é‘t’;idbeurzgj moc\)/tehnigms ﬁ?]?c?r;ihzgzls\;e 31/12/2018
Share capital 2.508.671 2.508.671
Additional paid in capital 38.593.618 38.593.61
Legal reserve 537.302 537.307
Treasury stock

Other reserves:

Extraordinary reserve 95.059.8[71 41.146 -7.718.989 87.382.029
Special reserve for grants received 426.657 426.657
Cumulative translation adjustment -417.403 550.953 133.550
Other riserve 2.804.914 862.662 20.183 3.687.759
Retained earnings / (accumulated deficit) 35.178|08 15.593.147 -183.940 14.162| 50.596.457
Net income / (loss) 15.634.293  -15.634.293 16.794.077 16.794.077
Total Group shareholders' equita 190.321.011 -7.718.989 678.722 17.379.375 200.660.119
Capital and reserve of minority interest 9.199.838  4.775.827 -714.968 244.852 25.931f 13.530.980
Result of minority interest 4.775.827 -4.775.827| 5.044.590 5.044.590
Total Minority interest 13.975.165 -714.968 244.852 5.070.521] 18.575.570
Total shareholders' equita 204.296.174 -8.433.957 923.574 22.449.89 219.235.689
Total shareholders' equity 31122018 Mol ncome d?;‘t’;idbeu’:gj moc\’/tehnfgms ﬁ?\’g‘(ﬂfehggz's‘;e 31/12/2019
Share capital 2.508.6711 29.294 2.537.965
Additional paid in capital 38.593.618 2.837.006 41.430.624
Legal reserve 537.302 537.307
Treasury stock

Other reserves:

Extraordinary reserve 87.382.0p8 -4.904.950 1 82.477.079
Special reserve for grants received 426.657 426.657
Cumulative translation adjustment 133.550 170.177 303.727
Other reserves 3.687.759 711.198 -38.394 4.360.563
Retained earnings / (accumulated deficit) 50.596|45 16.794.077  -2.814.039 -38.803 -201.177| 64.336.515
Net income / (loss) 16.794.077 -16.794.077 26.016.748 26.016.748
Total Group shareholders' equity 200.660.119 -7.718.989 3.538.696 25.947.354 222.427.18Q
Capital and reserve of minority interest 13.530.p80  5.044.59(Q -892.464) -2.251.195 15.827| 15.447.738
Result of minority interest 5.044.590 -5.044.590 2.758.544 2.758.544
Total Minority interest 18.575.57Q -892.464  -2.251.195 2.774.371 18.206.282
Total shareholders' equity 219.235.689 -8.611.453 1.287.501] 28.721.725 240.633.462
The amounts entered in the column “Comprehensoss)lincome” refer to:

- the conversion reserve for the change that invotliedassets in currency held by the Group;

- the other reserve and retained earnings that aialymiavolved in the remeasurement of the severance

indemnity fund at the end of the year for the am@alated to the subsidiary companies.

For further details, please consult the specifarthf the statement of comprehensive income.

With reference to the total minority interest, imain decrease refers to the approx. 2,3 millionoEwghown in the
column of other movements which is related to thaidlation of the minority shareholder of Penta GdmuWuhan by

Penta Laser Wenzhou.
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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 Miitich 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" 2020.

The amounts shown in this statement are in Eurbghiis the working currency of the Parent Compangt many of
its subsidiaries.

PRINCIPLES USED FOR DRAWING UP THE FINANCIAL STATEM ENT
AND ACCOUNTING STANDARDS

PRINCIPLES USED FOR DRAWING UP THE FINANCIAL STATEM ENT

The consolidated financial statement has been dnagvron the basis of the principle of historical tcesth the
exception of a few categories of financial instrumse the evaluation of which has been conductetherbasis of the
principle offair value.

This consolidated financial statement consists of:
» the Consolidated Statement of financial position,
» the Consolidated Income Statement,
» the Consolidated statement of comprehensive income
» the Consolidated Cash flow statement
» the Statement of changes in the Consolidated Sthlaeis’ equity,
» the following Notes

The economic information which is provided hererétated to the financial years 2019 and 2018. Tihantial
information, however, is supplied with referencé®cember 312019 and December 312018.

The parent company EL.En. S.p.A. appointed thegaddent auditors Deloitte & Touche S.p.A. for tlemsolidated
financial statement dated Decembet* 2019.

COMPLIANCE WITH INTERNATIONAL ACCOUNTING STANDARDS

This consolidated financial statement for the firiah year ending December 812019 has been drawn up in
compliance with the International Accounting Standda(IFRS) promulgated by the International AccinmiStandard
Board (IASB) and approved by the European UnionthWkRS we mean also the International Accountitan&ards
(IAS) still in effect, as well as the interpretidecuments issued by the International FinancialoRémm Interpretations
Committee (IFRIC), formerly known as the Standintetpretations Committee (SIC).

ACCOUNTING STANDARDS, AMENDMENTS AND IFRS INTERPRET ATIONS APPLIED
SINCE JANUARY 1572019

Accounting principles, amendments and interpretai®applied since January®1 2019:

« On January 132016 the IASB published standafeRS 16 — Leaseswhich is supposed to replace IAS 17—
Leases as well as interpretations IFRIC @etermining whether an Arrangement contains a Le&€-15
Operating Leases—Incentivaed SIC-27Evaluating the Substance of Transactions InvolirgLegal Form of a
Lease
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This standard supplies a new definition ofeaseand introduces a criteria based on tight of useof an asseto
distinguish leasing contracts from contracts far supplying of services and identifies as discrating factors of a
lease: the identification of the asset, the righteplace it, the right to obtain substantiallyalithe economic benefits
derived from the use of the asset and the rightrext the use of the object referred to in thetizm.

The standard sets a single model for the recognétiad evaluation of leasing contracts for the kesgiich includes the
entering of the asset which is named in the cofthacluding operative ones, among the assets thélcorresponding
sum in the financial debts. On the contrary, tlamdard does not include any significant modifiaagifor the lessor.

The standard has been applied since Janis2919.

The Group decided to apply the standard retrospeygti however, entering the cumulative effect dedivfrom the
application of the standard in the shareholderstggun January %2019 (not modifying the comparative data for 2018)
in compliance with paragraphs IFRS 16 C7-C13.

In particular, the Company entered into accounts ftillowing items related to leasing contracts whltad been
previously classified as operative:

-a financial liability which was equal to the cunteralue of the future residual payments on the déthe transaction,
actualized using for each contract the incremeyaadowing rate applicable on the date of the tratisa;

- a right of use equal to the value of the finahli#bility on the date of the transaction, netanfy deferred income and
prepaid expenses referred to the lease and reggisieithe statement of financial position on theed# the closing of
the financials for this year.

The application of IFRS 16 on the date of the taatisn, January®12019, brought about the entry of rights of use for
4,9 million Euros and a financial liability of teame amount.

When applying IFRS 16, the Group made use of tleengtion granted by paragraph IFRS 16:5(a) in i@t short-
term leasdor contracts with a duration of less than a year.

At the same time, the Group made use of the exemptianted by IFRS 16:5(b) concerning leasing eatsrfor which
the underlying asset is considered a low valuetashe contracts for which the exemption was appii¢idnainly into
the following categories:

Computers, telephones, printers, small equipmeshiedectronic devices.

For these contracts the introduction of IFRS 16mtittlcomport the recording of the financial liatyilof the leasing and
the right of use, but the leasing fees were entarethe income statement on a linear basis fordination of the
contracts.

For the purpose of supplying assistance in the nstaleding of the impact caused by the first appbeaof the
standard, the chart below shows the reconciliabetween the future commitments related to leasiogtracts,
information for which was given in the same parpbraf the consolidated financial statement for 2at8 the impact
derived from the adoption of IFRS 16 on Januafga19 (data expressed in millions of Euros).

Assets right of use 1 gennaio 2019
Building 3,6
Electronic office equipment 0,0
Industrial and commercial equipment 0,1
Motor vehicles 11
Plants & machinery 0,1
Total 4,9

Financial liabilities:

< 1year 13
> 1 year 3,6
Total 4,9
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Commitments for operative leasing as of December

31%2018 6,6
Of which:

Short term or low value leasing 0,6
Service components included in the rents 0,9
Actualization effect 0,2

Other variations -

Value of right of use on January ¥ 2019 4,9

On June ¥ 2017 the IASB published an interpretation calleicertainty over Income Tax TreatmentdFRIC
Interpretation 23)”. The interpretation deals with the issue of theemtainties which exist concerning the income
tax treatments to be applied. In particular, theerpretation requires an entity to analyze thecertain tax
treatmentgindividually or all together, depending on thelraracteristics) always assuming that the tax aitig®
examining the fiscal position involved are fully ame of all the relevant information. In the casevhich the entity
feels that it is unlikely that the tax authoritescept the treatment that has been used, the emiiy reflect on the
effect of the uncertainty in the measurement ofrttexes on the current and deferred income. Maggothe
document does not contain any new obligationsHerimformation, but stresses that the entity mestminine if it
will be necessary to supply information on the ddesations made by the management and related go th
uncertainties inherent in the recording of the sie compliance with IAS 1. This new interpretatibas been
applied since January'2019.

The adoption of this amendment has not had angtaffethe consolidated financial statement of theu@.

On October 1% 2017 the IASB published a document calldcbng-term Interests in Associates and Joint
Ventures (Amendments to IAS 28)This document clarifies the necessity of applylRRS 9, including the
requirements related to impairment, and to othegterm interests in associated companies and yeintures to
which the shareholders’ equity method is not ajpplie

The adoption of this amendment has not had angteffethe consolidated financial statement of theu@.

On October 1% 2017 the IASB published an amendment to IFRSPgepayment Features with Negative
CompensationThis document specifies that the instrumentsiti@dtide a reimbursement in advance could respect
the Solely Payments of Principal and Interé$$PPI") test even in the case that thereresaSonable additional
compensationto be paid in the case that the prepaid reimbureeime ‘hegative compensatidifor the financer.

The adoption of this amendment has not had angtaffethe consolidated financial statement of theu@.

On December 122017 the IASB published a document callékhtiual Improvements to IFRSs 2015-2017
Cycle' which contains the modifications to some of gtendards as part of the annual improvement protéss
main modifications were:

e |IFRS 3Business Combinations e IFRS 11 Joint Arrangeméhésamendment clarifies that as soon as an
entity obtains the control of a business which espnts a joint operation, it must remeasure therests
previously held in that business. This process,dwar; is not required when they obtain joint cointro

« |IAS 12 Income Taxesthe amendment clarifies that all the fiscal efferelated to dividends (including
payments on financial instruments that are classifn the net assets) must be recorded in a waghwhi
consistent with the transaction which generatetphait (income statement, OCI, net assets).

* |AS 23Borrowing coststhe modification clarifies that in the case afdhcing that remains outstanding even
after thequalifying asseto which it refers is already ready for use ordale, this financing becomes part of
the set of financings used to calculate the cdstseofinancing.

The adoption of this amendment has not had angtaffethe consolidated financial statement of theu@.

On February ¥ 2018 the IASB published a document calldlaht Amendment, Curtailment or Settlement
(Amendments to IAS 19)he document clarifies that an entity must rec@nahodification (i.e. aurtailmentor a
settlementof a defined benefit plan. The modifications reguhe entity to update their hypotheses and reorea
the net liabilities or assets create by the pldre @amendments clarify that after such an eventobasrred, the
entity must use the updated hypothesis to meabkam@trent service cosdnd the interest for the rest of the period
after the event.
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The adoption of this amendment has not had angteffethe consolidated financial statement of theu@.

Other standards or modifications, approved or yahke European Union, which are not yet mandat@yiplicable and
which had not been adopted by the Group as of DieeeBt' 2019 are summarized in the following chart.

Approved by the  Date when the standard

Description date of this report becomes mandatory
Amendments to IFRS 10 and IAS 28: Sale or Contidloubf Assets

between an Investor and its Associate or Joint Menfissued in NO Not set
September 2014)

Amendments to IAS 1 and IAS 8: Definition of Matdr{issued in t
October 2018) Sl Jan. 12020
Amendments to IFRS 3: Definition of a Businessugbsin October NO Jan. 12020
2018)

IFRS 17 Insurance Contracts (issued in May 2017) NO Jan. #2021
Amendments to IFRS 9, IAS 39 and IFRS 7: InteregeR t
Benchmark Reform (issued in September 2019) NO Jan. 12020
Conceptual Framework for Financial Reporting (issureMarch, S| Jan. 2020

2018)

The Group has not adopted in advance any of the stamdards, interpretations or modifications whictve been
issued not are not yet in force.
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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

Company name Note| Headquarters | Currency Sh"?"e Percentage held
capital .
Consolidated
percentage
Direct | Indirect| Total
Parent company
Calenzano |
ELEN. S.p.A. A EUR 2.537.965
Subsidiary companies
Ot-Las S.r.l. ﬁ?g‘zam EUR 154.621 96,65% 96,65% 96,65%
Cutlite Penta S.r.| 1 g%',f)“zano EUR 500.000 100,00%| 100,00% 96,65%
Deka Mela S.r.I. (C;'Ae)”zam EUR 40.560 85,00% 85,00% 85,00%
Esthelogue S.r.l. 2 ﬁ?g‘zam EUR 100.000 50,00%| 50,00%| 100,00%|  100,00%
Deka Sarl Lione (FRA) EUR 155.668 100,00% 100,009  100,00%
Torre
Lasit S.p.A. Annunziata EUR 1.154.000 70,00% 70,00% 70,00%
(ITA)
Quanta System S.p.A. Milano (ITA EUR 1.50| 100,00% 100,009  100,00%
Asclepion GmbH 3| Jena (GER) EUR 2.025.00060,00%| 50,00%| 100,00% 100,00%
ASAS.I.l. 4 ﬁ;CA“)gna”O EUR 46.800 60,00%| 60,00% 51,00%
BRCT Inc. E\lue;vAg(ork uUsbD no par valug¢ 100,00% 100,00% 100,00%)
with Us Co., Ltd 5 | Tokyo (JAP) PY 100.000.400 78,85%| 78,85% 78,85%
Deka Japan Co., Ltd Tokyo (JAP JPY 10.000/0055,00% 55,00% 55,00%
Penta-Chutian Laser (Wuhan) Co., Ltd 3\(’(‘5‘_“;’;) CNY 20.483.763 100,00%| 100,00% 51,74%
Penta-Laser Equipment Wenzhou Co., Ltd %’éﬂ:ﬁhA")“ CNY 32.259.393 53,53% 53,53% 51,74%
. . Blumenau f o o o
Cutlite do Brasil Ltda (BRASIL) BRL 8.138.595 98,27% 98,27% 98,27%
Pharmonia S.r.l. g%',f)“zano EUR 50.000 100,00% 100,00% 100,00%
Deka Medical Inc. 8 f’jg AF)""”C'SCO usD 10 100,00%| 100,00% 100,00%
Merit Due S.r.l. 9 ﬁ?g‘zam EUR 13.000 100,00%| 100,00% 96,65%
Cassano
Galli Giovanni & C. S.r.l. 10 | Magnago EUR 31.200 70,00%| 70,00% 70,00%
(ITA)
Penta Laser Technology (Shangdong) Co., Ltd.1 '(-'C”gl’:N " CNY 8.000.00( 100,00%| 100,00% 51,74%

(1) held by Ot-las Srl (100%)

(2) held by Elen SpA (50%) and by Asclepion (50%)

(3) held by Elen SpA (50%) and by Quanta System &i86)
(4) held by Deka Mela Srl (60%)

(5) held by BRCT Inc. (78,85%)

(6) held by Penta-Laser Equipment Wenzhou Co. (160%)
(7) held by Ot-las Srl (53,53%)
(8) held by BRCT (100%)

(9) held by Ot-las Srl (100%)
(10) held by Quanta System SpA (70%)
(11) held by Penta-Laser Equipment Wenzhou Co.{(160%)
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Operations conducted during this year

For the operations conducted this year, please tefthe description given in the paragraph titl&ignificant events
which occurred during 2019” in the Management Repor

ASSOCIATED COMPANIES

EL.LEn. SpA holds directly and indirectly equitias Gompanies in which, however, it does not havetrobnThese
companies are evaluated according to the sharelsblbpity method.

The equities in associated companies are showreiohart below:

Company name Note Headquarters | Currency ;h?t;el Percentage held

p Consolidated

percentage

Direct Indirect Total

- Solbiate o o o
Immobiliare Del.Co. S.r.l. Olona (ITA) EUR 24.000 30,00% 30,00% 30,00%
Actis S.r.l. (Clif)”zano EUR 10.200 12,00% 12,00% 12,00%
Elesta S.r.l. (C;'Ae)”zano EUR 910.000 50,00% 50,00% 50,00%

Chutian (Tiajin) Laser Tianjin o o o
Technologies Co.,Ltd 1 (CHINA) CNY 2.000.00¢ 41,00% 41,00% 21,79%

Quanta Aesthetic Lasers Englewood o o o
Usa, LLC 2 (USA) USD 200 19,50% 19,50% 19,50%
Accure LLC 3 (DjéaA";’are uSD A 39,44% 39,44% 39,44%

(1) held by Penta Chutian Laser (Wuhan) Co. Lt}
(2) held by BRCT (19,50%)
(3) held by Quanta System S.p.A. (39,44%)

EQUITIES IN OTHER COMPANIES

For the operations conducted during this year,galeafer to the description given in the paragr&bnificant events
which occurred during 2019” in the Management Repor

TREASURY STOCK

On January 172019, the shareholders meeting authorized theo§ateasury stock within 18 months of the datéhef
resolution, as further specified in the specialtisacon the Management Report related to signitiGarents which
occurred this year.

At the date of this report, EI.En. S.p.A. doesowh any treasury stock.

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 Compahg economic results of the subsidiary compathigsare bought

or sold during the year are included in the comlstéd Income Statement from the actual date afhase 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 beesrgtenl by transactions made between the consdlidatepanies.
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The book value of the equity in each of the subsids is eliminated in the place of the correspoggiortion 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 gjive), 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 heading of the shareholders’ equity titled “iGdpnd Reserves of third parties”; the portionttod consolidated
economic result which corresponds to the equitfakicd parties is entered into accounts underhbading “result of
minority interest”.

TRANSACTIONS IN FOREIGN CURRENCY

The accounting situation of each consolidated campgdrawn 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 accourdifgtions
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 differencesdnversion accumulated and entered into accourgs adnuary 4
2004 are involved in the determination of the atins 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 Ratg
exchange rate

Currencies 31/12/2018 31/12/2019 31/12/2014
usD 1,15 1,12 1,11
Yen 125,85 122,01 121,94
Yuan 7,88 7,74 7,81
Real 4,44 441 4,5]

USE OF ESTIMATES

In applying the IFRS, the drawing up of the Cordatiéd Financial Statement requires estimates andrations to be
made which affect the assets and liability figuséthe financial statement and relative informatand potential assets
and liabilities at the date of reference. The d#fia results could differ from such estimates. Bstimates are used to
enter the provisions for risks on receivables,dbsolescence of stocks, amortization and depreniatievaluation of
assets, stock options, employee benefits, taxesodmet provisions and funds. The estimates andngstions are
periodically reviewed and the effects of any vaoiatare reflected in the Income statement. Goodwilubjected to
impairment test to determine any loss in value.

The estimates that were made did not consider ikertainties generated by the spread of the Corwna which we

have described in the paragraph titled “Significeménts which occurred after Decembet 2019” contained in the
Management Report because these factors of inggaidive been considered events which do not conguarections
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in the amounts shown in the statements in compiavith IAS 10 § 21. At the present day, the admiatsrs do not
have enough information to estimate the effecthisfphenomenon on the amounts shown in the fiaangports.

The amounts which, for their very nature, requirgreater use of estimates by the administratorsfandvhich a
change in the conditions underlying the assumptisexl may have an impact on the consolidated fiars@atement
are:

» Bad debt reserve; this fund represents the Istish&tion of the management on the potential lnghé portfolio of
receivables from clients. The estimate is baseexpected losses on similar receivables in the pasthe trend of past
due receivables, on the evaluation of the qualitythe receivable and the outlook for the economid anarket
conditions; the estimate made by the administratthough it is based on past data and marketittonsl, may be
subject to change in the competitive or marketm@mment in which the Group operates.

* Inventory obsolescence fund; the inventory of raaterials and finished products with slow rotatésa periodically
analyzed on the basis of the related data in tisé gnad the possibility of selling them at a loweice than would be
normal for market transactions. If, from this arsdgdy it appears necessary to reduce the valueeahttentory, a special
devaluation fund is created; as with the bad dekenve, the determining of the Inventory obsoleseefund is
calculated on the basis of past data and marketr&tion, and any changes which may have occurrédei market
scenario and the trends may significantly modify ¢hiteria used for determining the underlyingraaties.

* Leases: the determination of right of use whialesges from leasing contracts, and the relativanfiral liabilities,
represents a significant estimate on the partefthnagement. In particular, a high level of judghig used to set the
lease term and for the calculation of the incremehbrrowing rate. The determination of the leasent bears in
consideration the expiration of the contract whids been underwritten as well as any renewal clawseéch the
Group believes are reasonably certain to be applied incremental borrowing rate is created comsidethe typology
of the asset which is the subject of the leasingract, the jurisdiction in which this object isqaired and the currency
that is used in the contract. Any changes in theketascenario and trends may require a review efdlements
described.

» Goodwill: The procedure for determining the reexble value of goodwill implicates, in the estimaf the value of
use, hypotheses related to the prediction of tipeeted cash flow from eadash generating unfCGU) identified by
referring to the plans for the next three-yearqurithe determination of an appropriate actuatiratate (WACC), and
the growth over a long period of time (g-rate). Aohanges in the scenario which has been referraddan the trends
of the market may require a review of the compon€eescribed.

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 cbstyvis net of the amortization applied in the couré¢he financial
years and directly ascribed to the single headifigs.company has chosen to maintain historical, catiter than fair
value, as the measurement criteria for intangilxedfassets. In the case in which, independentih@famortization
already entered, there should be a loss of vahgefixed asset is correspondingly devalued; ikubsequent 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 developmeniew products and services constitute, dependinthe individual
case, tangible or intangible assets generatednaitgrand are entered in the assets only wherehallfollowing
conditions are satisfied: 1) where the technicalsgaility or intention to complete the asset sdcamake 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 theefasar of utility for internal purposes; 4) the lihiof the asset to
generate future economic benefits; 5) the avaitaf sufficient technical and financial resousct® complete the
development and sale or internal use of the pitsdaied services deriving from it; 6) reliable assesnt of the costs
attributable to the asset during its developmeht €apitalization of development costs includes/ dhe expenses
incurred which may be directly attributed to thevelepment process. Research costs are entereckimntdome
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 indéérlife are not subject to systematic amortizatoort to an annual
impairment test. If the amount that can be recalésestimated to be less than the relative bodlkeyit is reduced to
the lowest recoverable value. A loss in value mwahimmediately in the Income Statement. For godddevaluations
are not subject to reversals of impairment.
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Business combinations and goodwiill

Business combinations since Januafy2010

Business combinations are entered into accountg uke acquisitions method. The cost of an acduisis evaluated
as the sum of the amount transferred measuredirataue on the date of the acquisition and the amhaf any
minority equities in the company acquired. For ebigbiness combination the purchaser must evaludsér ¥alue any
minority equities in the company acquired or elsegioportion to the quota of the minority equitythe net assets
indentified in the company acquired. The costs ajussitions are entered into accounts and clags#imong the
management expenses.

When the Group acquires a business, it must clagsiflesignate the financial assets acquired bilii@s assumed in
compliance with the terms of the contract acquithd,economic conditions and the other pertinentditmns in force
on the date of the purchase. This includes thdieation conducted in order to establish if an meated 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 shalders’ equity method and report in the Incomeestent any
profits or losses which have been registered.

Every potential amount must be reported by the ager at fair value on the date of acquisition. ¥éation in the
fair value of the potential amount classified asea®r 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 gheential
amount is classified in the shareholder’s equiy,value must not be recalculated until its extorctis entered into
accounts against the capital and reserves.

Goodwill is initially evaluated at the costs whietnerges from the excess between the sum of theraspaid and the
amount recognized for the minority quotas with eedgo the identified net assets acquired andigtdities assumed
by the Group. If the amount is less than the failue of the net assets of the subsidiary acquired difference is
reported in the Income Statement.

After the initial reporting, the goodwill is evaligaat cost reduced by the amount of losses accomoulédfter the
verification of loss of value, the goodwill acqudrén a business combination, after the date of ia@ttpn must be
allocated to each of the cash-generating units (C@&&t have been identified and which are expetdukenefit from
the business combination, whether or not othertasseliabilities of the acquired entity have besssigned to that
unit..The identification of the CGU coincides wihch juridical subject.

If the goodwill has been assigned to a unit geiregatash flow and the entity disposes of part efdksets of that unit,
the goodwill associated with the asset disposethuast be included in the accounting value of thestas§ that unit
when determining the profit or loss derived frone isposal. The goodwill associated with the adsst has been
disposed of must be determined on the basis afelative values of the disposed assets and thewgntained by the
unit generating cash flow.

The goodwill derived from the acquisitions madedbefJanuary 12004 is entered t the amount registered under this
heading in the last consolidated statement drawaruthe basis of the preceding accounting stand@esember 31
2003).

Goodwill on equity of associates is included in tarying value of these companies. In case iteigative, it is
immediately recognized in the income statement.

Business combinations prior to Januafy2010
The business combinations registered before Jaiff&910 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 thet @&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 fagilée fixed assets.
Specifically, in accordance with such standardsvdlue of land and of the buildings constructedt @ separated and
only the building is amortized.
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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 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 discounteithgig pre-tax discount rate which reflects the entrmarket value of
the money rate referred to the investment periaisprecific risks of the business. For a businesg@oerating highly
independent flows of funds, the cashing-in valuddsermined in relation to the cash-generating whiich the said
business belongs to. A loss of value is enteratienincome Statement wherever the value enterethéoasset or the
relative cash generating unit which it is allocateds higher than the presumed cashing-in vaNi&h the exception of
goodwill, value losses are readjusted wherevec#tuses 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 hawagtracted the dividends and after having maderghgfications
required by the accounting standards used for aigawp the consolidated statement in compliance thighlFRS 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 inéghuntil 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%)
are evaluated afair value”. The assumption for this disposition is that tfar value” can be reliably estimated.
When the'fair value” cannot be estimated reliably the investment isusad at cost.

Financial instruments and financial assets at faivalue with variations entered in the Income StatenT.

This category includes the assets held for negotiand the designated assets, at the time thatwbee first reported,
as financial assets at fair value with variationgeeed in the Income Statement. The Group evalugstéisancial assets
at the time for value registered in the IncomeeStesnt (held for negotiation) if the intention tdl seem within a brief

period of time is still appropriate.

Financial instruments and financial assets availalel 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.
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Accounts receivable

The receivables are entered into accounts initetfgir value which corresponds to the nominal value and, lakey
are evaluated at the amortized cost and reducdbeircase of loss of value. Moreover, they are &eljuso their
presumed cashing-in value by entering them in aiapeectified fund.

The receivables that are in a currency that inediffit from that used for the financial statemeet emtered at the
exchange rate that is valid on the day of the djmerand, later, converted to the rate of the enth@year. The gain or
loss derived from the conversion is entered initkkeme statement.

Other financial assets

Financial assets are added and removed from tladial statement according to the date of negotiatind are
initially evaluated at cost, inclusive of the chasglirectly connected with the acquisition. At tbsequent dates of
the financial statement, the financial assets tdwddd 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 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 io value.

Cash and cash equivalents
This heading includes cash reserves and bank atscand other short-term financial investments sithigh 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

Accounts payable
Commercial payables, the due date of which fallhiwithe 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 agakmbsure to the fluctuations in the current vabfean
asset or a liability entered into accounts, thatla attributed to a particular risk which can eifftne income statement,
the profit or loss derived from the later evaluatiof the current value of the hedging instrumeet shown in the
income statement. The profit or loss on the ambeitig 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 tleime Statement,
the efficient portion of the profits or losses twe ffinancial instrument is shown in the sharehadequity. The profit
or loss accumulated are subtracted from the shialefsd 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 enterdtkistiareholders’ 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 beetzeshhind suspended in the shareholders’ equitimarediately 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 aeguated at the cost or market value; the costeierthined 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 refererceht average
weighted cost.

H) RETIREMENT FUNDSAND 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 2007and later decrees and
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 aiidle 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 duting
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 changeshia actuarial
hypotheses used, were entered pro-quota in themi@cBtatement for the rest of the average workife df the
employees when their net value not entered at nldeoé the preceding year exceeds the value ofisdity by 10%
(so-called corridor method).

In compliance with the transition rules stipulatgdlAS 19 in paragraph 173, the Group appliedaimendment to IAS
19 starting on January'12013 retroactively, re-determining the amountgheffinancial 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.

STOCKOPTIONPLANS

The costs of the work performed by the employeespaid for through stock option plans is determinadhe basis of
the fair value of the options granted to the empésyat the date of assignment.

In comparison to other standard models, the stptio plan approved by the Parent Company El.LEp.AS may be
considered as an “exotic” option since the righpitk up the option can be exercised only aftervibgting period and
may occur at any time during the exercise period.

The plan that is used at EI.En. is, in concept anaiple to two distinct options which could be defiras American
forward start. The fair value of an American forward staftoption can be obtained by combining a neutrak ris
approach to determine the value of the stock erplest the beginning of the exercise period andnafrds, by using a
model of thebinomial treetype to exploit the American type option.

In order to evaluate it an estimate of the volatitif the stock must be made, as well as the ris&-interest rate and the
expected dividend rate of the stock.

In compliance with the regulations described in theernational Accounting Standard IFRS2, all thgniicant
parameters of the model have been followed obsgrihie conditions of the financial markets and ttesnd of the
El.En. stock on the date that the option rightsenassigned.

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 d@nmade. Variations in such estimates are refleictehe Income
Statement for the financial year in which the vidoiatakes place.

L) REVENUE RECOGNITION

The revenue derived from contracts with clientsraeognized in the income statement for an amoumttwreflects

the amount to which the entity expects to haveriplet in exchange for the transfer of the contrbtiee goods or
services to the client. The revenue is accountédheeturns, discounts, rebates, or taxes diressigociated with the
sale of the product or the performance of the sernales are recognized at fair value of the ameaoeived for the
sale of products and services when the followingd&tons have been met:;

« the risks and benefits connected to the proprthie asset have been substantially transferred;
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» the value of the revenue has been determinedefiable manner;

« it is probable that the economic benefits derifrech the sale will be of use to the company;

» the costs sustained or which will be sustainectheeen determined in a reliable manner;

The financial income and charges are recorded erbésis of the interest which has matured on thevadae of the
relative financial assets and liabilities using diotual interest rate.

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 arddative profits and losses are entered intdritbeme 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 creditedhte ihcome 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 diretttatéon of the assets themselves or among the b#iwlities and are
credited to the Income Statement in relation topbeod of depreciation of the assets they refeGtants in operating
account are shown entirely in the Income Statena¢rthe moment in which the conditions for enterthgm are
satisfied.

O) LEASES

Leasing contracts are entered into accounts acgpidilFRS 16 which identifies the standards faording them, the
measuring, the presentation and the informatiorleasing contracts and requires the lessor to ailteghe leasing
contracts in the statement on the basis of a siaggeunting model similar to that used for thericial leases which
were regulated by IAS 17. The Company has madefuseo of the exemptions provided by the standatdted to the
“low value assets” and short-term leasing contréfotsexample, those having a duration of 12 mowothiess).

For the contracts in which the Company is the kesea the date of the beginning of the leasingreshta liability is
recognized for the payment of the rent establishetie leasing contract and an asset which represiea right of use
of the underlying asset for the duration of thetrant (the right of use). The Company records s&phyr the costs for
the interests on the leasing liability and the defation of the right of use of the asset. The Camypalso proceeds
with the remeasurement of the leasing liability wicertain events occur (for example, a changedrctmditions of the
leasing contract, a change in the future paymeitiseolease caused by a variation in a rate ous®d for determining
those payments). In these cases, the amount eétheasurement of the liability for leasing is usuedcognized as a
rectification of the right of use of the asset.

P) TAXES

Income taxes include the current and deferred taa&silated on the taxable income of the compaofgke Group.
Current taxes represent an estimate of the amduheadncome taxes calculated on the taxable inctonéhe period.
Deferred income tax assets and liabilities havenbesdculated 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 @aagets have been
entered as assets when it is probable that théyailecovered, 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 finhyear.

Q) EARNINGS PER SHARE

The basic earnings per ordinary share are calcllyedividing the portion of the Group’s net prddittributable to
ordinary shares by the weighted average of thenargishares in circulation during the financial ryesxcluding
treasury stock. For the purposes of calculatingdihgted earnings per share, the weighted averdigheoshares in
circulation is modified by assuming the subscriptaf all the potential shares deriving from the \@ension of stock
options having a diluting effect.
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STOCK OPTION PLAN
ELLEn. S.p.A.

The chart below shows information related to theclstoption plan approved during 2016 by the Paf@mpany
El.LEn. S.p.A., for the purpose of promoting empkymcentive and loyalty.

Max. expiration |Outstanding] Options Options Options Expired option [Outstanding| Exercisable | Exercise
date options issued cancelled exercised | not exercised options options price

01/01/2019 1 01/01/2019 { 01/01/2019 { 01/01/2019 -

01/01/2019 31/12/2019| 31/12/2019| 31/12/2019| 31/12/2019

31/12/2019| 31/12/2014

Plan 2016-2025 31-dic-35 800.000 225.338 574.662 174.662 €12,7p

This plan has two different sets which have diffikreesting and exercise periods and consequentbased on a
concept equivalent to two distinct options whichildobe defined asAmerican forward staft

The fair value of anAmerican forward staftoption can be obtained by combining a neutrdt epproach in order to
determine the expected value of the stock at #mt st the exercise periods and, later, using arhial tree type model
to exploit the American type option.

For the purpose determining the fair value, thiofaihg hypotheses have been formulated:
Risk free rate: 0,338492%
Historical volatility: 0,28489
Interval of time used to calculate the volatilityst year of trading.

The overalffair value of the stock options is 2.942.080 Euros.

During 2019 the average price recorded for El.Estlswas about 20,4 Euros.

For the characteristics of the stock option planval as the increase in capital for its impleméotg please consult
Note (10) in this report.
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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

Revaluation Other
31/12/2018 Increase| Decrease / Depreciation | Translation adjustment | 31/12/2019
. movements

Devaluation
Goodwill 3.038.065 3.038.065
Development costs 173.626266.439 618.194 -311.006) 747.253
Patents and rights to use
patents of others 21.853| 48.531 -15.928 -20.588 33.868
Concessions, licenses,
trade marks and similar 373.741] 429.161 -999 61.419 -316.900 2511 548.933
rights
Other intangible assets 18.570 16.733 1.733 -23.075 13.961
Intangible assets under
construction and advance 858.093| 198.921 -605.286 451.728
payments

Total 4.483.948 959.785 -999 60.132 -671.569 2.511| 4.833.80

Goodwill

Goodwill, which constitutes the most significanigqmonent of the intangible fixed assets, represimgtexcess 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 gootlfait each ‘Cash generating unit”:

CASH GENERATING UNIT (CGU) Goodwill Goodwill
31/12/2019 | 31/12/2018

Quanta System S.p.A. 2.079.26Q 2.079.260
ASAS.r.l 439.082] 439.082
Cutlite Penta S.r.l. 407.982] 407.982
Ot-las S.r.l. 7.483 7.483
Asclepion Laser Technologies GmbH 72.758 72.758
Deka MELA S.r.l. 31.500 31.500
Total 3.038.065 3.038.065

As of December 312019, the recoverable value of the CGUs showrherchart was subjected to an impairment test
in order to verify the existence of any losses atue by comparing the book value of the unit arel ibcoverable
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 ikseobnted 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 202@®202 order to determine the recoverable amourthefCGU
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they considered the actualized financial flowstfar 3 years of explicit forecasts added to the iteahvalue, assumed
at the same value of the perpetual revenue of ltve @enerated during the last year for which thess explicit
forecast added to a terminal amount assumed a$ ®qihee perpetual revenue of the cash flow catedldy applying
to the sales volume of the last year with a speéifiecast, a growth rate “g” equal to 1,5% andsiering a margin
equal to the average one of the three year perithdan explicit forecast.

The main assumption of the economic-financial plaad to make the impairment test is related toytbaith 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 datgistered during 2019 and with the outlook far garticular market
in which they operate.

The Board of Directors considered the assumptioms the corresponding financials to be suitable dorposes of
conducting the impairment test and approved thaltsesbtained.

The actualization rate applied to the expected dlasts (WACC) is 7,82%; 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 wésaconducted: the recoverable amount remains hitjiae the book
value assuming the following hypothesis: a growtie ‘g” of 0,5% and a WACC +1% equal to 8,82%.

Cutlite Penta S.r.L. the recoverable amount was determined using tiseobDnted Cash Flow (DCF) method by
actualizing the cash flows contained in the ecowrefiniancial plan approved by the Board of Directofutlite Penta,
which covered a time span from 2020-2022. In otdetetermine the recoverable amount of the CGU tusidered
the actualized financial flows for the 3 years xplecit forecasts added to the terminal value, aestl at the same value
of the perpetual revenue of the flow generatednduthe last year for which there was explicit fastcadded to a
terminal amount assumed as equal to the perpeatuahue of the cash flow calculated by applyinghto gales volume
of the last year with a specific forecast, a grovette “g” equal to 1,5% and considering a margjna to the average
one of the three year period with an explicit fargtc

The main assumption of the economic-financial plaad to make the impairment test is related toytbaith 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 2019 and with the outlook far garticular market
in which they operate.

The Board of Directors considered the assumptioms the corresponding financials to be suitable dorposes of
conducting the impairment test and approved thaltsesbtained.

The actualization rate applied to the expected dlasts (WACC) is 7.82%; 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 wésaconducted: the recoverable amount remains hitjlae the book
value assuming the following hypothesis: a growatie ‘g” of 0,5% and a WACC +1% equal to 8,82%.

ASA S.r.l: the recoverable amount was determined usin@ibeounted Cash FloyDCF) method actualizing the cash
flows contained in the economic-financial plan ayed by the Board of Directors of ASA S.r.l., whicbnsidered a
time span from 2020 to 2022. For the purposes ¢éroening the value of use of the CGU, they considethe
actualized cash flows of the three years for whigre was an explicit prediction added to a terinialue, assumed to
be equal to the perpetual income calculated byyappl to the sales volume for the last year wittm &xplicit
prediction, a growth rate “g” of 1,5% and considgrthe margins equal to the average of that othhee-year period
with explicit forecast.

The main assumption of the economic-financial plaad to make the impairment test is related toytbaith 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 2019 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 7.82%; 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 makinygreductions
in the value of the goodwiill.

An analysis of the sensitivity of the results wésaconducted: the recoverable amount remains hitjiae the book
value assuming the following hypothesis: a growatie ‘g” of 0,5% and a WACC +1% equal to 8,82%.
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The verification that the procedure for the impanh tests correspond to those contained in thernatienal
accounting standards was the subject of an autonsrapproval conducted by the Board of Directorshef Parent
Company.

In any case, it should be noted that the businkss and the cash flow used in the impairment teshat reflect the
possibility of changes related to the current matioand international scenario characterized bysivead of the
Corona virus and the consequent restrictive measuhéch may be imposed by the authorities in varioauntries.
This circumstance, which emerged in the first feanths of 2020, is extraordinary both in its natanel its extent, and
has had both direct and indirect repercussionfi@e®tonomic activities; it has created a geneimaté of uncertainty,
the evolution and related effects of which canretpbedicted and the potential effects of this plhesmon cannot be
determined at this time and will be closely morétbduring the year.

Other intangible fixed assets

The increase in “Development costs” are relatethéocosts sustained for the development of newoppés both by
the Parent Company ELEn. S.p.A. and, in particihathe column of other movements under this hegdthe
reclassified costs of assets under constructiothioconclusion of a prototype by one of the subsieks.

The “Patent and rights to use the patents of dtheese related to the capitalization of the coaistained for the
capitalization of the costs sustained for the pasehof patents by Quanta System and by El.En. Spa.

Under the heading “Concessions, licenses, tradevaaré similar rights” we have entered among othiegs, the costs
sustained in particular by the Parent Company EldBd by the subsidiaries, Asa, Lasit, Quanta, &soh,, and Penta-
Laser Equipment Wenzhou for the purchase of netwsoé.

The residual heading of “Other intangible assetsisists mainly of the costs sustained by the patempany EI.En.
and by the subsidiaries Quanta System S.p.A and DEE.L.A for the creation of software.

The column of “Other Movements” under the headifdimtangible assets under construction” contaiesities the

reclassification mentioned above, the arrival oneJ8d' 2019 of the new subsidiary Galli Giovanni & C.,sathd
related to a new prototype now being produced.
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Tangible fixed assets (note 2)

Breakdown of changes occurring in the tangibledigssets is shown on the chart below:

Cost 31/12/2018 Increase (Disposals Revaluatlt_)n / Other Translation adjustment | 31/12/2019
Devaluation | movements
Lands and buildings 49.693.069 4.903.425 -4.873.315 72.611| 49.795.790
Plants & machinery 7.553.010 2.071.717, -325.205] 1.295.384 -290| 10.594.614
Industrial and commercial 14.328.104  2.718.348 -764.971 -794.040 28.916| 15.516.355
equipment
Other assets 11.064.407 1.923.367] -583.943 -27.007 -199.103 45.289| 12.223.010
Tangible assets under
construction and advance 7.213.592 9.075.009 -6.157.083 13.607| 10.145.125
payments
Total 89.852.182 20.691.864 -1.674.119 -27.007| -10.728.157 160.133| 98.274.896
Lands and buildings right of use 632.088 -59.332 13.546.770 14.119.526
Plants & machinery right of usg 29.947 29.947,
Industrial and commercial 273.666  -33.853 766.141] 1.005.954
equipment right of use
Other assets right of use 913.147 1.747.310 2.661.057
Total 1.819.501 -93.185 16.090.168 17.816.484
Total 89.852.184  22.511.364 -1.767.304 -27.007| 5.362.011] 160.133 116.091.38(
Accumulated depreciation 31/12/2018 Depreciations| (Disposals) Revaluatlpn/ Other Translation adjustment | 31/12/2019
Devaluation | movements
Lands and buildings 6.708.688 1.025.488 -388.195 1.444| 7.347.425
Plants & machinery 4.589.188 621.442| -190.039 588.705| -407 5.608.889
Industrial and commercial 10.976.230  1.244.672 -437.289 -748.405 15.252| 11.050.46(
equipment
Other assets 6.558.180 1.342.173 -484.059 -252.412 18.570| 7.182.402
Tangible assets under
construction and advance
payments
Total 28.832.236 4.233.775 -1.111.387 -800.307 34.859( 31.189.176
Lands and buildings right of use 1.151.891 -5.235 392.533 -5.826| 1.533.363
Plants & machinery right of use 13.310 13.31d
Industrial and commercial
equipment right of use 94.982 -25.006 493.338 11 563.325
Other assets right of use 720.538 259.001 39 979.578
Total 1.980.721 -30.241 1.144.872 -5.776| 3.089.574
Total 28.832.23§  6.214.49¢ -1.141.624 344.565 29.083| 34.278.753
Revaluation / Other
Net value 31/12/2018 Increase (Disposals) Devaluation / movements Translation adjustment | 31/12/2019
Depreciations
Lands and buildings 42.984.381 4.903.425 -1.025.488 -4.485.120 71.167| 42.448.365
Plants & machinery 2.963.822 2.071.717, -135.166 -621.442 706.679 117| 4.985.727
Industrial and commercial 3.351.874  2.718.346 -327.682 -1.244.672  -45.635 13.664| 4.465.895
equipment
Other assets 4.506.2T7 1.923.367 -99.884 -1.369.180 53.309 26.719| 5.040.608
Tangible assets under
construction and advance 7.213.592 9.075.009 -6.157.083 13.607| 10.145.125
payments
Total 61.019.946 20.691.864 -562.732 -4.260.782 -9.927.850 125.274| 67.085.720
Lands and buildings right of use 632.088 -54.097 -1.151.891 13.154.237 5.826| 12.586.163
Plants & machinery right of usg -13.310 29.947 16.637
Industrial and commercial 273666  -8.847 94982  272.803 11| 442629
equipment right of use
Other assets right of use 913.147 -720.538 1.488.309 -39 1.681.479
Total 1.819.501 -62.944 -1.980.721] 14.945.296 5.776| 14.726.908
Total 61.019.94 22.511.36 -625.676 -6.241.50 5.017.44 131.050f 81.812.62
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The heading of “Lands and buildings” and relateghtiof use includes the building complex in Via @Gaizese a
Calenzano (Florence), where the Parent Companyatgsealong with some of the subsidiaries, the mglgurchased
at the end of 2018 by Cutlite Penta in the proviat®@rato for a relocation of its manufacturingidtes that is more
consistent with the volume of business they haveeldged, the buildings in the city of Torre Annuata, one
purchased in 2006 and the other in 2018 for theares, development and production activities ofdhiesidiary Lasit
SpA, the building in Jena, Germany which since M&2008 houses the activities of the subsidiarylégon GmbH

along with the new building inaugurated by thissidlary in September of 2019, the building purelthsy Samarate
(Varese) at the end of the year 2014 by the sulosidpuanta System SpA, as well as the new factarghased by
Quanta in 2018 which is adjacent to it, the regehtlilt construction in Arcugnano which houses #uéivities of the

subsidiary ASA Srl, as well as the new factory cermwned by the subsidiary Penta Laser Equipmatenzhou).

The heading of “Plants and machinery” is relatecharticular to investments made by Asclepion GmkHianta
System S.p.A., Lasit S.r.l, Asa Srl, Cutite Pentia I8/ the Parent Company, EL.LEn. S.p.A. and byrtealy acquired
Galli Giovanni & C. Srl. In reference to this lattiee proceeded to makeRarchase Price Allocationf the amount
paid, about 400 thousand Euros in the categoryPtdrits and Machinery”. This amount is includedha tolumn of
“Increases”.

The heading of “Industrial and commercial equipeefers in particular to purchases made by El.Bnd the
subsidiaries Asclepion GmbH, Quanta System SpAit ISxsA, Esthelogue, Deka M.E.L.A and Penta-Lasavifgent
(Wenzhou). This heading also includes te capitatinaof the costs of some machinery sold to cliersisig operative
leasing; these sales, in fact, are considered wnue from multi-year rentals in conformity withetHAS/IFRS
standards.

The increase in the category of “Other assets’rsefeainly to the purchase of new motor vehiclesnifure and
electronic equipment.

The category of “Tangible assets under construttiefers mainly to the costs sustained by the RaGampany El.
En. for the improvements they are making on pretag buildings, by the subsidiaries Lasit, Quamenta-Laser
Equipment (Wenzhou) and Penta Laser Technologyn@tang) for the new buildings now under constructay

being equipped and furnished.

In the column of “Other movements” of the variowegories we have entered mainly the assets adqwitk the
purchase of Galli Giovanni & C. Srl, the reclagsifion made to the respective categories of “rightuse” in

compliance with IAS 17 and those that had beenredtm the category of “right of use” as a consemeecof the first
application of IFRS 16 on January 2019. The effect of this application amountedtouw 4,9 million Euros.

Equity investments (note 3)

The analysis of the equity investments is:

31/12/2019 31/12/2018 Variation Var. %
Equity investment in associated companies 1.367.332 1.423.909 -56.577 -3,97%
Other equity investments 1.035.420 1.035.420 0,00%
Total 2.402.752 2.459.329 -56.577 -2,30%

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 compaiesobiliare Del.Co. Srl, Elesta Srl, Chutian (Tjiah
Lasertechnology Co. Ltd, and Accure Inc. are cadatdéd using the shareholders’ equity method.
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The amounts of the equities in associated compaeggstered in the financial statement are, respaygt

Immobiliare Del.Co. S.r.l.:

Actis S.r.l.:

Elesta S.r.l.:

Chutian (Tianjin) LasertechnolggCo: Ltd:

Accure Inc.:

thousand
251 Euros
thousand
1Euros
thousand
1.Edkos
thousand
Huros
thousand

(1E)ros

The chart below shows a summary of the data foa#iseciated companies.

Total Net income Revenues and other Charges and
s Total Assets o .

Societa liabilities (Loss) income expenses
Actis Active Sensors Srl (*¥) 470.587 115.375 -31.486 22.041 53.527
Elesta SpA 4.296.999 1.955.656 551 3.057.608 3.057.057
Immobiliare Del.Co. Srl 791.019 749.300 28.820 188.496 159.676
Quanta Aesthetic Lasers USA, LLC 74.626 8.937 -63.624 0 63.624
Chutian (Tianjin) Lasertechnology Co

Ltd 1.090.884 918.729 -77.253 472.068 549.321]
Accure Inc 927.363 7.165.865 -2.767.963 0 2.767.963

(*) Data as of December 32018

Equities in other companies

The equities in other companies are evaluatédiatalue
This heading refers mainly to the equity held indagnternational Inc. for an amount of 888 thouk&miros.

With reference to the evaluation of the equity, Beard members believed that, since the equityunstnt was not
guoted on the regular stock market, and since thwarea wide range of possible evaluations of tirevidue related to
different underwriters, the cost represents thet lesimate of the fair value in this range of antsuralso in
consideration of the average stock price for undéng it.
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Financial receivables/Deferred tax assets/Other romrrent receivables and assets
(note 4)

Other non-current assets 31/12/2019 31/12/2018 Variation Var. %
Financial receivables - third parties 322.723 322.898 -175 -0,05%
Deferred tax assets 6.641.048 6.333.580 307.468| 4,85%
Other non-current assets 14.953.257 12.259.127 2.694.130 21,98%
Total 21.917.028 18.915.605 3.001.423 15,87%

The category of “Other non-current assets” is eglaio the temporary use of cash by the Parent Coynfm life
insurance policies which have as a basis a separat@gement of securities with capital guaranteet with the
possibility of cashing them in either partially emtirely for the duration of the contract on thedition that at least a
year has passed since the policy was stipulatedi,bgnthe subsidiary Quanta System SpA which, duthey year
invested in similar financial instruments for anamt of 2,5 million Euros. Since this is a mid-temvestment the
companies decided to classify it among the nonetirassets held for sale booking fa& value in the assets and the
re-evaluation of the same in the income statemmeaht @onsequently, to exclude it from the net finahgosition.

The deferred tax assets amount to about 6.641 @hduSuros and refer mainly to the obsolescence fomnihventory,

to the variations in inter-group profits on theckt@t the end of the year, to the bad debt resexgeeding the amount
that is tax deductable.
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Current Assets

Inventory (note 5)

The chart below shows a breakdown of the inventory:

Raw materials, consumables and supplies
Work in progress and semi finished products
Finished products and goods

Total

31/12/2019 31/12/2018 Variation Var. %
47.242.769 39.987.777 7.254.992 18,14%
24898, 24.349.832 460.035 1,89%
24.984.554 21.554.728 3.429.826 15,91%
97.037.19¢ 85.892.337 11.144.853 12,98%

The final inventory was about 97.037 thousand Estasving an increase of 13% with respect to th8®5thousand

Euros shown on December®32018 and reflects the increase in the volume usdirtess during the period.

The chart below shows the breakdown of the totamtory, distinguishing between the amount of oftgostock from

the gross amount:

Gross amount of Inventory
Devaluation provision

Total

31/12/2019 31/12/2018 Variation Var. %
110.008.464 97.104.09¢ 12.904.379 13,29%
-12.971.279 -11.211.753 -1.759.526 15,69%

97.037.19¢ 85.892.337 11.144.853 12,98%

The fund is calculated so as to align the stockievalith the presumed selling price and recognizivitgre necessary
the obsolescence and slow rotation. The amourtteofund increased by about 1.760 thousand Eurds re#ipect to
December 312018 and its incidence on the gross value ofriieritory remained practically the same, increasiog

11,6% on December 32018 to 11,8% on December’3019.

Accounts receivable (note 6)

Receivables are composed as follows:

31/12/2019 31/12/2018 Variation Var. %
Accounts receivable from third parties 91.210.947 79.537.108 11.673.839 14,68%
Accounts receivable from associated 815.140 709.240 105.900 14,93%
Total 92.026.087 80.246.348 11.779.739 14,68%

Accounts receivable from third parties 31/12/2019 31/12/2018 Variation Var. %
Italy 39.588.758 32.952.971 6.635.787| 20,14%
EEC 9.797.506 9.244.690 552.816 5,98%
ROW 47.247.184 43.496.933 3.750.25] 8,62%
minus: bad debt reserve -5.422.501 -6.157.4864 734.985 -11,94%
Total 91.210.947 79.537.108 11.673.839 14,68%

The chart shows an overall increase in the amaouat@unts receivable.
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The chart below shows the operations which tookepthis year for bad debt reserve:

2019
At the beginning of the period 6.157.486
Provision 548.575]
Amounts utilized and unused amounts reversed -1553%
Other movements -94.158
Translation adjustment 6.151
At the end of the period 5.422.501

Breakdown of accounts receivable from third parseshown below:

Accounts receivable from third parties 31/12/2019 31/12/2018
To expire 59.827.441 56.014.135
Overdue:

0-30 days 18.734.002 10.212.790
31-60 days 4.156.028 4.061.684
61-90 days 1.991.971 1.863.319
91-180 days 3.667.690 4.090.036
Over 180 days 2.833.815 3.295.144
Total 91.210.947 79.537.108

The chart below shows the accounts receivables fhingh parties listed by type of currency:

Accounts receivable in: 31/12/2019 31/12/2018

Euros 63.586.666 51.248.951
usD 8.346.905 6.556.327
Other currencies 19.277.376 21.731.830
Total 91.210.947 79.537.108

The value in Euros shown in the chart for the nedales originally expressed in US dollars or othi@rency represents
the amount in currency converted at the exchartgendorce on December 32019 and December 32018.

For a detailed analysis of the accounts and fisdmeceivable from associated companies, please tethe 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:

31/12/2019 31/12/2018 Variation Var. %
Tax receivables
VAT receivables 8.625.609 8.079.923 545.686 6,75%
Income tax receivables 4.062.936 3.355.878 707.058 21,07%
Total 12.688.545 11.435.801 1.252.744 10,95%
Current financial receivables
Financial receivables - third parties 83.749 74.326 9.423 12,68%
Financial receivables - associated 128.326 127.067 1.259 0,99%
Total 212.075 201.393 10.682 5,30%
Other current receivables
Security deposits 406.423| 264.627 141.796 53,58%
Advance payments to suppliers 5.749.408 4.816.076 933.332 19,38%
Other receivables 7.084.737| 7.197.016 -112.279 -1,56%
Total 13.240.569 12.277.719 962.849 7,84%
Total Current financial receivables e Other curreneivable4 13.452.64j 12.479.1121 973.531 7,80%
31/12/2019 31/12/2018 Variation Var. %
Current derivative financial instruments (asset) 10.934 -10.934 -100,00%
Total 10.934 -10.934 -100,00%

The financial year closed with a VAT credit of o\&6 million Euros which was mostly a result of theense export

activity of the Group.

The “income tax receivables” mostly refer to theess in the amounts of down payments paid for IRESIRAP with

respect to the debt that had matured. Moreoveaconunt of the effect of the agreement made by#rent Company
El.En. with the tax authorities of Florence in thenth of December 2019 for the “patent box” faatiibn related to the
years 2015-2019, this entry includes the creditRES and IRAP for 1,2 million Euros related to thever amount of
taxes due for the first four years involved in théng. This entry also includes the amount of thienbursement for the
excess IRES taxes paid due to the failure to detheciRAP related to the expenses for employeessandar in

conformity with art. 2, sub-section 1-quater, D201/2011.

For a detailed analysis of financial and other inedgles from associated companies, please cormilthapter titled

“Related parties” in this document.

The heading of “Current derivative financial instrents (asset)” included as of Decembet 2218 the evaluation at
fair value according to IFRS 9 of tlceirrency rate swaplerivative contract for the coverage of riskshie £xchange
rate of yen/Euros stipulated by the subsidiary Witk in the preceding years which expired in Api@2Q; on
December 312019, this contract showed a negative fair valoe far this reason it had been commented on in the

following Note (19).
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Securities and other current financial assets (n@g

31/12/2019 31/12/2018 Variation Var. %
Securities and other current financial assets
Other current financial assets 2.126.791 1.951.235 175.556 9,00%
Total 2.126.791 1.951.235 175.556 9,00%

The amount entered under the heading of “Othereauirinancial assets” consists of mutual funds hwldhe Parent
Company ELEnN. S.p.A. acquired last year for theppse of temporary use of cash. These funds adeated at the
market value on December®32019 with the adaptation of the value registerethé income statement.

Cash and cash equivalents (note 9)

Cash and cash equivalents are composed as follows:

31/12/2019 31/12/2018 Variation Var. %
Bank and postal current accounts 96.990.628 80.911.097 16.079.531 19,87%
Cash on hand 40.334 55.005 -14.671 -26,67%
Total 97.030.962 80.966.102 16.064.86( 19,84%

For an analysis of the variations in cash and egglivalents, please refer to the cash flow statémen

Net financial position as of December 32019

The net financial position of the Group as of DebenBf' 2019 is the following (data shown in thousand&aifos):

Net financial position | 31/12/2019 31/12/2018
Cash and bank 97.031 80.966
Financial instruments 2.127 1.951
Cash and cash equivalents 99.158 82.917
Current financial receivables 84 74
Bank short term loan (11.794) (6.720)
E]%rrgt?]fsfmanmal long term liabilities due withir2 (4.913) (1.318)
Financial short term liabilities (16.706) (8.038)
Net current financial position 82.535 74.954
Bank long term loan (11.802) (5.401)
Other long term financial liabilities - non curtgrart (9.314) (7.092)
Financial long term liabilities (21.116) (12.493)
Net financial position 61.419 62.461

The net financial position of the Group decreasgdbnut 1 million Euros with respect to the en@018. As far as the
amounts shown in the chart are concerned, it shoeildoted that starting on Januaf{y2D19, due to the adoption of
accounting standard IFRS 16, the financial lial#italso include the residual debt related operdéases and rentals
which are now registered following the treatmerattivas formerly indicated by IAS 17. The impact szdi by this
adoption amounts to about 4,8 million Euros, ofakhi,7 million Euros entered among the currentilliéds and 3,1
million Euros among the non-current liabilitiesp that the amount of the net financial positionecember 3% was
61,4 million Euros, less than of the 66,2 milliéthiey had been registered using the same accaustiamdards, and an
increase with respect to the beginning of the geapite the important investments that were magldeacribed below.

In 2019 we completed most of the work for the exgo@m of the production capacity by means of thestrmuction of
new buildings; the investments in new factorie2@19 amounted to about 14,2 million and starting0a8 now total
36 million. The activities in 2019 involved the @bse sites in Wenzhou and Lin Yi; this latter \aasopportunity
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which arose in 2019 and therefore represents aiti@udo the original investment plan which we hdekcribed. We
also complete the construction of the factory inaléinaugurated in September) for Asclepion, inevica for Asa
(inaugurated on Octobef™Mand in Prato where Cutlite Penta and Ot-Las wraresferred starting in the month of June.
We are continuing work on the new Lasit factoryTiorre Annunziata and at El.LEn. in Calenzano, far tise of the
space left free by the move of Cutlite Penta andl&3twhich will allow us to re-organize the ared®used for certain
activities in the medical and industrial sector.plarticular, in the factory in Calenzano which viefs empty by the
move of Cutlite Penta we will place the product@nCO, sources on slab technology excited by radio-fraqueby
re-organizing the plant on the basis of the soeddlindustry 4.0”.

The investment in technical fixed assets duringyar amounted to over 22 million Euros, while ab®4 million
Euros were absorbed with the purchase of the qufdtee minority shareholder of Penta Chutian Wyheith the first
step of the operation which was then concluded)202with the purchase of a further 30% of PenteeLasNenzhou
which was already controlled by 53,5%. During 2@i@dends to third parties were also distributgdE).En. Spa,
Deka M.E.L.A. and Asa for a total of 8,6 million.

2019 showed the capacity of the Group to grow witlipod profitability and generation of cash throtigh operating
activities; the NOPAT generated during the year amed to 28,3 million Euros.

Receivables from associated companies are exclirdedthe net financial position for an amount of81thousand
Euros.

It should also be recalled that 11,5 million Eumogash was invested by the Parent Company in diahimstruments
of an insurance type which, because of their na@ne required to be entered among the non-cufireartcial assets.
During the year the subsidiary Quanta System imgepart of their cash for an amount of 2,5 millEeuros in the same
type of financial instruments. Although these anteware, in fact, a use of cash, they are not datieonet financial
position. At the end of the year the fair valudghese investments amounted to 14,9 million Euros.
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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 312019, the capital stock of the EL.En Group, whioincides with that of the Parent Company, was
as follows:

Authorized (to stock option plan service) Euros 12671

Underwritten and deposited Euros 2.537.965

Nominal value of each share - Euros 0,13

Category 31/12/2018 Increase Decrease 31/12/2019

No. of Ordinary Shares 19.297.4f2 225.338 0 19.522.810
Total 19.297.47 225.33¢] of 19.522.814

Shares are nominal and indivisible and each of tigaras the holder the right to one vote in all thrdinary and

extraordinary assemblies as well as the other fiiahand administrative rights granted in accor@awith 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 sped@titstry clauses exist with regard to the parti¢tpraof shareholders
in the remaining assets in the event of liquidatida statutory clauses exist granting special [@gas.

Increase in the capital in the stock option plarvis

The extraordinary shareholders’ meeting of the ®a@mpany EL.En. S.p.A. held on May™2016, in compliance
with art. 2443, Il sub-section, CC., voted to auth®the Board of Directors to increase, in onenore operations and
even separately, within five years after the augadion, the capital stock up to a maximum of nacahih04.000,00
Euros by issuing new shares intended for undemgibly the beneficiaries of the stock option planZ016-2025.

On September 132016, the Board of Directors of the Company, fellog a recommendation of the Remuneration
Committee, voted on the implementation of the stoplon plan for 2016-2025 (“Stock Option Plan 2@&025") in
compliance with the mandate conferred to them key Shhareholders’ meeting mentioned above and idehtihe
beneficiaries of the plan, the number of optionbécassigned, the temporal limits for picking ue tptions, and the
price of underwriting them.

The Board, in compliance with art. 2443, |l subtset CC., also executed the mandate conferred tipem by the
Assembly, to increase, upon payment, entirely atdusively for use in the stock option plan, sepelyaand with the
exclusion of the option right described in art. 244ub-section V, CC, the capital stock, by 10@,00 Euros by
issuing 800.000 ordinary shares which can be umitéew by the administrators, collaborators and lewyges of EI.En.
S.p.A. and the companies it controls who are theefigiaries of the stock options included in theab mentioned
Plan.

The options may be picked up by the beneficianesoinformity to the terms and conditions statetharegulations of
the Plan which was definitively approved on Septemis” in two equal sections: the first from Septemb#f 2019
until December 312025, and the second from Septembdt 2@20 until December 312025.

The plan will terminate on December®3025 and the options that have not been pickeefre that date will expire
permanently; the capital will be definitively inased for the amount actually underwritten and selddy that date.
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After the exercise by some of the beneficiarieshef Stock Option Plan 2016-2025, since Septemd8r2D19,
225.338 ordinary shares for a nominal amount c22®94 Euros were issued and 2,8 million Euros washed in as
an increase in capital with share premium.

It should be noted, moreover, that despite thersfmovoked on the stock market by the spread ofnad-19 virus

which caused a sudden and generalized drop in ,stibekvalue of capitalization of the Company isreuatly greater
than the values implicit in the consolidated shaledrs’ equity shown on December’3019.

Additional paid in capital (note 11)

On December 312019 the share premium reserve, coinciding wittt tif the Parent Company, amounted to 41.431
thousand Euros, an increase with respect to tH893%n December 312018 because of the stock options that were
picked up this year, as discussed in the previcts.N

Other reserves (note 12)

31/12/2019 31/12/2018 Variation Var. %

Legal reserve 537.302 537.302 0,00%
Extraordinary reserve 82.477.079 87.382.028 -4.904.949 -5,61%
Cumulative translation adjustment 303.7427 133.550 170.177| 127,43%)
Stock option/ stock based compensation reserve 54150 3.794.219 711.198 18,74%
Special reserve for grants received 426.657 426.657 0,00%
Other reserves -144.854 -106.460] -38.394 36,06%

Total 88.105.328 92.167.296 -4.061.968 -4,41%

On December 312019 the “extraordinary reserve” amounted to 82.#usand Euros; the decrease with respect to
December 312018 is due to the use for payment of dividendssampliance with the resolution of the sharehader
meeting of the Parent Company on May' 2§19.

The reserve fostock options/stock based compensaimmudes the costs that had been determined irpance with
IFRS 2 of the stock option plans assigned by themaCompany ELEn. S.p.A. and those entered bystisidiary
Penta-Laser Equipment Wenzhou Co., Ltd calculatBdr ghe increase in capital reserved for managerd
underwritten at the end of 2013tgck based compensation)

The cumulative translation adjustments summarieeeffects of the variations in the exchange rat¢herinvestments
in foreign currency. The effects for the year 2@t8® shown in the column “ Comprehensive (loss) imed in the
shareholders’ equity chart.

The reserve for contributions in capital accounstihe considered a reserve of profits and is urggramith respect to
December 312018.

The heading "Other reserves” includes among othargs the reserve related to the evaluation of d&eerance
indemnity fund in conformity with standard IAS 19.

Treasury Stock (note 13)

The shareholders’ meeting held on January) 2019 authorized the Board of Directors to purch@easury stock
within 18 months of the resolution, as is describedetail in the section devoted to this subjectie Management
Report concerning significant events which occuire@019.

As of the date of this report, EI.LEn. S.p.A. doesawn any treasury stock.
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Retained earnings (note 14)

This category includes a synthesis of the contidouof all the consolidated companies to the shaldshs’ equity of
the Group.

Non-current liabilities

Severance indemnity (note 15)

The chart below shows the operations which haventgitace during this financial period.

Payment to
complementary
pension forms,
to INPS fund
and other
movements

-736.782]

31/12/2018 Provision (Utilization) 31/12/2019

4.737.530

4.378.486 1.742.213 -646.387|

The severance indemnity represents an indemnityctwlis matured by the employees during their peradd
employment and which is paid upon termination opkyment.

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 coresrafter the modifications to the severance imdgnin 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 hasplagkto a
separate entity (complementary pension type). Ads@mployees who have explicitly decided to keleg indemnity
provision in the company, the indemnity matureasidanuary 12007 has been paid into the treasury Fund managed
by INPS. This provision, according to the finandeak 2007, guarantees the employees working irptheate sector

the payment of the severance indemnity for the arnhoorresponding to the payments deposited toattter |

The present value of the liabilities for the sememfund that remains in the companies of the Gmupecember 31
2019 amounts to 4.719 thousand Euros.

The hypotheses used to establish the indemnitygriasummarized in the chart below.

Annual increase rate of salaries
(including inflation)

Executives 2,00%
White collar workers 0,50%
Blue collar workers 0,50%

Financial hypotheses Year 2018 Year 2019
Annual implementation rate 1,57% 0,77%
Annual inflation rate 1,60% 1,0%-1,2%-1,4% (*)

Executives 2,00%
White collar workers 0,50%
Blue collar workers 0,50%

(*) 1,0% for the first five years, 1,2% from theti to the tenth year, 1,4% from the eleventh year.

The interest rate used to determine the preseneaflthe liability was based on the rate of iBowrporate AA 10+
for the amount of 0,77% in conformity with the erita used last year.
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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
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 employetthe amount of actuarial gain or loss shown dyitiire year.

Analysis of deferred tax assets and liabilities {aeal) (note 16)

Deferred tax assets and liabilities are accruethenemporary differences between assets anditiebitecognized for
fiscal purposes and those entered into accounts.

The breakdown is as follows:

31/12/201 | (Utilization | Other | Translatio | 54,1550
Provision movement n
8 ) . 9
S adjustment

Deferred tax assets on inventory devaluation 2.071.269 271.717] (119.153 [s 2.968 2.226.806

Deferred tax assets on warranty reserve 403.095| 51.085 (27.794 E 2.200 428.586

Deferred tax assets on bad debt reserve 761.262 20.410 (171.103 E 1.669 612.238

Deferred tax assets on losses carryforwards 506.910 1.256 (472.030 E 14.862 50.998
Deferred tax assets on intercompany profits andaatation

adjust. 1.051.227 - (24.181 1 (458)| 1.026.588

Other deferred tax assets and on IAS adjust. 1.539.817 679.913] (150.002 208.960 17.144 2.295.832

Total 6.333.580 1.024.381] (964.263 208.965 38.385 6.641.048

Deferred tax liability on advance depreciations 124.469 - E E {1 124.469

Deferred tax liability on grants on capital account 158.962 - (58.870 Q) { 100.091

Other deferred tax liabilities and on IAS adjust. 1.394.071 304.177 (23.912 114.249 18.443 1.807.028

Total 1.677.502  304.177 (82.782 114.248 18.443 2.031.588

Net 4.656.078 720.204| (881.481 94.717 19.942 4.609.460

Deferred tax assets amounted to about 6.641 thdugamos. The deferred tax assets calculated onniome
devaluations of the various companies increasedidathe deferred tax assets calculated on warnastgrve and those
on other amounts which for their particular natde¢ermine a taxation which is paid in advance eirtrecognition in
the statement.

The deferred tax assets calculated on the intetyspoofits decreased, as did the losses whichaarddductable in the
following years, and those on the bad debts fuatiahe not tax deductable. In the column of othevements we have
entered the deferred taxes on the adaptation ofdhes made on the severance fund and registérectid in the
Other Comprehensive Inconf®©Cl").

Deferred tax liabilities amounted to 2.032 thous&wdos. The variations in the “other deferred tabilities” are
related, among other things to an evaluation ferptarposes of some LIFO evaluated inventories anthe¢ exchange
gain/loss which were not realized. The increastaénheading of “Deferred tax liabilities on grants capital account”
was due to the taxation on some grants in capitebunt received and which, for tax purposes, werkerded in
compliance with the laws now in force.

138



Other accruals (note 17)

The chart below shows the operations made withr @beruals:

Reserve for pension costs and similar
Warranty reserve on the products
Reserve for risks and charges
Other minor reserves

Total

31/12/2018 | Provision | (Utiization) | OMer ;&E’J‘S:t';t;onq 31/12/2019
1.063[992  312.204 -68.482 202.214 1.500.924
2406490 739.430,  -639.030 1.764|  2.508.655

459.649  50.000 509.649
25.000 -25.000
3955131 1101634 732512 202.214 1.764] 4528232

The clients’ agents’ indemnity fund which is inceedunder the heading of “Reserve for pension famtksimilar” on
December 312019, amounted to 1.267 thousand Euros as opposke 1029 thousand Euros on Decembér 2R 8.
According to IAS 37 the amount due must be caledlatsing actualization techniques in order to esnas closely as
possible the overall costs to be sustained fop#ynent to the agents of benefits after the tertisinaf employment.

The technical evaluations were made on the bagtsediiypotheses described below.

Financial hypotheses Year 2018 Year 2019
Annual implementation rate 1,57% 0,77%
Annual inflation rate 1,60% 1,0%-1,2%-1,4% (*)

(*) 1,0% for the first five years, 1,2% from theti to the tenth year, 1,4% from the eleventh year.

The warranty reserve is calculated on the basihetosts for spare parts and servicing under wartiacurred in the
previous financial year, adjusted to the volumsaiés of the current financial year.

Other potential debts and potential liabilities
On April 24" and on May % EL.En. Spa and its subsidiary, Cutlite Pentar8deived a citation to appear in front of the
Superior Court of Hartford (Connecticut) in relatito their responsibility for damages caused infdwtory of one
client which was destroyed by a fire. At the tinfettee fire on the factory there were three lasesteays produced by

Cutlite Penta

El.LEn. and Cutlite Penta vehemently rejected evwpothesis that considers them even remotely caedesith this

event.

At this time the case is still in a preliminary gkaduring which they are gathering information gsimritten
guestionnaires about the conducting of the contedaibligations and the contents of the obligatitaken on with the
sale of the laser systems. Currently there areenotigh elements to evaluate the entity of econaisicfor the two
companies. In fact, no proof has been presentedhamany quantification of the damage been reqdiebteany case,
for precautionary purposes, the company immediaggceeded to activate the insurance policy related
responsibility for damages caused by a productchvhias a ceiling of 15.000.000 Euros for each cldihe insurance
company has taken on the claim and has hired awts expense an American lawyer to protect thetsigti the

companies insured.

Following a suit filed by a client in 2018 regardia presumed breach of contract, a case is curpatiding for

compensation of damages against the subsidiary §psi. Since the case is still in the preliminaryeistigation phase
and Lasit has presented a counter-claim accusiglibnt in turn of breach of contract, at his tithies not possible to
determine the amount which might be due.
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Financial debts and liabilities (note 18)

Financial m/l term debts 31/12/2019 31/12/2018 Variation Var. %
Amounts owed to banks 11.801.558 5.400.717| 6.400.841 118,52%)
Amounts owed to leasing companies 8.435.630 6.083.228 2.352.402 38,67%
Amounts owed to other financiers 878.569 1.008.894 -130.325] -12,92%
Total 21.115.757 12.492.839 8.622.918 69,02%

The mid- to long-term debts owed to banks as ofebdser 31 2019 mostly represent the amounts due after oae ye
for:
a) bank financing which was granted to AsclepionbBhfior the construction of the building where tlmmpany is
now operating and for sustaining their export atgs;
b) bank financing granted by Unicredit to ASA St the construction of new building for an ovegathount of 2,4
million Euros which has already been entirely paideveral tranches to be repaid half-yearly foryears starting
on November 302019, at the rate of eurirs 12 months +0,5%;itestallment on May 312029;
¢) bank financing granted to With Us as shown Wwelo
- 25.000 thousand Yen falling due on Februar}, 2022 at the annual rate of 0,60%;
d) bank financing issued to Penta-Laser Egeipt Wenzhou Co. Ltd as follows:
- 7.488 thousand Rmb falling due Septembét 2021 at the annual rate of 4,842%;
- 1.441 thousand Rmb falling due Septembét 2021 at the annual rate of 5%.
- 3.136 thousand Rmb falling due Septembdt 2021 at the annual rate of 5,19%.
- 1.875 thousand Rmb falling due Septembdt 2021 at the annual rate of 5,1%.
- 1.760 thousand Rmb falling due on Jun® 2022 at the annual rate of 4,72%.
- 1.488 thousand Rmb falling due on Jun® 2022 at the annual rate of 4,84%.
- 3.520 thousand Rmb falling due on Jun® 2022 at the annual rate of 5,05%.
- 3.000 thousand Rmb falling due on Jun® 2022 at the annual rate of 5,1%.
e) bank financing granted to Cutlite Penta Srl ¥ million Euros by Unicredit, to be reimburseddgunarterly
installments at the fixed rate of 0,55%, last itistant on April 3¢" 2022;
f) bank financing granted to Cutlite Penta Srl fgb million Euros by Intesa San Paolo, to be reirsbd in
quarterly installments at the fixed rate of 0,534t installment on April 182022.

The debts owed to leasing companies refer mostilgesubsidiary companies Quanta System S.p.ACaniite Penta
S.r.l. which acquired under leasing contracts nemdimgs for conducting their company activitiesdatonsequently
treated for accounting according to standard IFRS/fich replaced IAS 17. The contract stipulatedduanta System
has a duration of seven years and expires in thehmaf November 2021; the residual debt, as of béee 3% 2019

amounted to about 740 thousand Euros. The cordtipetiated by Cutlite Penta Srl has a durationwafite years and
expires in the month of October 2030; the residiedit as of December 312019 amounted to about 5 million Euros.
The increase that is shown under the heading oblams owed to leasing companies” is due to theiegupdn of IFRS

16 which has already been described in detail.

The amounts owed to other financiers consist, anodners, of the quotas due after more than onefgear
a) Financing issued by Mediocredito to the subsydiasit for a research project for the amount 2.200 at the
annual rate of 0,36% to be paid back in annuahlimsents starting in March 2018, last installmerdrivh &' 2025:
b) Financing issued by Monte dei Paschi di Sienthéosubsidiary Lasit for the purchase of motorislek for a
total of 114.000 Euros at the rate of Euribor 64,#5% to be paid back in quarterly installmengststg on March
2017, last installment Septembef"3021;
¢) Financing issued by BPER to the subsidiary L&sitthe purchase of new equipment for a totaldwssi on
December 312019 of 297 thousand Euros to be paid back imiimsénts, last installment on July32022;
d) Facilitated financing for applied research (MRRD project), issued by FidiToscana to the Parenn@my
ElL.LEn. SpA for a total of 488.285,25 Euros, to lagdack in 6 half-yearly installments startingAyoril 2020, last
installment October 39 2022;
e) a residual debt of 280 thousand Euros, whictstifisidiary Quanta System SpA still owes for thecpase of the
new subsidiary Galli Giovanni & Co. Srl., to beméiursed in 4 annual installments, last installmemtiune 36
2023.

140



Current liabilities

Financial debts (note 19)

Below, a breakdown of the short-term financial dabtgiven:

Financial short term debts 31/12/2019 31/12/2018 Variation Var. %
Amounts owed to banks 11.793.503 6.719.724 5.073.779 75,51%
Amounts owed to associated companies 276\.608 -276.608| -100,00%
Amounts owed to leasing companies 2.643.406| 974.369 1.669.037 171,29%)
Amounts owed to other financiers 2.265.991 337.330 1.928.661 571,74%
Total 16.702.90(¢ 8.308.031 8.394.869 101,05%

31/12/2019 31/12/2018 Variation Var. %
Current liabilities for derivative financial insments 3.535 6.145 -2.610 -42,47%
Total 3.535 6.145 -2.610 -42,47%

The heading of “Amounts owed to banks” is mainlynpmsed of:

- Short-term quota on financing contracted by AsdegsmbH and Cutlite Penta Srl (see note 18);

- Short term financing contracted by With Us besitiesshort-term quota on financing regarding theetafsee note
18);

- Financing obtained by the Parent Company EL.En. fpA million Euros at the annual rate of 0,1%if@ due in
one year;

- short-term financing contracted by Penta-Laser gent Wenzhou Co for an overall amount of 4,4 onillEuros

(corresponding to 34,6 million Yuan) falling due &8 million Yuan in the month of February 202Gtz annual

rate of 4,57% , for 16,5 million Yuan falling due the month of August 2020 at the annual PBC (@éBtank of

China) rate increased by 1%, for 2,8 million Yuatifg due in the month of January 2020, at theuahrate of

2,06% and for 4,6 million Yuan falling due in thenth of February 2020 at the annual rate of 2%,38dnillion

Yuan coming due in the month of March 2020 at teual rate of 1,97%;

bank financing granted tBenta Chutian Laser (Wuhan) Co. Ltd for about 1®fisand Euros, equal to 1 million

Yuan, falling due in the month of January 2020 et annual PBC (Central Bank of China) rate incréase

December 312019 by 1,31%.

The heading of “Amounts owed to associated comgamie December 312018 included the residual amount owed to
the associated company Elesta Srl which arosetaftdncrease in capital stock underwritten atethe of the year and
paid in 2019.

The heading of “Amounts owed to leasing companiasludes the amounts for short-term leasing meetioim the
preceding note.

“Amounts owed to other financers” includes:

- the short-term financing described in the prasibdlote;

- Facilitated financing for applied research (FEMT@ject) issued by the MIUR to the subsidiary QuaBistem
S.p.A. for a total of 806.300 Euros, at an anna# of 0,50%, to be reimbursed in 17 half-yearlstafiments, last
installment on July i, 2020;

- the residual debt of 1,7 million Euros of thévsidiary Penta-Laser Equipment Wenzhou Co towardsntinority
shareholders for the purchase of the equity in@€htutian Laser (Wuhan) Co. Ltd.

The heading of “Current liabilities for derivatifimancial instruments” includes the evaluationait ¥alue according
to IFRS 9 of the currency rate swap derivative @msttcovering the risk on the Euro/Yen exchange vetich was
stipulated by the subsidiary With Us. The contrexpires in April 2020, notional value on Decembét' 2019 was
200.000 Euros, the fair value was —3.535 Euros.
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Accounts payable (note 20)

31/12/2019 31/12/2018 Variation Var. %
Accounts payable 78.372.78Q 63.891.04Q 14.481.74Q 22,67%
Amounts owed to associated companies 18|000 18.000
Total 78.390.78Q 63.891.04Q 14.499.74Q 22,69%

The increase in accounts payable is due to theaserin the volume of business this year.
No significant amounts owed on overdue debts fppbes were recorded at the end of the year.

The chart below shows the accounts payable to gardes for 2019 divided according to the currency

Accounts payable in: 31/12/2019 31/12/2018

Euros 47.606.098 40.890.115
UsD 2.963.882 2.237.198
Other currencies 27.802.800 20.763.727
Total 78.372.780 63.891.040

On the chart, the value in Euros of the debts waily expressed in US dollars or other currenciegzrasents the
amount in currency converted at the exchange naferce on December 32019 and December 32018.

Income tax payables /Other current payables (nofg 2

The income tax debts matured for some of the coieparelonging to the Group on Decembet 3019 amounted to
3.507 thousand Euros and are entered net of tha gayments and deductions.

The subdivision of the other debts is as follows:

31/12/2019 31/12/2018 Variation Var. %
Social security debts
Debts to INPS 3.413.111 2.892.179 520.932 18,01%
Debts to INAIL 235.541 218.744 16.797 7,68%
Debts to other Social Security Institutions 575.831 517.188 58.143 11,24%
Total 4.223.983 3.628.111 595.872 16,42%
Other debts
Debts to the tax authorities for VAT 770.164 254.986 515.178| 202,04%)
Debts to the tax authorities for withholding 2. 101 2.034.035 668.405 32,86%
Other tax liabilities 493.918 259.723] 234.195] 90,17%
Debits to staff for wages and salaries 12.997{162 12.036.362 960.800 7,98%
Down payments 17.478.384 14.033.952 3.444.432 24,54%
Other debts to associated companies 70781 70.781
Other debts 14.940.639 11.182.904 3.757.735 33,60%
Total 49.453.488 39.801.962 9.651.526 24,25%
Total Social security debts e Other debts 53.677.471 43.430.073 10.247.399 23,60%

The amounts owed to staff include, among othergiyithe debts for deferred salaries of personnglarad as of
December 3120109.

The entry of “Down payments” consists of down pagtegeceived from clients for orders received;itteeease refers

in particular to the Chinese subsidiary Penta-L&spripment Wenzhou Co., Ltd, the Japanese subgidiéth Us. Co.,
Ltd. And the Italian subsidiary Cutlite Penta Srl.
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The entry of “Other debts” includes, among othéndh, the deferred income calculated on the gnatsived by the
subsidiary Penta Laser Equipment (Wenzhou) Co. tddsustain the new production center and the rekeand

development activities.

Analysis of debts by due date

Amounts owed to banks

Amounts owed to leasing companies

Current liabilities for derivative financial
instruments

Amounts owed to other financiers
Accounts payable
Amounts owed to associated companies
Income tax payables
Social security debts
Other debts

Total

31/12/2019 31/12/2018
<=1 year >1lyear <=5 > 5 years <=1lyear LYe&A <=5 > 5 years
years years
11.793.503 8.891.48( 2.910.07¢ 6.719.724 4.030.717 1.370.00(
2.643{406 3.777.61( 4.658.02( 974.364 1.038.21( 5.045.014
3.534 6.145
2.265.991 844.173 34.396 337.33( 940.217 68.677
78.372.78( 63.891.04(
8.7&4 276.604
3.507.174 2.485.761
4.223.984 3.628.111
49.382.707 39.801.964
152.281.8645 13.513.264 7.602.494 118.121.05(¢ 6.009.144 6.483.696
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Segment information -IFRS8

The segments identified by the Group that are shio@aw in compliance with IFRS 8, are those showlow along
with the amounts associated with them in the firgrstatement.

31/12/2019 Total Medical Industrial Other

Revenues 402.450 242.184 158.827 1.440

Intersectorial revenues (1.690) (250) (1.440)

Net Revenues 400.761  242.184 158.577

Other revenues and income 3.474 2.003 1.374 97

Gross Margin 156.021  110.019 45.905 97
Inc.% 39% 45% 29% 100%

Margin 53.212 40.907 12.209 97
Inc.% 13% 17% 8% 100%

Not assigned charges 15.014

EBIT 38.198

Net financial income (charges) 468

Share of profit of associated companies (23) 0 (32) 9

Other Income (expense) net 0

Income (loss) before taxes 38.644

Income taxes 9.868

Income (loss) before minority interest 28.775

Minority interest 2.759

Net income (loss) 26.017

31/12/2018 Total Medical Industrial Other

Revenues 347.490 197.853 148.450 1.187

Intersectorial revenues (1.470) (283) (1.187)

Net Revenues 346.020 197.853 148.167

Other revenues and income 5.613 1.787 3.524 301

Gross Margin 137.478 89.860 47.317 301
Inc.% 39% 45% 31% 100%

Margin 46.205 29.009 16.895 301
Inc.% 13% 15% 11% 100%

Not assighed charges 16.218

EBIT 29.987

Net financial income (charges) 869

Share of profit of associated companies (1.306) (1.295) 5) (6)

Other Income (expense) net (6)

Income (loss) before taxes 29.545

Income taxes 7.707

Income (loss) before minority interest 21.839

Minority interest 5.045

Net income (loss) 16.794

144



31/12/2019 Total Medical Industrial Other

Assets assigned 344.555 172.080 172.475

Equity investments 2.150 1.933 217

Assets not assigned 78.623

Total assets 425.328 174.013 172.693 0

Liabilities assigned 141.703 45.676 96.027

Liabilities not assigned 42.992

Total liabilities 184.695 45.676 96.027 0
31/12/2018 Total Medical Industrial Other

Assets assigned 294.947 153.709 141.238

Equity investments 1.900 1.651 249

Assets not assigned 63.015

Total assets 359.861] 155.360 141.487 0

Liabilities assigned 108.194 38.269 69.925

Liabilities not assigned 32.431

Total liabilities 140.625 38.269 69.925 0
31/12/2019 Total Medical Industrial Other

Changes in fixed assets:

- assigned 17.410 6.183 11.227

- not assigned 3.733 0 0

Total 21.143 6.183 11.227 0
31/12/2018 Total Medical Industrial Other

Changes in fixed assets:

- assigned 22.133 9.431 12.702

- not assigned (66) 0 0

Total 22.067| 9.431 12.702 0
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Information according to the geographical area

31/12/2019 Total Italy Europe Row
Revenues 400.761 74.272 78.845 247.643
31/12/2018 Total Italy Europe Row
Revenues 346.020 65.768 68.464 211.788
31/12/2019 Total Italy Europe Row
Assets assigned 422.926 280.797 37.295 104.833
Equity investments 2.403 2.332 0 71
Total assets 425.328] 283.130| 37.295 104.904
Liabilities assigned 184.695 97.510 18.634 68.551
Total liabilities 184.695 97.510 18.634 68.551
31/12/2018 Total Italy Europe Row
Assets assigned 357.401 243.818 27.640 85.943
Equity investments 2.459 2.325 0 134
Total assets 359.861 246.143| 27.640 86.077
Liabilities assigned 140.625 75.593 14.544 50.488
Total liabilities 140.625 75.593 14.544 50.488
31/12/2019 Total Italy Europe Row
Changes in fixed assets:
- assigned 21.143 7.001 4.313 9.828
Total 21.143 7.001| 4.313 9.828
31/12/2018 Totale Italia Europa Row
Changes in fixed assets:
- assigned 22.067 17.214 2.584 2.270
Total 22.067 17.214| 2.584 2.270
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Information on the consolidated Income Statement

Revenue (note 22)

The chart below shows the sub-division of the satésme for 2019 among the activity sectors of@eup compared
with the same data for last year. The overall ghoeame close to 16% with the medical sector exogedd% and
once again growing faster than the industrial gecto

31/12/2019 31/12/2018 Variation var. %
Medical 242.183.714| 197.853.568 44.330.146 22,41%
Industrial 158.576.975| 148.166.503 10.410.472 7,03%

Total revenue 400.760.689 |  346.020.071 54.740.618 15,82%

Breakdown of the revenue by geographical areas

31/12/2019 31/12/2018 Variation Var. %
ltaly 74.272.009 65.767.675 8.504.334 12,93%
Europe 78.845.425 68.464.144 10.381.281 15,16%
ROW 247.643.255| 211.788.252 35.855.003 16,93%
Total revenue 400.760.689 |  346.020.071 54.740.618 15,829

The rapid growth that was registered involved é&lthee geographical areas and showed the best sesuthe non-
European countries which in part reflects, in paitir in Italy, a less favorable phase in the eatin@ycle.

Other income (note 23)

The analysis of the other income is as follows:

31/12/2019 31/12/2018 Variation Var. %
Other income due to Insurance refunds 18.168 92.416 -74.248 -80,34%
Recovery of expenses 1.317.489 1.155.625 161.864 14,01%
Capital gains on disposal of fixed assets 212.429 252.288 -39.859 -15,80%
Other income 1.925.55(Q 4.112.441 -2.186.891 -53,18%
Total 3.473.636 5.612.77Q -2.139.134 -38,11%

The heading of “Recovery of expenses” refers mamlgeimbursements for shipping costs.

The entry “Other income” consists for the most pdrgrants for research projects for 97 thousanb&and federal
grants related both to the new production center tarnthe research projects for an amount of abd@5lLthousand
Euros entered by the Chinese subsidiary Penta [Eg@pment Wenzhou Co. Ltd. and the new compangtaPleaser
Technology (Shangdong) Co., Ltd.
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Costs for the purchase of goods (note 24)

The analysis is shown on the following chart:

31/12/2019 31/12/2018 Variation Var. %
Purchases of raw materials and finished products 9.690.870 202.934.677 16.756.193 8,26%
Packaging 1.723.901 1.480.937 242.964 16,41%
Shipping charges on purchases 1.357.345 1.276.024 81.321 6,37%
Other purchase expenses 1.257.358 681.570 575.788| 84,48%
Other purchases 1.204.020 1.013.840Q 190.180 18,76%
Total 225.233.494 207.387.044 17.846.444 8,61%

Costs for purchases of goods as of Decemb22819 were 225.233 thousand Euros opposed to th&@D thousand
Euros for last year, showing an increase of 8,61%.
Net of the variations in the inventory, the incideron the revenue was 53,2% as opposed to 54,1ksfoyear.
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Direct services/ Operating services and chargest¢rizb)

Breakdown of this category is shown on the chadvee

31/12/2019 31/12/2018 Variation Var. %

Direct services
Outsourced processing 13.360.997 7.426.690 5.934.307 79,91%
Technical services on products 1.686.807 1.279.259 407.548| 31,86%
Shipment charges on sales 3.988.512 2.739.301 1.249.211 45,60%
Sale commissions 13.141.231] 12.887.07Q 254.161 1,97%
Royalties 216.000] 1.680 214.320 12757,14%
Travel expenses for technical assistance 1.322.816 1.083.808 239.008 22,05%
Other direct services 1.437.144 1.397.732 39.412 2,82%

Total 35.153.507 26.815.54Q 8.337.967 31,09%
Other operating services and charges
Maintenance and technical assistance on equipment 86.8B1 635.991 350.880 55,17%
Commercial services and consulting 2.549.648 2.137.286 412.362 19,29%
Legal and administrative services and consulting 314601 1.490.796 -176.195 -11,82%
Audit fees 397.323 423.496 -26.173 -6,18%
Insurances (no staff cost) 813.600 723.426 90.174 12,46%
Travel and accommodation expenses 4.450.011 4.392.801 57.210 1,30%
Trade shows 3.911.134 3.889.414 21.720 0,56%
Promotional and advertising fees 6.553.643 6.703.966 -150.323 -2,24%
Expenses related to real estate 2.779.038 2.401.728 377.310| 15,71%
Other taxes 802.689 653.615| 149.074 22,81%
Vehicles maintenance expenses 1.705.421 1.650.852 54.569 3,31%
Office supplies 661.760) 491.060 170.700] 34,76%
Hardware and Software assistance 807.536 766.103 41.433 5,41%
Bank charges 346.300 351.155 -4.855 -1,38%
Leases and rentals 1.641.631 2.874.512 -1.232.881 -42,89%
Salaries and indemnity to the Board of Directord Board of Auditors 2.463.17 2.277.739 185.433 8,14%
Temporary employment 1.091.942 546.336 545.606 99,87%
Other services and charges 10.348.139 10.459.971 -111.832 -1,07%

Total 43.624.459 42.870.247 754.212 1,76%

The most significant changes in the category ofrébt services” are related to “Outsourced procgsdiecause we
have made greater use of outsourcing, for “Techisigarices”, and “Shipping charges on sales” aduth¢ increase in

the level of activity and sales.

The most significant amounts in the category of é@ing services and charges” are related to ctamsy fees and
publicity expenses to support the selling actisitizkavel and accommodation expenses, trade shogvéaas; in the

category of “Other services and charges” the migsiifcant amounts refer to technical and scieatdonsultancy fees
for an amount of 2.123 thousand Euros and studiggesearch for an amount of about 2.484 thousanolsE

For the research and development activities ants,cplease consult the relative paragraphs in tardgement Report.

The decrease in the charges for “leases and réigakdated to the application of IFRS 16, as jwasly described.
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Staff costs (note 26)

The chart below shows the costs for staff:

31/12/2019 31/12/2018 Variation Var. %
Wages and salaries 51.235.505 45.518.357 5.717.148 12,56%
Social security contributions 12.149.764 10.794.659 1.355.105 12,55%
Severance indemnity 1.676.017 1.600.811 75.206 4,70%
Staff costs for stock options/stock based comp@nrsat 571.181 692.825 -121.644 -17,56%
Other costs 452.220 382.674 69.546 18,17%
Total 66.084.687 58.989.326 7.095.361 12,03%

The costs for personnel was 66.085 thousand Eurdsshowed an increase of 12,03% with respect to5&1889
thousand Euros for last year. The increase wagdtke rise in the number of employees both inRhesnt Company,
the Italian and foreign subsidiaries, which inceefism 1.368 on December 2018 to 1.498 on Decembers3019.
The entry of “Staff costs for stock options/sto@dsed compensation” includes the figurative coststfe stock options
assigned by the Parent Company to some of the gagdoof the Group (see note 10).

Depreciation, amortization and other accruals (na2&)

The table below shows the breakdown for this catego

31/12/2019 31/12/2018 Variation Var. %

Amortization of intangible assets 671.569 410.458| 261.111 63,61%
Depreciation of tangible assets 4.233.775 4.014.407 219.368 5,46%
Depreciation of tangible assets right of use 1880 1.980.721
Devaluation (Rival.) of fixed assets 27.007 27.007,
Accrual for bad debts 411.076 664.171 -253.095 -38,11%
Accrual for risks and charges 789.430 542.160 247.270 45,61%

Total 8.113.578 5.631.196 2.482.382 44,08%

The increase in costs for amortizations and deatiedis is mainly due to the application of IFRS &6, described
above.

The accrual for bad debts includes some devaluatitade for cautionary purposes on some amounts oivieth have
been delayed in their payment.

The accrual for risks and charges is mainly duthtoamounts accrued in the product warranty fundhieyvarious
companies in the Group.
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Financial income and charges and exchange gain @o@ote 28)

The breakdown of the category is as follows:

31/12/2019 31/12/2018 Variation Var. %
Financial income
Interests income on bank and postal deposits 354.276 493.163 -138.887| -28,16%
Financial income from associated companies 4.376 14.715 -10.339 -70,26%
Interests income from current securities and firerassets 194.984 201.381 -6.397 -3,18%
Capital gain and other income from current seasitind financial assets 179.437 179.237|
Other financial income 227.585 207.719 19.866 9,56%
Total 960.458 916.978 43.480 4,74%
Financial charges
Interests on bank debts and on short term loans 4275 156.273 119.169 76,26%
Interests on bank debts and on other m/I term loans 25.105 5.713 19.392 339,44%)
Capital losses and other charges on current sissugind financial assets 85.198 -85.198 -100,00%,
Other financial charges 457.113| 339.680 117.433 34,57%
Total 757.660 586.864 170.796 29,10%
Exchange gain (loss)
Exchange gains 1.433.330 1.818.897 -385.567 -21,20%
Exchange losses -1.159.385 -1.189.586 30.201 -2,54%
Financial charges fair value on exchange rate dtvies -8.472 -89.995 81.523 -90,59%
Total 265.473 539.316 -273.843 -50,78%

The “interests income from current securities andrfcial assets” refer to the maturity of the iagtron the insurance
policies underwritten by the Parent Company. Timtetiests on bank debts and on short term loanstgehainly to

overdrafts granted by credit institutions to sorh#he foreign subsidiaries.
The category of “Other financial charges” includbe amount of about 66 thousand Euros for the estercharges
deriving from the application of the IAS 19 accangtstandard to the severance indemnity and 11dstad Euros for
the entry of interest for leases derived from thpligation of the new IFRS 16.
The “Financial charges fair value on exchange datévatives” are related to the evaluation of tleeidtive currency

swap rate contracts stipulated by the subsidiath\Ws.

Other non-operating income and charges (note 29)

Other non operating charges
Devaluation of equity investment

Total

31/12/2019 31/12/2018 Variation Var. %
5.700 -5.700 -100,00%
5.700 -5.700 -100,00%
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Income taxes (note 30)

IRES and other foreign income taxes
Income taxes - IRAP
Deferred income taxes - IRES and for foreign congsan
Deferred income taxes - IRAP
Income tax receivable
Other income tax
Previous years tax
Total

31/12/2019 31/12/2018 Variation Var. %
9.968.783 7.112.497 2.856.286 40,16%
1.438.371 1.062.908 375.463| 35,32%

159.665 76.662 83.003 108,27%)
1.612 50.998 -49.386 -96,84%
-500.612 -518.271] 17.659 -3,41%
-7.987 -7.987
-1.191.417 -78.168 -1.113.249 1424,17%
9.868.415 7.706.626 2.161.789 28,05%

The costs for current and deferred taxes this gearunted to 9.868.415 Euros.

On account of the effects of the agreement stipdldtetween the Parent Company EI.En and the tdomtigs in
Florence in the month of December 2019 for theéptbox” facilitation related to the years 2015-204n income of
1,2 million Euros was entered into accounts relédetthe decrease in the IRES and IRAP taxes duthéofirst 4 years

of the ruling.

The chart below shows the reconciliation betweenttteoretical fiscal aliquot and the actual aliglistited to the
Income tax for companies (IRES) and similar ones.

2019 2018
Profit/loss before taxes 38.643.707 29.545.293
Theoretical IRES Aliquot 24,00% 24,00%
Theoretical IRES 9.274.490 7.090.870
Higher (lower) fiscal incidence of the foreign coampes
with respect to the theoretical aliquot 393.443 (18.192)
One time income tax charges 32.661 (78.168)
Tax credits (500.612) (518.271)
Patent box (1.155.866
Higher (lower) fiscal incidence of Italian compes
with respect to the theoretical aliquot (802.0[79) (327.783)
Higher (lower) fiscal incidence due to the effeot
consolidation 1.186.395 444.263|
Actual IRES 8.428.432 6.592.720
Actual IRES aliquot 21,81% 22,31%
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Earnings per share (note 31)
The average weighted number of shares in circulatics year amounted to 19.341.170 ordinary shafesy; the pick

up of the stock option. The profits per share orcdbeber 3T 2019 therefore amounted to 1,35 Euros. The diluted
profit per share, which takes into considerati@oahe stock option assigned last year, was 1.28sEu

Dividends distributed (note 32)

The shareholders’ meeting of EL.LEn. S.p.A. heldviary 27" 2018 voted to distribute a dividend of 0,40 Eypes share
for each of the 19.297.472 shares in circulatiotnhendate the coupon came due. The dividend thatpaa amounted
to 7.718.988,80 Euros.

The shareholders’ meeting of EI.En S.p.A held oryMI&" 2019 voted to distribute a dividend of 0,40 Eypes share

for each of the 19.297.472 shares in circulatiothendate the coupon came due. The dividend thatpaa amounted
to 7.718.988,80 Euros.

Other components of the statement of comprehengne®me (note 33)

On December 312019 there were no other components of the stateaie€omprehensive income worthy of note.

Non-recurring significant, atypical and unusual ews and operations (note 34)
In compliance with Consob Communication DEM/6064283uly 28" 2006, we declare that last year and during this

year the Group did not conduct any significant mecurring, atypical or unusual operations, as eefiin the
aforementioned 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, the &ahManager
and the other executive directors with strategipoasibilities;

- 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 Directorshef Parent company, by a member of the Board oflitetat
Auditors, by any other of the executives with sgit responsibilities.

One of the Managing Directors, the majority shalédoof the Parent company, has an outright owngrsha 25%
guota of Immobiliare del Ciliegio Srl, also a sHaokeler of the Parent Company.
All the transactions with related parties took plat normal market conditions.

In particular, the paragraphs below give importafdarmation about the related parties.

The Members of the Board of Directors and the Badir8tatutory Auditors and General Director

In compliance withConsob regulation 11971/99 (Regolamento Emift¢hé salaries paid to the members of the Board
of Directors and the Board of Statutory Auditotss General Director and the equities held by theenshown in the
“Report on Remuneration ex artt. 188-T.U.F. e 84quaterReg. Consob 11971/1999” which, in compliance i
law is made available and can be consulted on ftiternet site www.elengroup.com— section “Investor
relations/Governance/Company documents”.

It should be noted that to the President of tharieal and scientific committee of E.En. S.p.Rrpfessor Leonardo
Masotti, was paid a fixed amount of 6.000 Eurosjdes the incentive bonus of 52.554 Euros. Morea&president
of the Board of Directors of Deka MELA S.r.l. heceéved a salary of 21.000 Euros, as president ®fBbard of

Directors of Elesta SpA, he received a salary 416.Euros and, as a member of the Board of Direcib¥Vith Us Co.

Ltd he received the amount of 1.500 thousand yenpdrt of the stock option plan for 2016-2025, éeeived the
options that were granted to him when the plan sedsip, as per the information report issued inpl@mmnce with art.

84-bis Regolamento Emittenti Consob

Physical persons possessing an equity in EI.En. SpA

The partner Carlo Raffini to whom the El.En. assijm specific professional task for the entire yssgeived a salary
of 16 thousand Euros; moreover, for a similar tpekformed for the subsidiary Deka M.E.L.A. Srl leceaived 8
thousand Euros.

Subsidiary companies

Normally the operations and reciprocal payments rgnbe companies of the Group included in the arka o
consolidation are eliminated during the formulatioihthe consolidated statement and for this regbey are not
described here.

Associated companies

All of the relations of receivables and payablds,ofthe costs and revenue, financing and guaemgranted to
associated companies during 2019 are shown claadyn detail.

The prices for the transfer of goods are estaldisbe the basis of what normally occurs on the ntarkée

intercompany transactions therefore reflect mattarids, from which they may different slightly iocardance with
the commercial policies of the group.

The charts below show an analysis of the transagtishich have taken place with the subsidiary asebeiated
companies both for sales, purchases, accountsranttial payables and receivables.
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Financial Receivables Accounts receivable
Associated companies: <1 year > 1 year < 1year > 1 year
Actis Srl 30.00 1.70
Immobiliare Del.Co. Srl 31.56
Elesta SpA 747.67|
Chutian (Tianjin) Laser Technology Co. Ltd 36.44
Quanta Aesthetic Lasers USA, LLC 2.76]
Accure Inc. 66.76 26.55]
Total 128.32 815.14
Financial Payables Other payables Accounts Payable
Associated companies: <1year > 1 year <1year > 1 year <1year > lare
Actis Srl 18.000
Accure Inc. 70.781
Total 70.78 18.00
Associated companies: Sales Service Total
Elesta SpA 1.102.24 105.29 1.207.545
Quanta Aesthetic Lasers USA, LLC -10.38 -10.381
Accure Inc 120.75 120.758
Total 1.212.62 105.2 1.317.91
Associated companies: Other revenues
Elesta SpA 18.829
Actis Srl 1.363
Accure Inc. 144.303
Total 164.49
Associated companies: Purchase of raw materials Services Other Total
Actis Srl 18.00 18.00(0
Accure Inc. 26 269
Total 2 18.0 18.26

The amounts shown on the charts above refer tsdmions which are inherent to the ordinary openatiof the

company.
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The chart below shows the incidence which the dimers with related parties have had on the econ@métfinancial

situation of the Group.

Impact of related parties transactions Total related parties Inc %

Impact of related parties transactions on the stat@ent of financial

position

Equity investments 2.402.752 1.367.332 56,91%
Receivables LT 322.723 - ,0@%
Accounts receivable 92.026.087 815.140 0,89%
Other current receivables 13.452.643 128.326 0,95%
Non current financial liabilities 21.115.757 - @O
Current financial liabilities 16.706.435 - @O
Accounts payable 78.390.780 18.000 0,0R%
Other current payables 53.677.471 70.781 0,13%
Impact of related parties transactions on the incora statement

Revenues 400.760.689 1.317.917 0,3B%
Other revenues and income 3.473.636 164.495 4,74%
Purchase of raw materials 225.233.494 269 0,00%
Direct services 35.153.507 - @O
Other operating services and charges 43.624.459 18.000 0,04%
Financial charges 757.660 - 0%
Financial income 960.458 4.376 0,46%
Income taxes 9.868.415 0,00%
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Risk factors and Procedures for the managementioghcial risks (note 34)

Operating risks

Since the company is fully aware of the potentisis 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 coverethdyypes of insurance policies held by the corigsaof the Group.

The main financial instruments of the Group includeecking accounts and short-term deposits, shattl@ng-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 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 consolidat®alcial 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 consoliddiaancial position and the consolidated shareftsldequity as

expressed in Euros in the consolidated financéestents of the Group.

With US Co. Ltd., in the preceding years, stipulatederivative of the type called "currency rateagWin order to
hedge the risk in currency exchange for purchas&siios.

Operation Notional value Fair value
Currency swap € 200.000 -€ 3.535
Total € 200.00 -€ 3.535
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 whialehbeen 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 devaluatioasion which is accrued at the end of the yearesents about 6%
of the total accounts receivable from third partlesr an analysis of the overdue receivables frioind parties, please
consult the relative paragraph in the consolidéitexhcial statement.

As far as guarantees granted to third parties ameerned:

the Parent Company EL.LEn. S.p.A. has underwritten:

- in 2013, a bank guarantee for a maximum of 5@shad Euros later increased to a maximum of 100stad Euros
as a guarantee for customs duties as per ex adf 8¢ T.U.L.D., payable for temporary importstiwexpiration date
in June 2019 which was not renewed.

The subsidiary Deka M.E.L.A. S.r.l. in 2016 undester a bank guarantee for a maximum of 127.925 Easos
guarantee for the final reimbursement of the amoemuire as a down payment for the project POR FEGRI — 2020
Strategic Research and Development project phaadriitted for contributions by ti@ando Unicoapproved by the
Region of Tuscany with Decree 3389 on Jul{f 2014, with expiration date in May 2020.

The Chinese subsidiary Penta-Laser Equipment (Wenzbbtained financing for the construction of tiew factory
and for the purchase of the equipment by takingaaubrtgage for an overall amount of about 41 anllRMB.

The new Chinese subsidiary, Penta Laser Techno{&angdong) obtained financing for the constructiom
equipping of their new factory by taking out a tgage for the overall amount of about 6,8 millRMB.
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The subsidiary ASA has underwritten a contractaftman to be used for the construction of a newofgdy taking out
a mortgage for an overall amount of 4,8 million &urAlso in 2018 Asa underwrote a bank guarantegets by
CREDEM to the supplier ENI Spa for the amount df0B. Euros with expiration date on Decembe¥ 2021, as a
guarantee for the issuing of thirteen MULTICARD Eddirds after they underwrote a contract for thelpase of fuel.
During 2019 ASA also underwrote a bank guarantdieyp@sued by ELBA Assicurazioni SpA in favor dfeir client
ASST DI MONZA for 600 Euro with due date on Novemtié€" 2020, as a guarantee for the correct fulfillmefralb
the contract obligations inherent to the sale thfeapeutic laser device.

The German subsidiary Asclepion in 2018 has und#en a contract for a loan to be used for thestmttion of a
new factory by taking out a mortgage for an oveaigbunt of 4 million Euros which is added to theidaal mortgage
taken out for the construction of the old buildfiog the amount of about 427 thousand Euros.

Cash and interest rate risks

As far as the exposure of the Group to risks rdlatecash and interest rates is concerned, it dhmilpointed out that
cash held by the Group has been maintained athaeldwg| also during this half in such a way asdwer existing debts
and obtain a net financial position which is exteiympositive at the end of this half. For this masve believe that
these risks are fully covered.

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 busirsgsmaintained so as to guarantee an adequatebettveen capital
and reserves and debts

Financial Instruments (note 37)

Fair value

The table below shows a comparison by categorydsivibook value and fair value of all the finanaistruments of
the Group.

Book value Book value Fair value Fair value

31/12/2019 31/12/2018 31/12/2019 31/12/2018
Financial assets
Equities in other companies 1.035.420 1.035.420 1.035.420 .035.420|
Non current financial receivables 323 322.898 322.723 322.894
Current financial receivables 212.075 201.393 212.075 201.393
Securities and other non-current financial assets 14.952.687 12.256.886 $2.887 12.256.886
Securities and other current financial assets 2.126.791 1.951.235 B.7921 1.951.235
Cash and cash equivalents 97.030.962  80.966.102 97.030.962 80.965 |1
Financial debts and liabilities
Non current financial liabilities 21.115775 12.492.839 21.115.757 12.492.839
Current financial liabilities 16.706.435 8.314.176 16.706.435 .318.176

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 mankétich is active for identical assets and liabiitie

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 whare not based on
observable market data.
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As of December 312019, the Group holds the following securitiesleated at fair value:

Level 1 Level 2 Level 3 Total
Investment contracts 14.952.687 14.952.687
Mutual funds 2.126.791 2.126.791
Currency swap -3.535 -3.535
Total 2.126.791 14.949.152 17.075.943

Other information (note 38)

Information on public financing as per art. 1, subection 125 of Law no. 124 of August'£2017 (“Annual law for
the market and the competition”)

Law no.124 of August2017 and the subsequent modifications in art. 35 B4/2019 with modifications by L.
58/2019 introduced some measures intended to insgmeparency in the system of public financingparticular, it

states that companies must indicate in the Expdap&dotes of the financial statement and in thesotidated Notes if
there is one, information regarding any subsidjeants, benefits, contributions in money or in kimthich do not have
a general character and are not paid for or reiggilias those effectively issued by the public attnation and by the
subjects specifically indicated in the above merdlaw.

Therefore, the amounts for the sales of goods mices inherent in the operations conducted as gfatieir activity
are excluded, in the presence of reciprocal relatimanaged according to the rules of the marketgémeral measures
that can be used by all of the companies belonginthe general structure of the system definedHey state (for
example, ACE), the selective economic advantagesived in application of a regime of assistanceessible to all
companies which satisfy certain conditions, onlihsis of predetermined general criteria (tax fetibns and grants,
also related to the hiring of the disabled), thangg for training received from inter-professiofiahds like, for
example, Fondimpresa, since they are institutior@ted by the contributions from the companiesigaves.

It should also be recalled that, in reference #khtblp from the state and the “de minimis” helg, tfansparency of the
latter is monitored by the publication in the Nafb Register of State Assistance active since Augli2017, by the
institutions which grant this help and to which thader is referred.

The chart below illustrates the content of thesggiliaions:

ASA srl
Institution Type of facilitation Tax and social security breaks and grants Amount
Financial administration Tax credits for research and development | D.L. 145/2013 e S.M. 216.069
Contract
Date Number Company name Description of the subject of the contract Amount
With the contract stipulated on 21/03/2007 (lashemwal
ultimo 13-20 February 2018) they created a joiritolatoy
between the Dept. of experimental and clinicabniedical
sciences and of the University of Florence and $sd. which
has been called Asacampus joint laboratory forsthdy of the
effects of physical stress, in particular graviaéil,
mechanical, photonic, photo-mechanic and magnéetldsf at
Department of experimentathe cellular and molecular level: the joint laborgt has the
21/03/2007 - and clinical biomedicalrooms and equipment made available by the Uniyersit| Value of
renewal sciences of the University ofFlorence and Asa Srl places at their disposal th& and| benefits cannot
20/02/2018 Agr 00549 | Florence equipment listed in the agreement. be quantified
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Esthelogue srl

Institution Type of facilitation Tax and social security breaks and grants Amount
Financial administration Tax Credits for publicitwestments | Art. 57bis ¢.1 D.L. 50/17 13.365
Deka M.E.L.A. srl
Institution granting | Institution supplying Facilitation Description Amount

POR FESR 2014-2020 - Contest 1: Strat¢gic
research and development projects — Prgject
co-financed by the Region of Tuscany 4gnd
called "INSIDE" (Development of diagnoslic
and theranostic targeting based on ngno-
systems and/or | e/o engineered lymphocjtes
Grant for expenses on théor the early identification and treatment|of
Region of Tuscany | Tuscany Develomentesearch project melanomas and multiple sclerosis 28.593
Lasit spa
Institution Type of facilitation Tax and social security breaks and grants Amount
Purchase of new instrumental assets as per
Internal Revenue art. 1 sub-section 98,99 and 101 Law |Jd&x credit of 25% on the cost of the goods
Service December 2015 purchased 96.750
Quanta System spa
Institution Type of facilitation Tax and social security breaks and grants Amount
Financial administrationTax credit for research and developmebtL. 145/2013 e S.M. 202.4p2

It should be noted that the company received fimanin the form of facilitated credit for the amdwof 806.300 Euros
during the fiscal year 2012 from MIUR for the dey@inent of a Femtosecond laser. The company retanednount
of 97.007 Euros (of which 604 for interest) dur2@9.
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Information supplied in compliance with art. 149-dwdecies of theRegolamento Emittenti Consob

In compliance with article 148uodecie®f the Regolamento Emittenti Consahe chart below shows the amounts for
the year 2019 related to auditing services andhose other than the ones conducted by Deloitteo&iche S.p.A for
the Parent Company and for some of the Italianfareign subsidiaries.

Company providing the

service Receiver note 2019 fees (Euros)

Deloitte & Touche SpA Parent Company 59.683
Audit Deloitte & Touche SpA Italian subsidiaries 68.821

Deloitte & Touche SpA Foreign subsidiaries 18.509

Deloitte network Foreign subsidiaries 79.295
Certification services Deloitte & Touche SpA Parent Company (1) 18.402

Deloitte & Touche SpA Italian subsidiaries 2) 14.500
Other services Deloitte & Touche SpA Parent Company

259.21C

(1) Revision of the Non-Financial Statement
(2) Certification services for tax credit for R&D

The honorariums shown in the chart that are reladeltalian companies include the annual adaptatio the basis of the ISTAT index; they are
shown net of the reimbursements for expenses iedwnd supervising contributions in favor of Consob

Average number of employees

Personnel Average ofthe  5,15/5919 Average of 31/12/2018 Variation Var. %
period previous period
Total 1.43 1.498 1.29 1.368 130 9,50%

SUBSEQUENT EVENTS

On January "8 2020 to the Chamber of Commerce of Wenzhou a nesinkss license for Penta Laser Wenzhou was
registered for the acquisition by Ot-las of a fertiquota of 29,7%. The amount was about 20 miltonos and it was
paid within the following 15 days once the authatian had been obtained from the Chinese authsrite the
importation of currency. An earn out of 40 milli®@nminbi (about 5 million Euros at the current Exege rate) will
be paid if certain events occur, in particulartba case of an IPO of Penta Wenzhou within 5s/ebthe agreement.
The percentage of ownership of 83,23% obtainetisiway in Penta Wenzhou is therefore related ¢oeifitire group
of Chinese activities that are now controller 1009@enta Wenzhou itself, that is, Penta Chutiawahan and Penta
Shandong of Lin Yi. With the decline in the powdrtbe minority group we are confident that we vl able to
increasingly take advantage of the opportunitiesdfevelopment and growth of the operating structnreerms of the
production and marketing capacity that has beearozgd an re-enforced in China in the last few gieand we are
confident that the setback caused by Covid 19 eaovercome and that we can recover the positivel tieat has been
shown in the past few years.

COVID-19 EMERGENCY

By mid-January it was becoming clear that the sprfathe epidemic with its epicenter in the cityWiihan and the
restrictions adopted by the Chinese government weastic, with house quarantines imposed in athefprovince of
the city of Wuhan, Hubei and other provinces. Thisrstill even now a limitation on the circulatiof people and the
city of Wuhan is blocked, while in the other prosés life is gradually returning to normal thankghe substantially
stable number of new victims.

The effects on the activities of the Group werendigant and the three factories in China were ddrto extend their
holiday closure and interrupt production. At Lin #nhd at Wenzhou activities started up again atbénginning of
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March at a very slow pace because of the diffiealin moving from one province to another, whilé\athan, where
most of our employees live, the city remains urglearantine. Although the block in the productiopasity will soon
be overcome, it will take more time for the dem#émdeturn to the levels which were expected for02

Also in Italy, the emergency measure taken by theegnment effectively blocked sales in Italy, whitespite the
difficult conditions, where possible and permittadd with the maximum consideration for the heatild safety of the
workers, production continued in order to sati$fg thany orders that were coming from abroad. Th&icgons that
were imposed caused the cancellation of the faick symposiums that are a point of reference forGheup and
prevented them from travelling and conducting teeal promotional and marketing activities eventimer countries.

CURRENT OUTLOOK

The forecast which we made at the end of last gearsioned the concrete potential for rapid growtih in the
medical and industrial sectors thanks to sheetlmatting in Europe and, above all, China, andrdpd expansion of
sales of laser systems for aesthetic and medigdicagions in the United States, while for the othgplicative we
expected a consolidation of the competitive pasgtiand a slight growth in the volume of businedg rilliant start
of the year seemed to confirm these forecasts.

The explosion of the Covid 19 virus and its conseges on the economic activity first in China dmehtin Italy, and
the rest of the world, make it very complicateddomulate any forecasts related to the financiaults of the Group
and for this reason we prefer to postpone any &mtsto a time when the entity and the duratioth@fpandemic have
become more evident and the impact of the effdfo®owid 19 on our activities.

We must expect a period in which the entire woddnsrio is uncertain and, for this reason, the feaxtmonths may
turn out to be particularly difficult from an ecan& point of view: we must be prepared for otheersrios and
recurrences and, in any case be ready to adoptuate@nd opportune measures although we know twat t
capitalization level of the Company and of the Gramd the net financial position are such thata@hort term basis,
the financial and economic equilibrium will not bempromised, even if there is a significant reductn sales volume
with the same overhead for which, considering tkigaerdinary measures of an economic and finanwialire that
many governments are taking in order to sustainctimapanies in these unusual circumstances, thepdspun any
case, able to diminish the incidence.

For the Board of Directors
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"21098, declare:
- the conformity in relation to the characteristiéshee company and
- the actual application of the administrative andoamting procedures used in drawing up the separate
financial statement, during 2019.
2. No significant aspect emerged concerning thee@bo
3. We also declare that:
3.1 the separate financial statement dated Deae®18&019:
a) is drawn up in conformity with the applicable imational accounting standards recognized by theaan
Union in conformity with Regulation (CE) n. 16060 of the European Parliament and the Commission, i
July 19" 2002;
b) corresponds to the figures in the ledgers and atoapbooks;
C) is suitable to supply a true and correct represientaof the capital, economic and financial sitaatiof the
issuer and of the other companies included in ¢bo@es of consolidation.

3.2 the Management Report contains a reliabléysiseof the trends and results of the activitynaedl as the situation
of the issuing company and the group of compamelsided in the area of consolidation, together itthescription of
the principal risks and uncertainties to which they exposed:

Calenzano, March 132020

Managing Director Executive  officer responsible for the
preparation of the financial statements

Ing. Andrea Cangioli Dott. Enrico Romagnoli
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INDEPENDENT AUDITOR’S REPORT
PURSUANT TO ARTICLE 14 OF LEGISLATIVE DECREE No. 39 OF JANUARY 27, 2010
AND ARTICLE 10 OF THE EU REGULATION 537/2014

To the Shareholders of
EL.EN. S.p.A.

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
Opinion

We have audited the consolidated financial statements of EL.EN. S.p.A. and its subsidiaries (the Group),
which comprise the consolidated statement of financial position as at December 31, 2019, and the
consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at December 31, 2019, and of its consolidated financial
performance and its consolidated 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 no. 38/05.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA Italia). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of
the Consolidated Financial Statements section of our report. We are independent of EL.EN. S.p.A. (the
“Company”) in accordance with the ethical requirements applicable under Italian law to the audit of the
financial statements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

Estimate of inventory provision

Description of key The closing inventories of the El.En. Group as at December 31, 2019 are Euro

audit matters 97,037 thousand, net of a provision for inventory writedowns of Euro 12,971
thousand which, as explained in Note 5 to the financial statements, was
estimated to align the value of the inventories to their net realizable value,
taking into account obsolete and slow-moving inventories.
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The valuation process for the provision is complex, and is based on
assumptions regarding possible excess inventories with respect to their future
use, and additional conditions that could cause the carrying amount to exceed
the realizable value. The valuations are based on estimates influenced by future
expectations referring primarily to the disposal rate of articles in stock and by
market conditions.

Given the significant amount of inventories recognized in the financial
statements and the uncertainties relating to the valuation process, we consider
the valuation of the inventory provision to be a key audit matter.

Audit procedures Our audit included the following procedures, among others:

performed obtaining an understanding of the significant controls put into place by the
El.LEn. Group to detect and monitor obsolete and/or slow-moving inventories
and to estimate the inventory provision;

examining the appropriateness of the methods adopted by Management for
the estimate as per the applicable accounting principles;

analyzing the assumptions used by Management to estimate the provision;
verifying, on a random sample basis, the accuracy and completeness of the
information used for the estimate;

analyzing the reasonableness of the main assumptions adopted for the
estimate by Management regarding the parameters for future use of the
inventories and the net realizable value;

processing and analyzing the data to develop an accurate, independent
estimate in order to assess whether the estimate made by Management is
reasonable.

Responsibilities of the Directors and the Board of Statutory Auditors for the Consolidated
Financial Statements

The Directors are responsible for the preparation of consolidated financial statements that give a true and
fair view 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 no. 38/05,
and, within the terms established by law, for such internal control as the Directors determine is necessary to
enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, the Directors are responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless they have identified the existence of the conditions for the
liquidation of the Company or the termination of the business or have no realistic alternatives to such
choices.

The Board of Statutory Auditors is responsible for overseeing, within the terms established by law, the
Group's financial reporting process.
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with International Standards on Auditing (ISA Italia) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with International Standards on Auditing (ISA Italia), we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Directors.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to continue as a
going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance, identified at an appropriate level as required by ISA
Italia, regarding, among other matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence applicable in Italy, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditors’ report.

Other information communicated pursuant to art. 10 of the EU Regulation 537/2014

The Shareholders' Meeting of EL.EN. S.p.A. has appointed us on May 15, 2012 as auditors of the Company
for the years from December 31, 2012 to December 31, 2020.

We declare that we have not provided prohibited non-audit services referred to in art. 5 (1) of EU Regulation
537/2014 and that we have remained independent of the Company in conducting the audit.

We confirm that the opinion on the financial statements expressed in this report is consistent with the
additional report to the Board of Statutory Auditors, in its role of Audit Committee, referred to in art. 11 of
the said Regulation.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Opinion pursuant to art. 14 paragraph 2 (e) of Legislative Decree 39/10 and art. 123-bis,
paragraph 4, of Legislative Decree 58/98

The Directors of EL.EN. S.p.A. are responsible for the preparation of the report on operations and the report
on corporate governance and the ownership structure of EL.EN. Group as at December 31, 2019 including its
consistency with the related consolidated financial statements and its compliance with the law.

We have carried out the procedures set forth in the Auditing Standard (SA Italia) n. 720B in order to express
an opinion on the consistency of the report on operations and some specific information contained in the
report on corporate governance and the ownership structure set forth in art. 123-bis, n. 4 of Legislative
Decree 58/98, with the consolidated financial statements of EL.EN Group as at December 31, 2019 and on its
compliance with the law, as well as to make a statement about any material misstatement.

In our opinion, the above-mentioned report on operations and some specific information contained in the
report on corporate governance and the ownership structure are consistent with the consolidated financial
statements of EL.EN. Group as at December 31, 2019 and are prepared in accordance with the law.

With reference to the statement referred to in art. 14, paragraph 2 (e), of Legislative Decree 39/10, made on
the basis of the knowledge and understanding of the Group and of the related context acquired during the

audit, we have nothing to report.

Statement pursuant to art. 4 of the Consob Regulation for the implementation of Legislative
Decree 30 December 2016, no. 54

The Directors of EL.EN. S.p.A. are responsible for the preparation of the non-financial statement pursuant to
Legislative Decree 30 December 2016, no. 254.

We verified the approval by the Directors of the non-financial statement.
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Pursuant to art. 3, paragraph 10 of Legislative Decree 30 December 2016, no. 254, this statement is subject
of a separate attestation issued by us.

DELOITTE & TOUCHE S.p.A.
Signed by
Neri Bandini

Partner

Florence, Italy
May 14, 2020

This report has been translated into the English language solely for the convenience of international readers
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Report of the Board of Statutory Auditors to the Skareholders’ Meeting on the consolidated
financial statement as of December 312019.

To the shareholders of the Parent Company EI.FnAS.
Consolidated financial statement as of December 32019.

In compliance with Legislative Decree 58/1998 antd3. n. 39/2010, the legal auditing of the cordattd financial
statement has been assigned to the independetdrauchiarged with the legal auditing of the finahstatement of the
Parent Company EIL.LEn. S.p.A.

The Board of Statutory Auditors conducted its sujsing activity on the financial statement as otBmber 31 2019
and on the Management Report for 2019 (related talshe consolidated financial statement) in coampie with 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 art. 154bitgs n.58/1998.

The consolidated financial statement was submittedauditing to Deloitte & Touche S.p.A., which egpsed an
opinion without criticism and declared that it wadrue and correct representation of the finansitiation, as of
December 31 2019, of the economic results and the cash flowttie year in conformity with the International
Financial Reporting Standards used by the Europsann as well as the regulations issued in impldaatén of art, 9
of Legislative Decree 38/05.

The financial statement is in conformity with thegulations which govern the criteria used for drapit up and is
presented with clarity and represents in a truecamcect way the economic and financial situatibe, economic results
and the cash flow of the EI.En. Group.

The Board of Statutory Auditors examined the finahreports of the companies included in the areeoasolidation
that had been examined by the respective contgoltindies and by the Independent auditors when tmeral
procedures were implemented during the auditing@lod the consolidated financial statement.

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 Auditors considers that the internalcpdures adopted by the Parent Company in ordeortgly with
art. 15 of the Market Regulations which was adoptéti resolution 20249 on December™28017 (in place of the
preceding art. 36 Market Regulations adopted witte \no. 16191 in 2007) in relation to the reguladiconcerning the
conditions for quotation of companies controllir@gmpanies that have been founded or that are reguéatcording to
the laws of countries that do not belong to theoean Union and are of significant importance m tbnsolidated
financial statement, are 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 Januaity2005 the EI.En.
Group, in fact, adopted the International AccoumtPrinciples (IAS/IFRS) issued by the Internatiodaicounting
Standards Board (IASB) and approved by the Euro@zanmission.
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The Management Report is consistent with the dathrasults of the consolidated financial statenzamd supplies
ample information on the economic and financialifpms of the Group.

In the Management Report and the Explanatory Noftelse Consolidated Financial Statement, the admatiors have
supplied sufficient information concerning the siigant events that have affected the EI.E, Grouprg) 2019 and
early 2020, including the considerations regardiregeffects of the spread of the Covid-19 pandemitthe difficulties
in predicting the trends in the financial resulfstee Group in the near future. These same admaiss have stated
that the level of capitalization of the Group ahd het financial position are of an entity sucticasot compromise the
short-term economic and financial equilibrium ewerthe case of a significant reduction in salesingd with the same
overhead for which, in consideration of the extdamary measures of an economic and financial natdrieh the
different governments are adopting in order toansthe companies in these exceptional circumstrtbe Group is
able to intervene in order to reduce their incigenc

With regard to the proposal for the distributioraadividend voted by the Board of Directors ondhage of the approval
of the financials, the Board of Auditors reportsattihe consolidated financial statement was notdifieal after the
resolution taken by the Board of Directors on Agdl® 2020 which suspended the distribution of the dimid, but the
effect of this failure to update the document i significant either alone or for the overall coldated financial
statement.

Supervision of the observance of the Legislative Deee, 30" December 2016 n. 254 —
Consolidated Non-financial Statement.

In compliance with art. 3 sub-section 7 of LegisatDecree. 254/2016, art. 2403 c.c. and art. 14%,Tthe Board of
Auditors has supervised the observance of the adignk established by this decree regarding thesrcbncerning the
Consolidated Non-Financial Statement (NFS) whick been compiled by the Company in relation to temanies
belonging to the industrial Group constituted byERl and by its subsidiaries.

The Board of Auditors therefore has supervisedatthequacy of the procedure, the processes andrtlwusé which
govern the production, reporting, measuring andesgntation of the results and information of a-fioancial nature
as well as the adequacy of the organizational, midiritive and reporting and controlling organiaatset up by the
Company for the purpose of providing a correct aothplete representation in the NFS of the actwitid the
Company, its results and its impact in relationntm-financial topics described in art. 3, sub-secti, of D.Lgs.
254/2016.

The NFS has been drawn up in conformity with th&I'Gustainability Reporting Standards” publishedtsy Global

Reporting Initiative (GRI), which constitute a mabdeat is universally accepted for reporting theorsamic,

environmental and social performance of an orgdioizaaccording to the “core” option, i.e., usinglicators that are
universally applicable and considered importantfioist organizations.

In relation to the paragraph of the Non-financtatesment concerning “the economic value generateddéstributed to
the stakeholders”, the Board of Auditors pointed that after the approval of the NFS, on April"2dhe Board of
Directors, as a cautionary step despite the adedena| of capitalization of the Group, voted teend the distribution
of the dividend which had been previously approsedviarch 18 2020 and to propose to the shareholders’ meeting t
assign all of the net income for 2019 to an exttam@ry reserve.

The Independent Auditor Deloitte & Touche S.p.Aashissued its own report on the consolidated nuamfiial

statement in compliance with art. 3, C.10, D.Ld$4/2016 and art. 5 Consob Regulations n. 2026 7candluded that
they are unaware of any elements in the NFS oGiteaip that are not in conformity with the GRI stardk.
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Conclusions

The Board of Auditors, in relation to this task,sheaken note of the results of the supervisioncesfit by the
Independent Auditors and believes that the Conatil Financial Statement of the EI.En. Group has lolgawn up in
conformity with the regulations that govern it; yhieirther believe that the consolidated non-finahstatement drawn
up for the financial year 2019 gives adequate mfdion concerning the annual results in terms ctasnability

performance achieved this year by the company gt Isubsidiaries.

Florence, May 1% 2020
Board of Auditors
Dott. Vincenzo Pilla, president of the Board of Atocs.

Dott. Paolo Caselli, acting auditor
Dott.ssa Rita Pelagotti, acting auditor

171



EL.EN. SpA
SEPARATE FINANCIAL STATEMENT
AS OF DECEMBER 312019

ACCOUNTING CHARTS AND NOTES
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Statement of financial position

Assets Note 31/12/2019 31/12/2018
Intangible assets 1 428.146 267.146
Tangible assets 2 17.495.979 15.852.213
Equity investments

- in subsidiary companies 16.028.680 15.833.989

- in associated companies 819.379 809.457

- other 1.024.498 1.024.498

Total Equity investments 17.872.557 17.667.944
Deferred tax assets 4 2.290.184 2.226.387
Other non-current assets 4 21.952.114 12.259.994
Total non current assets 60.038.980 48.273.684
Inventories 5 25.377.629 24.509.573
Accounts receivable 6

- third parties 7.269.124 5.609.392

- subsidiary companies 25.798.187 34.463.726

- associated companies 684.941 642.472

Total Accounts receivable 33.752.252 40.715.590
Tax receivables 7 3.903.199 4.140.432
Other receivables 7

- third parties 698.476 485.634

- subsidiary companies 7.107.523 7.065.903

- associated companies 61.565 61.565

Total Other receivables 7.867.564 7.613.102
Securities and other current financial assets 2.126.791 1.951.235
Cash and cash equivalents 29.449.845 26.194.767
Total current assets 102.477.280 105.124.699
Total Assets 162.516.260 153.398.383
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Liabilities Note 31/12/2019 31/12/2018

Share capital 10 2.537.965 2.508.671
Additional paid in capital 11 41.430.624 38.593.618
Other reserves 12 87.801.601 92.033.747
Treasury stock 13 - -
Retained earnings / (accumulated deficit) 14 (984.283) (984.283)
Net income / (loss) 5.833.175 2.814.039
Total shareholders' equity 136.619.082 134.965.792
Severance indemnity 15 853.700 851.830
Deferred tax liabilities 16 329.257 410.337
Other accruals 17 1.402.769 1.224.121
Financial debts and liabilities 18

- third parties 573.179 488.285

Total Financial debts and liabilities 573.179 488.285
Total non current liabilities 3.158.905 2.974.573
Financial liabilities 19

- third parties 4.317.848 4.474

- associated companies - 276.608

Total Financial liabilities 4.317.848 281.082
Accounts payable 20

- third parties 11.603.263 9.752.407

- subsidiary companies 1.093.885 800.205

- associated companies 18.000 -

Total Accounts payable 12.715.148 10.552.612
Income tax payables 21 24.741 -
Other current payables 21

- third parties 5.668.856 4.473.622

- subsidiary companies 11.680 150.702

Total Other current payables 5.680.536 4.624.324
Total current liabilities 22.738.273 15.458.018
Total Liabilities and Shareholders' equity $2.516.260 153.398.383
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Income Statement

Income Statement

Note

31/12/2019

31/12/2018

Revenues

- third parties

- subsidiary companies

- associated companies

Total Revenues

Other revenues and income

- third parties

- subsidiary companies

- associated companies

Total Other revenues and income

22

23

24.232.455
42.524.079
980.664

283.077
599.021
20.192

67.737.198

2.280

22.677.406
38.588.594
871.219

345.969
592.388
16.251

62.137.219

954.608

Revenues and income from operating activity

68.639.488

63.091.827

Purchase of raw materials

- third parties

- subsidiary companies

Total Purchase of raw materials

Changes in inventory of finished goods
Change in inventory of raw material

Direct services

- third parties

- subsidiary companies

Total Direct services

Other operating services and charges

- third parties

- subsidiary companies

- associated companies

Total Other operating services and charges
Staff cost

Depreciation, amortization and other accruals

24

25

25

26
27

31.536.507
1.180.640

10.058.648
53.519

7.381.711
138.624
18.000

32.717.147
(388.902)
(815.478)

10.112.167

7.538.335
16.247.058
1.572.595

35.621.405
1.115.702

4.990.831
41.606

6.948.426
129.375

36.737.107
(2.594.113)
(782.618)

5.032.437

7.077.801
15.759.709
1.378.611

EBIT

1.656.566

482.893

Financial charges

- third parties

- subsidiary companies
Total Financial charges
Financial income

- third parties

- subsidiary companies

- associated companies
Total Financial income
Exchange gain (loss)

Other non operating charges
Other non operating income

28

28

28
29
29

(17.745)
(34.432)

595.548
3.437.981
300

(52.177)

4.033.829
259.649
(651.260)

(96.991)
116.318

571.965
2.391.381
300

19.327

2.963.646
584.170
(799.359)

Income (loss) before taxes

5.246.607

3.250.677

Income taxes

30

(586.568)

436.638

Income (loss) for the financial period

5.833.175

2.814.039
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Statement of comprehensive income

31/12/2019  31/12/2018
Reported net (loss) income 5.833.175 2.814.039
Other income/(loss) that will not be entered inime statement net of fiscal effects:
Measurement of defined-benefit plans (38.394) 20.183
Total other income/(loss), net of fiscal effectB} ( (38.394) 20.183
Total comprehensive (loss) income 5.794.781 2.834.222
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Cash flow statement

Cash flow statement Note 31/12/19 related 31/12/18 related
parties parties

Operating activity

Income (loss) for the financial period 5.833.17§ 2.814.03%

Amortizations and depreciations 27 1.582.415 1.303.375

Gain/Loss on financial investments and equity itwesits 29 0 0

Write-downs for impairment losses 29 478.89 478.890 156.067 156.067

Stock Option 507.618 638.428

Severance indemnity 15 (48.648) (10.224)

Provisions for risks and charges 17 178.649 646.076

Bad debt reserve 6 (47.356) 83.999 158.321 157.192

Deferred income tax assets 4 (51.672) 299.339

Deferred income tax liabilities 16 (81.080) (65.637)

Inventories 5 (868.055) (3.094.127)

Accounts receivable 6 7.010.692 8.539.070 (4.322.272) (6.405.735)

Tax receivables 7 237.233 (130.927)

Other receivables 7 (509.693) (305.250) 1.340.913 983.494

Accounts payable 20 2.162.536 311.679 (2.824.372)  (100.355)

Income tax payables 21 24.741 0

Other payables 21 1.056.214 (139.022) 302.052 128.650

Cash flow generated by operating activity 17.46659 (2.788.949)

Investment activity

Tangible assets 2 (2.428.322) (3.709.016)

Intangible assets 1 (423.315) (251.209)

Equity investments, securities and other finanasslets 3-4-8 (847.597) (479.922) (537.210)  (421.053)

Financial receivables 7 (9.244.773)(9.236.371) (2.454.398) (2.521.572)

Cash flow generated by investment activity (1242.007) (6.951.833)

Financing activity

Non current financial liabilities 18 (117.692) 0

Current financial liabilities 19 3.703.807 (276.608) 281.083 276.608

Capital increases 10 2.866.299 0

Dividends paid 31 (7.718.989) (7.718.989)

Cash flow generated by financing activity (1.26674) (7.437.906)

Increase/(decrease) in cash and cash equivalents 3.955.078 (17.178.688)

Cash and cash equivalents at the beginning of the&ncial period 26.194.767 43.373.455

Cash and cash equivalents at the end of the finatiperiod 29.449.845 26.194.767

All of the cash and cash equivalents consist dfi cashand and balance in the checking accountsedbanks.
Interest earned during this financial period amsutat 583 thousand Euros, of which 163 thousand €£fimmm

subsidiary companies.

Income taxes for this financial year were 775 tlamasEuros.
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Changes in the Shareholders’ equity

3

Total shareholders' equity 31/12/2017 '\;‘ﬁgg‘eﬁme d?é‘t’r'i‘:ir;gg mo(\)/tehrﬁ;ms Ciﬂ?fﬁhﬁﬂi'sv)e 31/12/2018
Share capital 2.508.671 2.508.671
Additional paid in capital 38.593.618 38.593.61
Legal reserve 537.302 537.302
Treasury stock

Other reserves:

Extraordinary reserve 95.059.8f1 41.146 -7.718.989 87.382.029
Special reserve for grants received 426.657 426.657
Other reserves 2.804.914 862.662 20.183 3.687.759
Retained earnings / (accumulated deficit) -984.283 -984.283
Net income / (loss) 41.146 -41.146 2.814.039 2.814.039
Total shareholders' equity 138.987.896 -7.718.989 862.662 2.834.2220  134.965.7972
Total shareholders' equity 311212018 lotinoome d'?s"t’r'%irt‘gj moc\’/tehrﬁ;ms Clﬂ?g’r:%hggz's‘;e 31/12/2019
Share capital 2.508.671 29.294 2.537.965
Additional paid in capital 38.593.618 2.837.006 41.430.624
Legal reserve 537.302 537.302
Treasury stock

Other reserves:

Extraordinary reserve 87.382.0R9 -4.904.950 82.477.079
Special reserve for grants received 426.657 426.657
Other reserves 3.687.759 711.198 -38.394 4.360.563
Retained earnings / (accumulated defigit) -984.283 2.814.039 -2.814.039 -984.283
Net income / (loss) 2.814.039 -2.814.039 5.833.175 5.833.175
Total shareholders' equity 134.965.797 -7.718.989 3.577.498 5.794.781 136.619.087
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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 Mitich is managed by Borsa Italiana SpA.

The EL.En. Financial Statement was examined andbapg by the Board of Directors on MarcH"12020.

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 financial statement for 2019 which represemésseparate financial statement of EI.En. S.p.Alrésvn 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 2019 and 2018. The financial informat@nthe other
hand refer to the situations on Decembet 3119 and December 32018.

COMPLIANCE WITH INTERNATIONAL ACCOUNTING STANDARDS

The financial statement as of Decembet 2019 has been formulated using the Internatioralonting Standards
(IFRS) issued by the International Accounting StaddBoard (IASB) and approved by the European Uriieeiuding
all of the international standards which are subjednterpretation (International Accounting Stards - IAS) 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 fimiancial statement are in compliance with the acting standards
used for drawing up the financial statement on Dewer 3%' 2018 with the exception of the new principles #makse

revised by the International Accounting Standardam8 and the interpretations of the Internationahfcial Reporting
Interpretations Committee as described in the dateted financial statement for the EIl.LEn. Groupthe specific

chapter titled “Accounting standards and evaluatioiteria applied starting on January 2019” which should be
consulted for further details.

USE OF ESTIMATES

In applying the IFRS, the drawing up of the Sema@nancial Statement requires estimates and assumspo 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
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enter the provisions for risks on receivables,dbsolescence of stocks, amortization and depreniatievaluation of
assets, stock options, employee benefits, taxeso#met provisions and funds. The estimates andngsons are
periodically reviewed and the effects of any vaoiatare reflected in the Income statement.

The estimates that were made did not consider nicertainties generated by the spread of the Corwna which we

have described in the paragraph titled “Significaments which occurred after Decembef 2019” contained in the
Management Report because these factors of ingydidive been considered events which do not corquorections

in the amounts shown in the statements in compdiavith IAS 10 § 21. At the present day, the admiatsrs do not
have enough information to estimate the effecthisfphenomenon on the amounts shown in the fiahreports.

The amounts which, for their very nature, requirgreater use of estimates by the administratorsfandvhich a

change in the conditions underlying the assumptisexl may have an impact on the consolidated fiars@tement
are:

» Bad debt reserve; this fund represents the lstish&tion of the management on the potential loshé portfolio of
receivables from clients. The estimate is basedxpected losses on similar receivables in the pasthe trend of past
due receivables, on the evaluation of the qualitythe receivable and the outlook for the economid anarket
conditions; the estimate made by the administratthough it is based on past data and marketittonsl, may be
subject to change in the competitive or marketmvhent in which the Group operates.

* Inventory obsolescence fund; the inventory of ramterials and finished products with slow rotatésa periodically
analyzed on the basis of the related data in tisé grad the possibility of selling them at a loweic@ than would be
normal for market transactions. If, from this arsédy it appears necessary to reduce the valueeahttentory, a special
devaluation fund is created; as with the bad dektnve, the determining of the Inventory obsoleseefund is
calculated on the basis of past data and marketr&tion, and any changes which may have occurrdédei market
scenario and the trends may significantly modify ¢hiteria used for determining the underlyingraaties.

* Leases: the determination of right of use whialesges from leasing contracts, and the relativenfiral liabilities,
represents a significant estimate on the partefitnagement. In particular, a high level of judghig used to set the
lease term and for the calculation of the incremehbrrowing rate. The determination of the leasent bears in
consideration the expiration of the contract whieds been underwritten as well as any renewal clawsdeéch the
Group believes are reasonably certain to be applied incremental borrowing rate is created comsidethe typology
of the asset which is the subject of the leasingreet, the jurisdiction in which this object isqgamired and the currency
that is used in the contract. Any changes in theketascenario and trends may require a review efdlements
described.

» Equities: the procedure for determining the recable value of the equities in the case that tine elements
concerning the loss of value, implicates, in thingste of the value of the equity, hypotheses migarthe outlook for
the cash flow expected from the cash generatintg (6iGU) identified, with reference to the plans tlee next three-
year period, the determination of an appropriateaization rate (WACC) and long-term growth rateréte). Any
changes in the market scenario and trends mayreeguieview of the elements described.

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 headifge.company has chosen to maintain historical, catier than fair
value, as the measurement criteria for intangilxedfassets. In the case in which, independentih@famortization
already entered, there should be a loss of vahgefixed asset is correspondingly devalued; ikubsequent financial
years the reasons for the devaluation should deaesdst, 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 technicalsgaility or intention to complete the asset sdcamake it available
for use or sale exists; 2) where there is a capémitthe company to use or sell the asset; 3ttistence of a market
for the products and services deriving from theeassr of utility for internal purposes; 4) the laliof 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 thev&lepment process. Research costs are entereckimntdome
statement in the financial year in which they a@uired. The Other Intangible Fixed Assets witimaef useful life are
assessed at purchase or production cost and aetbdiza constant rate during their estimated usiéul
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Goodwill and other activities which have an indiérife 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 entirdgreghin the Income Statement. Maintenance costanof
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 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 future flows of funds arisabunted using a pre-tax discount rate which c&flehe current
market value of the money rate referred to thestment period and specific risks of the business.abusiness not
generating highly independent flows of funds, thehing-in value is determined in relation to thehcgenerating unit
which the said business belongs to. A loss of vauentered in the Income statement wherever theeventered for
the asset or the relative cash generating unitiwihis allocated to, is higher than the presuneshing-in value. Value
losses are readjusted wherever the causes whiehgeaerated them cease to 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 available for sale (IFRS 5) must bred into accounts at cost or in conformity WiRS 9. In the
separate financial statement of EI.En. SpA the cotdria has been used.

Since the necessary conditions exist, a consotdaiancial statement 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 fair value. The assumption fds #valuation is that “fair value” can be estimatethibly. When the
fair value cannot be reliably estimated, te investtis evaluated at cost.
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Accounts receivable

The receivables are entered into accounts initetfgir value which corresponds to the nominal value and, lakey
are evaluated at the amortized cost and reducdbeircase of loss of value. Moreover, they are &eljuso their
presumed cashing-in value by entering them in aiapeectified fund.

The receivables that are in a currency that inediffit from that used for the financial statemeet emtered at the
exchange rate that is valid on the day of the djmerand, later, converted to the rate of the enth@year. The gain or
loss derived from the conversion is entered initkkeme statement.

Other financial assets

Financial assets are added and removed from tladial 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 tdwddd 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 unile 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 &ithigh level of
availability which can be easily converted intotcas a negligible risk of varying in value.

Treasury stock
Treasury stock is entered against shareholderstyedNo profit/loss is shown in the Income statemrien the purchase,
sale, issue or cancellation of treasury stock.

Accounts payable
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 evaluaiof the current value of the hedging instrumaet shown in the
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 shimwthe income statement.

Cash flow hedgdf an instrument is designated as a cash flowgheahainst the variations in the cash flow of aets
or a liability entered into accounts or a planngeration that is highly likely to take place andiethcould have an

effect on the income statement, the effective portf the profits or losses is shown in the shddehe’ 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 redorthe profit and loss associated with a hedgeitbrthat part of

the hedge that has become ineffective are immeyiateered into the income statement. If a hedgistrument or a

hedging relation are closed but the operation ihdteing hedged has not yet been concluded, thitspemd losses

accumulated and up to that time entered in theelodders’ equity, are registered in the incomeestaeint as soon as
the operation is concluded. If the operation bdirdged is no longer considered likely to take pléloe 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 thie variations must be entered in the incomestant.

G) INVENTORY

Stocks of raw materials and finished products aeguated at the cost or market value; the costeierthined 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 refererceht average
weighted cost.

H) RETIREMENT FUNDSAND 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 Decembdt 2006 (egge Finanziaria2007) and later decrees and
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 theafes demographic and financial nature so as toengakeasonable
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 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 df the
employees when their net value not entered atrtdeoé the preceding year exceeded the value oliabdity by 10%
(so-called corridor method).

In compliance with the transition rules stipulatad IAS 19 in paragraph 173, the Group appliedaimendment to IAS
19 starting on January'12013 retroactively, re-determining the amountgheffinancial position shown on Januafy 1
2012 and December 312012, as though the amendment had always bediecpp

For defined contribution plans the company paysatstribution to a public or private pension funa an obligatory,
contractual or voluntary basis. Once the contiing have been paid, the company has no furtheégaildns. The
contributions they have paid are entered into titeme Statement when owed.

STOCKOPTIONPLANS

The costs of the work performed by the employeespaid for through stock option plans is determinadhe basis of
the fair value of the options granted to the empésyat the date of assignment.

In comparison to other standard models, the stqatiom plan approved by ELLEn. S.p.A. may be consideas an
“exotic” option since the right to pick up the aptican be exercised only after the vesting perfmiraay occur at any
time during the exercise period

The plan that is used at EI.En. is, in concept amaple to two distinct options which could be defims American
forward start. The fair value of an American forward staftoption can be obtained by combining a neutrak ris
approach to determine the value of the stock erplezt the beginning of the exercise period andnafrds, by using a
model of thebinomial treetype to exploit the American type option.

In order to evaluate it an estimate of the volagtitif the stock must be made, as well as the ris&-interest rate and the
expected dividend rate of the stock.

In compliance with the regulations described in thternational Accounting Standard IFRS2, all thgniicant
parameters of the model have been followed obsgrihie conditions of the financial markets and ttesnd of the
El.En. stock on the date that the option rightsenassigned.

I) PROVISIONS FOR LIABILITIES AND CONTINGENCIES

The Company has shown the provisions for futurdiogancies wherever, in the face of a legal or iaipbbligation
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 whick tariation takes place.

L) REVENUE RECOGNITION

Revenue derived from contracts with clients arega&zed in the income statement for an amount ribfécts the
corresponding amount to which the entity expecthawee the right in exchange for the control of therchandise or
services to the client. The revenue is enteredantmunts net of returns, discounts, rebates aed @irectly associated
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with the product or with the service performed. Blates are recognized at fair value of the amaadived for the sale
of the product and services at the following canda:

« the substantial transfer of the risks and bemefinnected with the property actually takes place;

« the amount of the revenue is determined in abédi manner.

« it is probable that the economic benefits derifrech the sale be taken advantage of by the company

» the costs sustained or that will be sustainedlatermined in a reliable manner.

Financial income and charges are registered obdbes of the interest that has matured on the alae\of the relative
financial assets and liabilities using the actosdriest rate.

Dividends from equities are entered into accouot®raling to the cash basis.

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 yatie bodies are entereghen 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 creditedhie Income 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#lities and are
credited to the Income statement in relation topweod of depreciation of the assets they refer to

Grants in operating account are shown entirelyhin Income Statement at the moment in which the itiond for
entering them are satisfied.

O) LEASES

Leasing contracts are entered into accounts aa@ptdilFRS 16 which identifies the standards faording them, the
measuring, the presentation and the informatiodeasing contracts and requires the lessor to ailtehe leasing
contracts in the statement on the basis of a sagteunting model similar to that used for the riicial leases which
were regulated by IAS 17. The Company has madeiuseo of the exemptions provided by the standatdted to the
“low value assets” and short-term leasing contréotsexample, those having a duration of 12 mowthiess).

For the contracts in which the Company is the kesea the date of the beginning of the leasingreahta liability is
recognized for the payment of the rent establishedtie leasing contract and an asset which represiea right of use
of the underlying asset for the duration of thetrant (the right of use). The Company records s&phyr the costs for
the interests on the leasing liability and the defation of the right of use of the asset. The Camypalso proceeds
with the remeasurement of the leasing liability wisertain events occur (for example, a changedrctmditions of the
leasing contract, a change in the future paymeftiseolease caused by a variation in a rate oused for determining
those payments). In these cases, the amount eétheasurement of the liability for leasing is usuedcognized as a
rectification of the right of use of the asset.

P) TAXES

Current income taxes for the financial year havenbentered according to the aliquots and regulatmnrently in
force on the basis of a realistic estimate of téx@hbcome for the period. The fiscal debts for thémxes are entered
among the tax debts net of any down payments.

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 théyp&ilecovered, in other words, when it appeaedyikhat the entity of
the taxable amount in the future will be sufficiémtrecover the assets. The possibility of recupagahe deferred tax
assets is re-examined at the closing of each finbyear.

Kkkkkkkkkhkkkk
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ACCOUNTING STANDARDS, AMENDMENTS AND IFRS INTERPRET ATIONS APPLIED SINCE
JANUARY 1% 2019

IFRS 16

On January 132016 the IASB published standd®RS 16 —Leaseswhich is supposed to replace IAS ll7easesas
well as interpretations IFRIC Betermining whether an Arrangement contains a Le&€-150perating Leases—
Incentivesand SIC-27Evaluating the Substance of Transactions InvoldrglLegal Form of a Lease

This standard supplies a new definition ofeaseand introduces a criteria based on tight of useof an asseto
distinguish leasing contracts from contracts far supplying of services and identifies as discrating factors of a
lease: the identification of the asset, the righteplace it, the right to obtain substantiallyalithe economic benefits
derived from the use of the asset and the rightrext the use of the object referred to in thetizm.

The standard sets a single model for the recognétiad evaluation of leasing contracts for the kesgieich includes the
entering of the asset which is named in the cofthacluding operative ones, among the assets thélcorresponding
sum in the financial debts. On the contrary, tlamdard does not include any significant modifiaagifor the lessor.

The standard has been applied since Jania2919.

The Company decided to apply the standard retréispbc however, entering the cumulative effectided from the
application of the standard in the shareholderstggun January %2019 (not modifying the comparative data for 2018)
in compliance with paragraphs IFRS 16 C7-C13.

In particular, the Company entered into accounts ftillowing items related to leasing contracts whltad been
previously classified as operative:

-a financial liability which was equal to the cumteralue of the future residual payments on the déthe transaction,
actualized using for each contract the incremeyaadowing rate applicable on the date of the tratisa;

- a right of use equal to the value of the finahli#bility on the date of the transaction, netaofy deferred income and
prepaid expenses referred to the lease and reggisieithe statement of financial position on theed# the closing of
the financials for this year.

The application of IFRS 16 on the date of the taatisn, January®12019, brought about the entry of rights of use for
0,3 million Euros and a financial liability of tlemme amount.

When applying IFRS 16, the Company made use ok#smption granted by paragraph IFRS 16:5(a) irticglao
short-term leaséor contracts with a duration of less than a year.

At the same time, they made use of the exemptiantgd by IFRS 16:5(b) concerning leasing contremtsvhich the
underlying asset is considered a low value a3$et contracts for which the exemption was appiédidnainly into the
following categories:

Computers, telephones, printers, small equipmethiedactronic devices.

For these contracts the introduction of IFRS 16raitcomport the recording of the financial liatyilof the leasing and
the right of use, but the leasing fees were entéretie income statement on a linear basis fordination of the
contract.

For the purpose of supplying assistance in the nstaleding of the impact caused by the first appbeaof the
standard, the chart below shows the reconciliabetween the future commitments related to leasiogtracts,
information for which was given in the same parpgraf the separate financial statement of EL.LE/A &y 2018 and
the impact derived from the adoption of IFRS 16January I 2019 (data expressed in thousands of Euros).
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January 1st 2019
Assets right of use

Industrial and commercial equipment 44
Motor vehicles 218
Plants & machinery 30
Right of use 292

Financial liabilities:

<1year 92
> 1 year 200
Total 292

Besides the information regarding the applicatién IERS16, as far as the accounting standards, aments and
interpretations applied mandatorily or voluntasharting on January12019 are concerned, please consult the relative
paragraphs in the Consolidated Notes: “IFRS Acdagnstandards, amendments and interpretationseappince
January T 2019.
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STOCK OPTION PLANS
ELLEn. S.p.A.

The chart below shows information related to theclstoption plan approved during 2016 by ELEn. &.pfor the
purpose of promoting employee incentive and loyalty

Max. expiration |Outstanding] Options Options Options Expired option |Outstanding| Exercisable| Exercise
date options issued cancelled exercised not exercised options options price

01/01/2019 { 01/01/2019 { 01/01/2019 { 01/01/2019 -
d
01/01/2018 31/12/2019| 31/12/2019| 31/12/2019| 31/12/2019 81/12/2019 - 31/12/2019

Plan 2016-2025 31-dic-25 800.000 225.338 574.667 174.662 €12,7p

This plan has two different tranches which havéediint vesting and exercise periods and consequisnlased on a
concept equivalent to two distinct options whichildobe defined asAmerican forward staft

The fair value of anAmerican forward staftoption can be obtained by combining a neutrdt epproach in order to
determine the expected value of the stock at e st the exercise periods and, later, using arbial tree type model
to exploit the American type option.

For the purpose determining the fair value, thiofaihg hypotheses have been formulated:
Risk free rate: 0,338492%
Historical volatility: 0,28489
Interval of time used to calculate the volatilityst year of trading.

The overalffair value of the stock options is 2.942.080 Euros.

During 2019 the average price registered for thErEIS.p.A. stock was about 20,4 Euros.

For the characteristics of the stock option plath e increase in capital that was approved folémpnting it, please
consult the description in Note (10) of this report
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Information on the Statement of financial positionAssets

Non-current assets
Intangible assets (note 1)

Breakdown of changes occurring in intangible fieasdets during the period is shown on the chartibelo

Revaluation Other

31/12/2018 Increase| Decrease / Depreciation | 31/12/2019
. movements
Devaluation

Development costs 165.786| 261.439 -184.407| 242.819
Patents and rights to use patents of others 20.00 -3.334 16.666
Concessions, licenses, trade marks and similatsrigh 38.934 78.375 23.525 -61.326 79.508
Other intangible assets 13.901 -13.248 653
Intangible assets under construction and advangegras 48.525| 35.300 4.675 88.500
Total 267.146| 395.114 28.20 -262.315]  428.146

Under the heading of “Development costs” we havered the costs sustained for the developmentwfpretotypes;
under the heading of “Concessions, licenses, tradesyand similar rights” we have entered the cesttained for the
acquisition of new software licenses; the headihfyrdangible assets under construction” is maiobmposed of the
costs of a new software now being implemented.
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Tangible fixed assets (note 2)

Breakdown of changes occurring in the tangibledigssets is shown on the chart below:

Cost 31/12/2018 |  Increase | (Disposalg)icvaluation/i Other | 415,419
Devaluation | movements
Lands and buildings 16.862.187 168.417 94.802 17.125.406
Plants & machinery 3.102.670 381.830 8.710 3.493.210
Industrial and commercial equipment 5.765.059  391.319 -81.008 52.327| 6.127.697
Other assets 2.614.295 352.615 -86.184 16.841 2.897.567
Tangible assets under construction and advanceegragmn 307.666| 1.170.727 -239.084 1.239.309
Total 28.651.877 2.464.908 -167.192 -66.404| 30.883.189
Lands and buildings right of use 37.618 37.618
Plants & machinery right of use 29.947 29.947
Industrial and commercial equipment right of use 21.340 43.701 65.041
Other assets right of use 181.511 221.42¢ 402.937|
Total 240.469 295.074 535.543
Total 28.651.87]  2.705.377 -167.192] 228.670 31.418.734
Accumulated depreciation 31/12/2018| Depreciations(Disposals) ITDevaluatipn/ Other 31/12/2019
evaluation | movements
Lands and buildings 3.904.956 420.536 4.325.492
Plants & machinery 2.151.602 180.164 1| 2.331.767
Industrial and commercial equipment 5.018.145  349.387 -80.442 -31.971f 5.255.719
Other assets 1.724.36] 227.189 -80.949 -3.651| 1.866.950
Tangible assets under construction and advancegrggin
Total 12.799.664 1.177.276 -161.391 -35.621| 13.779.928
Lands and buildings right of use 5.210 5.210
Plants & machinery right of use 13.310 13.310
Industrial and commercial equipment right of use 11.239 11.239
Other assets right of use 113.066 113.064
Total 142.825 142.825
Total 12.799.664  1.320.101 -161.391 -35.621] 13.922.753
_ Revaluat@on / Other
Net value 31/12/2018 Increase (Disposal ;)Devalugtlpn/ movements 31/12/2019
Depreciations
Lands and buildings 12.957.231 168.417 -420.536 94.802| 12.799.914
Plants & machinery 951.068 381.830 -180.164 8.709| 1.161.443
Industrial and commercial equipment 746.314  391.319 -566 -349.387| 84.298 871.978
Other assets 889.934 352.615 -5.235 -227.189 20.492| 1.030.617
Tangible assets under construction and advancegragin 307.666| 1.170.727 -239.084 1.239.309
Total 15.852.213 2.464.908 -5.801 -1.177.276 -30.783| 17.103.261
Lands and buildings right of use 37.618 -5.210 32.408
Plants & machinery right of use -13.310  29.947 16.637
Industrial and commercial equipment right of use 21.340 -11.239 43.701 53.802
Other assets right of use 181.511 -113.066 221.426 289.871
Total 240.469 -142.825 295.074 392.718
Total | 15852219 2705377  -5.801| -1.320.10] 264.291 17.495.979

The heading of “Lands and buildings” and the rekatight of use includes the real estate compléxianBaldanzese in
Calenzano (Florence) where the Company and itsdiabiss Deka M.E.L.A. S.r.l., Esthelogue S.r.lhaPmonia S.r.l.
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and Merit Due S.r.l. operate and the buildings ia Mante Alighieri also in Calenzano; the first vagjuired in 2008
and the second in 2014; the building located inrthmicipality of Torre Annunziata, acquired in 200®éich is used
for the activities of research, development andufasture of the subsidiary Lasit S.p.A.

The increase under the heading of “Other assetsélated in particular to the purchase of motorisles, light
constructions and electronic machinery.

The amounts entered under the heading of “Tangibkets under construction and advance paymentsihasgly
related to further improvements and remodelingrimgpess at the headquarters in Via Baldanzese eddte of this
report.

In the column of “Other movements” of the variowegories, we have registered the reclassificatiade to the
respective categories of right of use in complianitd what was stated in IAS 17 and the amount wex inserted in
the categories of right of use as a result of trst &pplication on January'122019 of IFRS 16. The effect of this
application amounted to about 0,3 million Euros.
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Equity investments (note 3)

Equities in subsidiary companies

Percentage . Share of .
Company name Headquarters held Book value Equity Result equity Difference
31/12/2019|  31/12/2014
Ot-Las S.r.l. g%',f)”za”" 96,65%| 2.678.888  7.874.376  1.416.960  7.610.584  4.931.696
Deka Mela S.r.I. (Clﬁ'Ae)”zano 85,00%| 1524198 14.678.53§  2.313.485 12.476.75§ 10.952.557
Esthelogue S.r.l. (Clﬁ",f)”zano 50,00% 288.677 17.507 -407.634) 8.754 -279.924)
Deka Sarl Lione (FRA) 100,00 0 -214.615 542214/  -214.615 -214.615
Torre
Lasit S.p.A. Annunziata 70,00%|  1.110.967  8.199.214  2.121.040  5739.450  4.628.483
(ITA)
Quanta System S.p.A. Milano (ITA) 100,00% 8.042.648 37.605.007 13.892.47§ 37.605.007 29.562.359
Asclepion GmbH Jena (GER) 50,00% 1.162.269 20.999.679  3.845.184 10.499.840  9.337.571
BRCT Inc. ?‘UegVA\)(‘"k 100,00%|  1.128.448 -77.869 -24.900 77.869]  -1.206.315
Deka Japan Co., Ltd Tokyo (JAP) 55,00%  42.586|  1.407.404 146.020, 774.072 731.486
Cutlite do Brasil Ltda Blumenau 98,27% 0| -1.331.827 -68.131| -1.308.78§  -1.308.786
(BRASIL)
Pharmonia S.r.l. ﬁ?'Ae)”Z""”O 100,00% 50.000 284.151 3.977 284.151 234.151
Total 16.028.680 89.441.562 22.688.312 73.397.347 57.368.663

It should be noted that for the subsidiaries Dekd &nd Cutlite do Brasil the Company has accruedsarve for
covering the losses of companies in which they hol@quity, as described in Note (17).

As of December 312019, the recoverable value related to the eduifysthelogue Srl was subjected to an impairment
test to verify the existence of any losses in vddyeeomparing the accounting value of the unit with value of use,
that is to say, the current value of the expectddré financial flows which we suppose will be ded from the
continued use and the ultimate disposal of the satrttee end of its useful life. The results of tieist are shown below.

Esthelogue Srt. the value of use was determined by the DiscouBsh Flow method (DCF) by actualizing the cash
flow contained in the economic-financial plan apg® by the administrative body of Esthelogue Srkiference to the
time span from 2020 to 2022. For the purpose oérddhing the value of use of the equity, we considethe cash
flow actualized in the forecast for these threeryealded to the terminal value assumed to be ¢guhé current value
of the perpetual income of the flow calculated pplsing to the sales volume of the last year oééast a growth rate
“g” amounting to 1.5% considering a margin equath® average for the three-year period for whigréhhad been an
explicit forecast.

The main hypothesis of the financial-economic plaad to make the impairment test is related tgtbeith rate of the
sales volume in the time period covered by the.pldme rates that were considered in order to foateuthe forecasts
used as part of the impairment test are consistightthe final data during 2019 and with the ouldor the market in
which they operate.

The hypotheses in question and the correspondigidial forecasts were considered by the admitiigtréody to be
suitable for the purposes of conducting the impairhtest and they approved the results.

The discount rate applied to the prospective chshsf(WACC) was 8,80%, including a cautionaxecution riskof
1%,; for the cash flows related to the years follogvihe period of explicit forecast we assume a-@nm growth rate
“g” of 1,5%.

The determination of the value of use on the bafsisese parameters allowed us to avoid makingradyction to the
value of the equity.

The values of use are lower than the book valu#s thve exception of the hypothesis formulated \sitfrowth rate “g”
of 0,5% and a WACC+1% of 9,80%.

In any case, it should be noted that the businkss and the cash flow used in the impairment teshat reflect the

possibility of changes related to the current matioand international scenario characterized bysihiead of the
Corona virus and the consequent restrictive measuhéch may be imposed by the authorities in varioauntries.
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This circumstance, which emerged in the first feanths of 2020, is extraordinary both in its natanel its extent, and
has had both direct and indirect repercussionfi@®tonomic activities; it has created a geneialaté of uncertainty,
the evolution and related effects of which canmotpbedicted and the potential effects of this phesmon cannot be
determined at this time and will be closely moretbduring the year.

For BRCT Inc. one must consider that this compaolgd equities evaluated at the cost which fair @alould be

much greater and more than enough to cover thetimegdifference between the book value and thetifsacof the
shareholders’ equity.

Equities in associated companies

Percentage . Share of .
Company name Headquarters held Book value Equity Result equity Difference
31/12/2019| 31/12/2019
Actis S.r.l. (*) Calenzano (ITA) 12,00% 1.240 355.212 -31.486 42.625 41.385
Elesta S.r.l. Calenzano (ITA 50,00% 543.939 2.341.343 551 1.170.672 626.733
Immobiliare Del.Co. S.r.l. ﬁ?f)'ate Olona 30,00% 274.200 41.719|  28.820 12516|  -261.684
Total 819.379 2.738.274 -2.115| 1.225.813 406.434

(*) Data as of December 32018

The data related to the associated company “ImiaodiDel.Co. S.r.l.”, show a difference between hechase price
and the corresponding quota of the shareholdengityegvhich is due to the greater value implicittime lands and
buildings that are owned, as emerged during thentaty re-evaluation of this real estate condutiethe associated
company in conformity with D.L. 185/08.

The chart below shows a summary of the data retattélte associated companies:

Total Assets| Total liabilities | Net income (Loss) Revenues and other incom¢ Charges and expenses
Actis Active Sensors Srl (*) 470.587| 115.375] -31.486 22.041 53.527
Elesta SpA 4.296.999 1.955.656 551 3.057.608 3.057.057
Immobiliare Del.Co. Srl 791.019 749.300] 28.820 188.496| 159.676
Equities
31/12/2018 M?h":g‘:r?éz of 31/12/2019
Equity investments Balance Other Balance
Cost Reval./(Deval. Changes| Reval./(Deval.) Reval./(Deval.) Cost
31/12/2018 movements| 31/12/2019

- in subsidiary companies
Deka Mela S.r.l. 1.499.791 1.499.751 24.447 1.524.198 1.524.198
Ot-Las S.r.l. 2.910.84y -309.746| 2.601.101 77.787 2.678.888 -309.746| 2.988.634
Esthelogue S.r.l. 1.854.3]0 -1.574.583 279.787 8.890 288.677 -1.574.583 1.863.26(
Deka Sarl 2.866.46B -2.866.468 478.890 -478.890 -3.345.358 3.345.358
Lasit S.p.A. 1.093.18y 1.093.187 17.780 1.110.967 1.110.967
Quanta System S.p.A. 8.012.8p7 8.012.867 29.781 8.042.648 8.042.648
BRCT Inc. 1.128.444 1.128.444 1.128.444 1.128.444
Asclepion GmbH 1.126.26p 1.126.265 36.004 1.162.269 1.162.269
Cutlite do Brasil Ltda 3.384.919  -3.384.919 -3.384.919 3.384.919
Deka Japan Co., Ltd 42.586 42.586 42.586 42.586
Pharmonia S.r.l. 50.000 50.000 50.000 50.000

Total 23.969.704 -8.135.716 15.833.989 673.579 -478.890 0] 16.028.680 -8.614.60¢ 24.643.285
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31/12/2018 Movements of 31/12/2019
the period
Equity investments Balance Other Balance
Cost Reval./(Deval. Changes| Reval./(Deval.) Reval./(Deval.)] Cost
31/12/2018 movements| 31/12/2019
- in associated companiep
Actis S.r.l. 1.240Q 1.240 1.240 1.240
Elesta S.r.l. 1.162.76b -628.747 534.018] 9.922 543.940 -628.747| 1.172.687
Immobiliare Del.Co. S.r.l. 274.240 274.200 274.200 274.200
Total 1.438.205 -628.747 809.457| 9.922 0 0 819.379 -628.747| 1.448.127)
31/12/2018 Movements of 31/12/2019
the period
Equity investments Cost Reval/(Deval Balance ch Reval /(Deval) Other Balance Reval/(Deval)| Cost
0s eval./(Deval. anges| Reval./(Deval. eval./(Deval. 0s
31/12/2018 g movements| 31/12/2019

- other
Concept Laser 19.000 19.000 19.000 19.000
Solutions GmbH ’ ’ ' '
Consorzio Energie 1.000 1.000 1.000 1.000
Firenze
CALEF 3.402 3.402 3.402 3.402
R&S 516 516 516 516
R.T.M. S.p.A. 364.68 -364.686 0 -364.686] 364.686)
Hunkeler.it S.r.l. 112.10p 112.100 112.100 112.100
EPICA 888.480) 888.480) 888.480) 888.480)
International Inc.

Total 1.389.184 -364.686| 1.024.498 1.024.498 -364.686| 1.389.184

The amount of “equities in other companies” is mhaidue to the equity held by “Epica Internatiomat” for an

amount of 888 thousand Euros. With reference tovidae of this equity the administrators decidedt thince the
equity instrument was not quoted on the regulatackets and, since there was a wide range of pessil@luations at
fair value related to various underwritings, thstaepresented the best estimate of the fair \ialtieis range and also
in consideration of the average share price ofittderwriting.

Financial charges during this year on amounts enggl among the assets
No financial charges were entered for the itemedissmong the assets.

Financial receivables/Deferred tax assets/ Othemacurrent assets and receivables

(note 4)

Other non-current assets

Financial receivables - subsidiaries

Deferred tax assets

Other non-current assets

Total

31/12/2019 31/12/2018 Variation Var. %
9.500.p00 9.500.00(4
2.290.184 2.226.387 63.797 2,87%
12.452.114 12.259.994 192.120 1,57%
24.242.298 14.486.381 9.755.917 67,35%

The financial receivables from subsidiary companéder to the mid- to long-term part of the finamgissued this year
to Cutlite Penta for a total of 10 million Euro, lte repaid in deferrable half-yearly installmemtgh the last payment
due on December 32029, at the BCE rate + 0,5% as specified i (D).

The heading of “Other non-current assets” refetetoporary uses of cash made by the company foiirigarance
policies which are based on a management thatparage with securities with guaranteed capital aniith the

possibility of cashing them in, either totally carpally, during the period of the contract, on gmndition that at least
one year has elapsed since the policies have hgmhaged. Since this is a mid-term investment tioenpany has
decided to classify them among the non-currentta$sed for sale and enter them into accountseafain value of the
policies in the assets and the re-evaluation ofptiiies in the income statement and, consequetttlgxclude them
from the net financial position.

For an analysis of the heading “Deferred tax a&sedfer to the chapter on “Deferred tax assetslainities”.
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Current Assets

Inventory (note 5)

The chart below shows a breakdown of the inventory:

Raw materials, consumables and supplies
Work in progress and semi finished products
Finished products and goods

Total

31/12/2019 31/12/2018 Variation Var. %
12.611.477 11.795.999 815.478 6,91%
9.5%7(6 8.165.008 1.362.637 16,69%
3.238.507 4.548.566 -1.310.059 -28,80%

25.377.629 24.509.573 868.056 3,54%

The chart shows an increase in inventory of ab¢gf3 it should be recalled that the amounts showthé chart are
net of the devaluation fund as shown in the cheld.

Gross amount of Inventory
Devaluation provision
Total

31/12/2019 31/12/2018 Variation Var. %
30.401.674 29.428.971 972.703 3,31%
-5.024.045 -4.919.398 -104.647| 2,13%
25.377.629 24.509.573 868.056 3,54%

The fund is calculated in order to align the ingeptvalue with that with which the inventory coyddesumably be sold
by recognizing obsolescence or slow turnover Thewmof the fund increased by about 105 thousan@£Ewith

respect to December 32018, while the incidence on the gross value efittventory remained unchanged at about

17% .

Accounts receivable (note 6)

Receivables are composed as follows:

31/12/2019 31/12/2018 Variation Var. %
Accounts receivable from third parties 7.269.124 5.609.392 1.659.732 29,59%
Accounts receivable from subsidiaries 25.798.[187 34.463.726 -8.665.539 -25,14%
Accounts receivable from associated 684.941 642.472 42.469 6,61%
Total 33.752.252 40.715.590 -6.963.338 -17,10%

Accounts receivable from third parties 31/12/2019 31/12/2018 Variation Var. %
Italy 2.737.753 2.176.077 561.676 25,81%
EEC 1.019.275 869.474 149.801 17,23%
ROW 3.855.706 3.038.805 816.901 26,88%
minus: bad debt reserve -343.610 -474.965| 131.355 -27,66%
Total 7.269.124 5.609.392 1.659.732 29,59%

The accounts receivable from subsidiary and assat@mpanies are inherent to the ordinary operstio
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The chart below shows the changes in the providimmnisad debts which occurred during this year.

2019
At the beginning of the period 474.965|
Provision 15.000
Amounts utilized and unused amounts reversed -26.81
Other movements -99.543
At the end of the period 343.61(

The chart below shows the accounts receivable fhird parties divided according to the type of enay.

Accounts receivable in: 31/12/2019 31/12/2018

Euros 4.588.153 3.646.203
uUsD 2.680.971 1.963.189
Total 7.269.124 5.609.392

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 aéxibange rate in force on Decembef' 2019 and December %1

2018.

The chart below shows the analysis of the accorgusivable from third parties and from subsidiasynpanies for

2019 and for 2018:

Accounts receivable from third parties 31/12/2019 31/12/2018
To expire 4.689.734 3.890.463
Overdue:

0-30 days 1.054.800 583.786
31-60 days 750.727 145.526
61-90 days 180.599 438.260
91-180 days 266.398 68.798
Over 180 days 326.866 482.559
Total 7.269.124 5.609.392
Accounts receivable from subsidiaries 31/12/2019 31/12/2018
To expire 9.578.699 10.293.095
Overdue:

0-30 days 788.036 701.964
31-60 days 430.694 524.683
61-90 days 466.599 729.206
91-180 days 397.545 1.935.551
Over 180 days 14.136.614 20.279.226
Total 25.798.187 34.463.726

For a detailed analysis of the accounts receivibla subsidiary and associate companies, refehgachapter in the
information sheet on related parties.
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Tax receivables/Other receivables (note 7)

The chart below shows a breakdown of tax receigadhe other receivables:

31/12/2019 31/12/2018 Variation Var. %
Tax receivables
VAT receivables 1.440.935 1.768.369 -327.434 -18,52%
Income tax receivables 2.462.264 2.372.063 90.201 3,80%
Total 3.903.199 4.140.432 -237.233 -5,73%
Current financial receivables
Financial receivables - third parties 71.407 63.005 8.402 13,34%
Financial receivables - subsidiaries 6.588.633 6.852.262 -263.629 -3,85%
Financial receivables - associated 61.565 61.565 0,00%
Total 6.721.605 6.976.832 -255.227| -3,66%
Other current receivables
Security deposits 130.178 2.448 127.730 5217,73%
Advance payments to suppliers 221.779 120.003 101.776 84,81%
Other receivables 275.112 300.178| -25.066 -8,35%
Other receivables from subsidiary companies 518|890 213.641 305.249 142,88%)
Total 1.145.959 636.270 509.689 80,11%
| Total Current financial receivables e Other curreneivable4 7.867.564| 7.613.102| 254.462| 3,34%|

The amount entered among the “tax receivablestaelto Value Added Tax (VAT) is the natural effeétthe large
amount of exports which characterize the salesmelof the company.

The “income tax receivables” mostly refer to theess in the amounts of down payments paid for IRESIRAP with
respect to the debt that had matured. Moreovegcoount of the effect of the agreement made wightalx authorities
of Florence in the month of December 2019 for thatént box” facilitation related to the years 2@189, this entry
includes the credit for IRES and IRAP for 1,2 noifliEuros related to the lower amount of taxes duehie first four
years involved in the ruling. This entry also irdéis the amount of the reimbursement for the ex¢tsS taxes paid
due to the failure to deduct the IRAP related ® ¢lxpenses for employees and similar in conformitia art. 2, sub-
section 1-quater, D.L. 201/2011.

The financial receivables are related to short-ténancing issued to subsidiary and associated eomp in order to
provide for normal operational activities. The mdinancial receivables issued to subsidiary comgpmrare the
following:

Group companies amount (/1000) Currency Annual rate

Asclepion Laser Technologies GmbH 985 Eur BCE + 1%

BCE + 1% on 500.000
Cutlite Penta S.r.l. 10.500 Eur BCE + 0,5% on 10.000.000

BCE + 1% (p to 1.065
thousand Eurgs
4% (ver 1.065 thousand

Esthelogue S.r.l. 2.117 Eur Eurog
Lasit S.p.A. 1.594 Eur BCE + 1%
BRCT Inc. 608 usD 2,50%
Deka Medical Inc. 285 usbD 2,50%

For further details on the financial receivablesnirsubsidiaries and associated companies, pleaséheechapter,
regarding “related parties”.
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The entry of “Other receivables from subsidiary pamies” entered in the section “Other current redales” is related
to the receivable from Ot-las, Deka Mela Srl anshfrEsthelogue srl, as part of the adhesion to #i®mal fiscal
consolidated (procedure as per articles 117 amoMislg of the TU 917/86 and D.M. activated Juie2018).

Securities and other current financial assets (n@g

31/12/2019 31/12/2018 Variation Var. %
Securities and other current financial assets
Other current financial assets 2.126.791 1.951.235 175.556 9,00%
Total 2.126.791 1.951.235 175.556 9,00%

The amount entered under the heading of “Secuatigsother current financial assets” is made upatual funds that
had been acquired by the Company for the purposetefporary use of cash. These securities havededuated at
the market value shown on Decembet 2019, with the adaptation of the value registéneitie income statement.

Cash and cash equivalents (note 9)

Cash and cash equivalents is composed as follows:

31/12/2019 31/12/2018 Variation Var. %
Bank and postal current accounts 29.444)053 26.188.529 3.255.524 12,43%
Cash on hand 5.792 6.238 -446 -7,15%
Total 29.449.845 26.194.767 3.255.078 12,43%

For an analysis of the variations in cash and eagiivalents, please refer to the cash flow statémen

Net financial position as of December 32019

The net financial position as of Decembef 2019 is composed as follows (in thousands of Buros

Net financial position | 31/12/2019 31/12/2018
Cash and bank 29.450 26.195
Financial instruments 2.127 1.951
Cash and cash equivalents 31.577 28.146
Current financial receivables 71 63
Bank short term loan (4.001) 4)
Part of financial long term liabilities due withir2 months (317) 0
Financial short term liabilities (4.318) 4)
Net current financial position 27.330 28.205
Other long term financial liabilities - non curtqrart (573) (488)
Financial long term liabilities (573) (488)
Net financial position 26.757 27.716

As far as the use of cash is concerned in thiogegven though the profitability has been excellgérshould be noted
the impact of the distribution of dividends to thparties by EIl.LEn. Spa for the amount of 7.7 onillEuros, while the
investments in technical assets amounted to 2Jibmduring this period.

The net financial position shows a decrease of utboe million Euros with respect to Decembef' 2018 and

amounted to about 26,8 million Euros.

Concerning the amounts shown in the chart abowhdtild be noted that starting on Januah2Q19, because of the
adoption of accounting standard IFRS 16, the firr@bilities also include the amounts of residdabt related to
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operative leases and rentals which are now registidlowing the procedure which used to be in IAS The impact
that was a consequence of this adoption amountatidat 396 thousand Euros, of which 148 were editeneong the
current debts and 248 among the non-current debigying the total of the net financial position December 31 to
26,8 million Euros compared with the 27,2 which Vdolbiave been registered if the accounting standaadsbeen the
same.

It should also be recalled that in the precedirgyyd 1,5 million Euros in cash was invested inrfial instruments of
an insurance type which, for their very nature mhestentered among the non-current financial asa#tsyugh they
represent a use of cash this amount is not patteohet financial position. At the end of the y#ee fair value of the
investment was for 12,5 million Euros.

Financial receivables from subsidiaries and assetiaompanies for an amount of 16.150 thousand Eawve been
excluded from the net financial position becaussy thre related to the policy of financial assistatathe companies
of the Group (for details, please consult the imfation on related parties).

In continuation of past policy, it was deemed opyoe to exclude this financing from the net finahgosition 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 312019, the capital stock of EI.En. was as follows:

Authorized (to stock option plan service) Euros 12671

Underwritten and deposited Euros 2.537.p65

Nominal value of each share - Euros 0,13

Category 31/12/2018 Increase Decrease 31/12/2019

No. of Ordinary Shares 19.297.472 225.338 0 19.522.81(Q
Total 19.297.47 225.338 0 19.522.81

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 Badif the financial year must be set aside forldual reserve in

accordance with art. 2430 of the civil code. Thma@nder is distributed to the shareholders, urtlessassembly 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.

Increase of capital in the stock option plan sergic

The extraordinary shareholders’ meeting of the £l Ep.A. held on May 122016, in compliance with art. 2443, ||
sub-section, CC., voted to authorize the Board ioéddors to increase, in one or more operationseuah separately,
within five years after the authorization, the ¢alpstock up to a maximum of nominal 104.000,00d8uby issuing
new shares intended for underwriting by the berafies of the stock option plan for 2016-2025.

On September 132016, the Board of Directors of the Company, fellog a recommendation of the Remuneration
Committee, voted on the implementation of the stoplon plan for 2016-2025 (“Stock Option Plan 2@&025") in
compliance with the mandate conferred to them key Shhareholders’ meeting mentioned above and idehtihe
beneficiaries of the plan, the number of optionbecassigned, the temporal limits for picking up tptions, and the
price of underwriting them.

The Board, in compliance with art. 2443, |1l subtset CC., also executed the mandate conferred tipem by the
Assembly, to increase, upon payment, entirely atdusively for use in the stock option plan, sepelyaand with the
exclusion of the option right described in art. 244ub-section V, CC, the capital stock, by 10@,00 Euros by
issuing 800.000 ordinary shares which can be umitéew by the administrators, collaborators and lewyges of EI.En.
S.p.A. and the companies it controls who are theefigiaries of the stock options included in theab mentioned
Plan.

The options may be picked up by the beneficianesoinformity to the terms and conditions statetharegulations of
the Plan which was definitively approved on Septemis” in two equal sections: the first from Septemb#f 2019
until December 312025, and the second from Septembdt 2@20 until December 312025.

The plan will terminate on December®3025 and the options that have not been pickeoetgre that date will expire
permanently; the capital will be definitively ineriged for the amount actually underwritten and selddy that date.
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After some of the beneficiaries of the stock optdan 2016-2025 picked up their options on the ficcasion which
opened on September 12019, the Company issued up until Decembet 2119, 225.338 ordinary shares for a
nominal amount of 29.293,94 Euros and cashed im#3|®&n Euros as an increase in capital with shaemium.

It should also be noted that, even though the stomnthe stock market which was a result of the @A virus

registered a rapid and generalized drop in theksgootations, the value of capitalization of then@any is currently
greater with respect to the implicit values of shareholders’ equity on Decembef'2D19.

Additional paid in capital (note 11)

On December 312019 the share premium reserve amounted to 41@kand Euros, an increase with respect to the
38.594 on December 312018 due to the stock options which were pickedduging the year, as described in the
preceding note.

Other reserves (note 12)

31/12/2019 31/12/2018 Variation Var. %
Legal reserve 537.302 537.302 0,00%
Extraordinary reserve 82.477.09 87.382.029 -4.904.950 -5,61%
rsggg‘vgpt'on’ stock based compensation 4.505.417 3.794.219 711.198 18,74%
Special reserve for grants received 426.657 426.657 0,00%!
Other reserves -144.854 -106.460 -38.394 36,06%
Total 87.801.601 92.033.747 -4.232.144 -4,60%

On December 312019 the “extraordinary reserve” amounted to 82.#usand Euros; the decrease with respect to
December 312018 is due to the use for payment of dividendsadcordance with the resolution of the sharehelder
meeting held on May 152019.

The reserve forstock option/stock based compensatioméludes the amount for the figurative costs deteed in
compliance with IFRS 2 of the stock option plansigised by the Company. The increase is due to tlo¢acpf the
stock option plan 2016-2025 described above thatimed on December 32019.

The reserve for contributions in capital accounste considered a reserve of profits and is urggramith respect to
December 312018.

The heading of “Other reserves” includes among rothimgs the reserve related to the evaluationhef geverance
indemnity fund in conformity with 1AS 19.

Treasury stock (note 13)

On the 1% of January the shareholders’ meeting authorizedthard of Directors to purchase treasury stockiwit8
months of the date of the resolution as describefliither detail in the specific section on sigrafit events which
occurred during 2019.

On the date of this report, EL.LEn. S.p.A. doesavah any treasury stock.

Retained earnings (note 14)

This category includes the rectifications in tharsiolders’ equity which were a consequence ofattaption of the
international accounting standards and the enthefcapital gains earned after the sale of thestng/ stock which
took place in February 2005 and, in a minimal gigrthe sale of treasury stock in October 2012.
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Availability and possibility of utilization of theeserves

Possibility of Portion Utilized in the Utilized in the
previous two previous two periods
periods
31/12/2019 utilization available for covering for other purposes
SHAREHOLDERS' EQUITY losses
Share capital 2.537.965
Additional paid in capital 41.430.624 ABC 41.430.624
Legal reserve 537.302 B 537.302
Reserve for treasury stock
Other reserves:
Extraordinary reserve 82.477.079 ABC 82.477.079 12.582.792
Reserve for contribution on
capital account 426.657| ABC 426.657|
Retained earnings -984.283 ABC -984.283
Other reserves 4.360.563 AB 13.392
123.900.771 12.582.792
Portion not distributable
Portion distributable 123.900.771]

Legend: A) increase in capital; B) for coveringdes; C) for distribution to partners
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Non-current liabilities

Severance indemnity (note 15)

The chart below shows the operations which haventgitace during this financial period.

Payment to
complementary
pension forms, to 31/12/2019
INPS fund and other
movements

851.830) 664.159| -255.216] -407.073 853.700

31/12/2018 Provision (Utilization)

The severance indemnity represents an indemnityctwlis matured by the employees during their peradd
employment and which is paid upon termination opkryment.

For the purposes of international accounting statgjahe payment of a severance indemnity represefiong term
benefit subsequent to the termination of employihehis is an obligation of the “defined benefiyge which entails
entering a liability similar to that entered forfided benefit pension plans. After the modificaaio the severance
indemnity in conformity with the Law of December™2006 (and later modifications), for IAS purposesly the
liability relative to the matured severance fueft in the company has been evaluated becauseutite maturing has
been paid to a separate entity (complementary perigpe). Also for employees who have explicitlcided to keep
the indemnity fund in the company, the indemnitytumed since January'2007 has been paid into the treasury Fund
managed by INPS. This fund, according to the firnaw 2007, guarantees the employees workinghéfrivate
sector the payment of the severance indemnityhiamount corresponding to the payments depositttlatter.

The current value of the severance indemnity fuemaining with the company as of Decembet 2019 was 852
thousand Euros.

The hypotheses used to establish the indemnitygrasummarized in the chart below:

Annual increase rate of salaries
(including inflation)

Executives 2,00%
White collar workers 0,50%
Blue collar workers 0,50%

Financial hypotheses Year 2018 Year 2018
Annual implementation rate 1,57% 0,77%
Annual inflation rate 1,60% 1,0%-1,2%-1,4% (*)

Executives 2,00%
White collar workers 0,50%
Blue collar workers 0,50%

(*) 1.0% for the first five years, 1.2% from theti to the tenth year, 1.4% from the eleventh year.

The interest rate used to determine the currentevaf the liability was based on the rate of iBa@oxporate AA 10+

for the amount of 0,77% in conformity with the erifa used last 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.

31/12/2018| Provision | (Utilization) moc\’/tehnfgms 31/12/2019

Deferred tax assets on inventory devaluation 2058 31.509 - - 1.203.567
Deferred tax assets on warranty reserve 897.6 - - - 97.680
Deferred tax assets on bad debt reserve 8p3(01 - (33.061 - 859.957
Deferred tax assets on losses carryforwards 20.883 (20.880 - 3
Deferred tax assets on intercompany profits andaafation adjust. - - -

Other deferred tax assets and on IAS adjust. 42.749 74.104 12.124 128.977|
Total 2.226.387 105.613 (53.941) 2.124 2.290.184

Deferred tax liability on advance depreciations 124.470 E - 124.470

Deferred tax liability on grants on capital account 136.982 (58.220) - 78.762

Other deferred tax liabilities and on IAS adjust. 148.885 (22.860Q) - 126.025

Total 410.337 (81.080) - 329.257

Net 1.816.050 105.618 27.139 12.124 1.960.927

Deferred tax assets amounted to about 2,3 milliaro& The main variations this year are due todbéerease in
deferred tax assets calculated on inventory detialuand on the deferred payments included in tiedits for other
deferred taxes.

Deferred tax liabilities amounted to 329 thousanoto& and refer, among other things, to the postpen¢ of the
taxation of some grants in capital account whicliehaeen received and, for fiscal purposes, havae Heéerred, as
provided for by the law.

Under the heading of “Other movements” we have redteamong other things, the deferred taxes onvthee
adjustments made on the severance indemnity fuddeatered into accounts directly in the Other Caghpnsive
Income (“OCI").

Other accruals (note 17)

The chart below shows the operations made withr@beruals.

31/12/2018 Provision (Utilization) mo?/tehnigms 31/12/2019
Reserve for pension costs and similar 73.828 7.088 -810 80.106
Warranty reserve on the products 407.001 407.001
Other accruals 743.292 323.662 -151.292 915.662,
Total 1.224.121] 330.750 -151.292 -810 1.402.769

In the entry “reserve for pension costs and sirhithe TFM (severance indemnity fund for the diresjoand the
indemnity fund for clients’ agents are included.

The warranty reserve is calculated on the basthetosts for spare parts and assistance susthiegateceding year,
adjusted to the sales volume of the current year.
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The accrual under the heading of “Other accruadéérs to the reserve for losses on equity in Guilib Brasil and
Deka Sarl, which, during the year, registered Ipsbat eroded their capital.

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 ageftes the termination of
employment.

The technical evaluations are made on the bagtediypotheses described below:

Financial hypotheses Year 2018 Year 2019
Annual implementation rate 1,57% 0,7700%
Annual inflation rate 1,60% 1,0%-1,2%-1,4% (*)

(*) 1.0% for the first five years, 1.2% from theti to the tenth year, 1.4% from the eleventh year.

Other potential debts and potential liabilities

On April 24" and on May % EI.En. Spa and its subsidiary, Cutlite Pentar8deived a citation to appear in front of the
Superior Court of Hartford (Connecticut) in relatito their responsibility for damages caused in fiwory of one
client which was destroyed by a fire. At the tinfettee fire on the factory there were three lasesteays produced by
Cutlite Penta

El.LEn. and Cutlite Penta vehemently rejected evwpothesis that considers them even remotely caedesith this
event.

At this time the case is still in a preliminary gkaduring which they are gathering information gsimritten
guestionnaires about the conducting of the contedabligations and the contents of the obligatitaken on with the
sale of the laser systems. Currently there areenotigh elements to evaluate the entity of econaisiicfor the two
companies. In fact, no proof has been presentethamany quantification of the damage been reqdiedteany case,
for precautionary purposes, the company immediag@gceeded to activate the insurance policy relaied
responsibility for damages caused by a productchvhias a ceiling of 15.000.000 Euros for each cldihe insurance
company has taken on the claim and has hired awts expense an American lawyer to protect thetsigi the
companies insured.

Financial debts and liabilities (note 18)

The chart below shows the breakdown of the amomnes:

Financial m/l term debts 31/12/2019 31/12/2018 Variation Var. %

Amounts owed to leasing companies 247.655 247.655

Amounts owed to other financiers 325.524 488.285| -162.761 -33,33%
Total 573.179 488.285] 84.894 17,39%

The amount entered under the heading of “Amountsdot@ leasing companies” is derived from the apgibie of
IFRS 16 as previously described.

The amount entered under the heading of “Amountsdots other financers” is related to the facilitafenancing for

applied research (MILORD project), issued by Fididana to the Company and reimbursable in 6 halyyea
installments, starting on April 2020 with the lasttallment on October 32022.
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Current liabilities

Financial debts (note 19)

Financial short term debts 31/12/2019 31/12/2018 Variation Var. %
Amounts owed to banks 4.000.815 4.474 3.996.341 89323,67%
Amounts owed to associated companies 276.608 -276.608| -100,00%
Amounts owed to leasing companies 148.560 148.560
Amounts owed to other financiers 168.473 168.473

Total 4.317.848 281.082 4.036.766 1436,15%

The “Amounts owed to banks” include the financimarged by Intesa San Paolo for 4 million Euroshatrate of
0,1% annually with expiration date within one year.

The “Amounts owed to associated companies” includstyear the residual debt to the associated aagnglesta Spa
which arose as a result of the increase in caphiéth was underwritten in 2018 and entirely pai@@19.

The “Amounts owed to leasing companies” and “Amgumived to other financiers” include the short-teyuota of
debts described in the previous note.

Accounts Payable (note 20)

For a detailed analysis of the accounts payabieesubsidiary and associated companies, reféreteiapter with the
information sheet relative to related parties.

31/12/2019 31/12/2018 Variation Var. %
Accounts payable 11.603.263 9.752.407 1.850.856 18,98%
Amounts owed to subsidiary companies 1.093,885 800.205| 293.680 36,70%
Amounts owed to associated companies 18000 18.000
Total 12.715.148 10.552.612 2.162.536 20,49%

The chart below shows a detailed breakdown of toeunts payable to third parties divided accordmghe type of
currency:

Accounts payable in: 31/12/2019 31/12/2018

Euros 10.139.122 8.800.472
UsD 1.422.536 913.777
Other currencies 41.605 38.158
Total 11.603.263 9.752.407

On the chart, the value in Euros of the debts waily expressed in US dollars or other currenciegzresents the
amount in currency converted at the exchange naferce on December 32019 and on December32018.
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Income tax payables /Other current payables (nofg 2

The debts for income taxes on Decembet A119 amounted to 25 thousand Euros and were dnteteof the relative

down payments and sums withheld.

The breakdown of the other current payables isdatewing:

31/12/2019 31/12/2018 Variation Var. %
Social security debts
Debts to INPS 1.089.790 1.005.779 84.011 8,35%
Debts to INAIL 77.693 69.785 7.908 11,33%
Debts to other Social Security Institutions 149.681 145.798 3.883 2,66%
Total 1.317.164 1.221.362 95.802 7,84%
Other debts
Debts to the tax authorities for withholding 1.0oa 787.487 302.784 38,45%
Other tax liabilities 1.789 -1.789 -100,00%
Debts to staff for wages and salaries 2.224[700 1.982.992 241.708 12,19%
Down payments 374.908| 211.392 163.516 77,35%
Other debts to subsidiary companies 11.680 150.702 -139.022] -92,25%
Other debts 661.813] 268.600| 393.213 146,39%)
Total 4.363.372 3.402.962 960.410 28,22%
Total Social security debts e Other debts 5.680.536 4.624.324 1.056.212 22,84%

The “Debts to staff for wages and salaries” inchjd@mong other things, the debts for deferred isalanatured by

employees as of December'31019.

Analysis of debts according to due date

31/12/2019 31/12/2018
<=1year >1 year <=5 years > 5 years <=1year >1 year <=5 years > 5 years

Amounts owed to banks 4.000.815 - - 4.474 -
Amounts owed to leasing companies 148.560 244218 3.44p - -
Amounts owed to other financiers 168.473 325.524 - - 488.28b
Accounts payable 11.603.263 9.752.40Y
Amounts owed to subsidiary companjes 1.105.56b - - 950.90) -
Amounts owed to associated companies 18.00D - - 276.608 -
Income tax payables 24.741 -
Social security debts 1.317.164 1.221.36Q
Other debts 4.351.6P2 3.252.260

Total 22.738.278 569.73[ 3.44p 15.458.018 488.28b
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Information on the Income Statement

Revenue (note 22)

31/12/2019 31/12/2018 Variation Var. %
Medical 55.426.245 49.400.074 6.026.171 12,20%
Industrial 12.310.953 12.737.145 -426.192 -3,35%
Total revenue 67.737.198 62.137.219 5.599.979 9,01%

The company registered a sales volume of 67 milkmmos, an increase of 9% with respect to 2018khda the

excellent trend of medical sector..

Subdivision of revenue by geographical area

31/12/2019 31/12/2018 Variation Var. %
ltaly 45.329.15] 41.075.14¢8 4.254.009 10,36%
Europe 10.451.584 9.531.09] 920.487 9,66%
ROW 11.956.45] 11.530.974 425.483 3,69%
Total revenue 67.737.19¢ 62.137.214 5.599.979 9,01%

The Italian market remained the most prevalent isndomposed mainly of the Italian companies beloggb the
Group, although it should be noted that a larg¢ @fathe production invoiced to the Italian compemof the Group is

exported abroad.

Other income (note 23)

Analysis of the other income is as follows:

31/12/2019 31/12/2018 Variation Var. %
Other income due to Insurance refunds 62 -62 -100,00%
Recovery of expenses 152.263 125.423 26.840 21,40%
Capital gains on disposal of fixed assets 6.303 31.537 -25.234 -80,01%
Other income 743.724 797.586) -53.862 -6,75%
Total 902.290 954.608, -52.318 -5,48%

It should be recalled that in the category of oiheome, on December 312018 we entered about 140 thousand Euros

for a co-financed research project and that gniemue was not renewed in 2019.

Costs for the purchase of goods (note 24)

The analysis of these purchases is shown on thé wélaw.

31/12/2019 31/12/2018 Variation Var. %
Purchases of raw materials and finished products .5431902) 35.784.189 -4.239.287 -11,85%
Packaging 513.313] 421.773 91.540 21,70%
Shipping charges on purchases 320.186 253.223 66.963 26,44%
Other purchase expenses 320.770] 226.981 93.789 41,32%
Other purchases 17.976 50.941 -32.965 -64,71%
Total 32.717.147 36.737.107 -4.019.960 -10,94%
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Direct services/ other operating services and chesg@note 25)

Breakdown of this category is shown on the chadvee

31/12/2019 31/12/2018 Variation Var. %

Direct services
Outsourced processing 9.022.075 3.976.981 5.045.094 126,86%)
Technical services on products 151.673 131.904 19.769 14,99%
Shipment charges on sales 265.686 240.095 25.591 10,66%
Sale commissions 66.988 36.568 30.420 83,19%
Royalties 1.680 -1.680 -100,00%
Travel expenses for technical assistance 142.994 188.517 -45.523 -24,15%
Other direct services 462.751 456.692 6.059 1,33%

Total 10.112.167 5.032.437 5.079.730 100,94%
Other operating services and charges
Maintenance and technical assistance on equipment 31.2740 363.650 67.620 18,59%
Commercial services and consulting 189.071 198.540 -9.469 -4, 77%
Legal and administrative services and consulting 7.(50 386.724 -29.665 -7,67%
Audit fees 112.828| 108.316| 4512 4,17%
Insurances (no staff cost) 170.084 155.855 14.229 9,13%
Travel and accommodation expenses 527.658| 623.297 -95.639 -15,34%
Trade shows 200.868| 385.030 -184.162 -47,83%
Promotional and advertising fees 205.120 202.746 2.374 1,17%
Expenses related to real estate 893.304 892.680 624 0,07%
Other taxes 95.609 92.165 3.444 3,74%
Vehicles maintenance expenses 282.690 284.214 -1.524 -0,54%
Office supplies 48.351 61.336 -12.985 -21,17%
Hardware and Software assistance 266.228 229.377 36.851 16,07%
Bank charges 40.550 38.248 2.302 6,02%
Leases and rentals 191.935 326.936 -135.001 -41,29%
Salaries and indemnity to the Board of Directord Board of Auditors 818.30 567.887 250.420 44,10%
Temporary employment 177.128 84.633 92.495 109,29%)
Other services and charges 2.530.275 2.076.167 454.108| 21,87%

Total 7.538.335 7.077.801 460.534] 6,51%

The most significant variations in the categoryifect services” are related to the costs of outsed processing due
to the increase in the level of activity and sales.

In the category of other services and charges we mcluded among other things, the costs for teethiand scientific
consulting and for studies and research for a totaf68 thousand Euros. For the costs related seareh and
development activities, please consult the desoripgtontained in the consolidated management report

Staff costs (note 26)

The chart below shows the costs for staff:

31/12/2019 31/12/2018 Variation Var. %
Wages and salaries 11.770.665 11.352.822 417.843] 3,68%
Social security contributions 3.428.257 3.256.411 171.846 5,28%
Severance indemnity 650.754 645.761 4,993 0,77%
Staff costs for stock options/stock based comp@rsat 397.382 504.715 -107.333 -21,27%
Total 16.247.058 15.759.709 487.349 3,09%

The increase in the staff cost is mainly due torige in the number of employees.
The heading for “Staff costs for stock options/ktdsased compensation” includes the figurative céstshe stock
options assigned by the company to some of thearapt of the Group.
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Depreciation, amortization and other accruals (nat&)

The table below shows the breakdown for this catego

Amortization of intangible assets
Depreciation of tangible assets
Depreciation of tangible assets right of use
Accrual for bad debts

Total

31/12/2019 31/12/2018 Variation Var. %
262.315 207.214 55.101 26,59%
1.177.2764 1.096.162 81.114 7,40%
142.825 142.825
-9.821 75.235 -85.056 -113,05%
1.572.595 1.378.611 193.984 14,07%

The amortizations and depreciations increased altieetinvestments made this year and for the agic of IFRS 16

as described above.

Financial income and charges and exchange gain @p@ote 28)

The breakdown of the category is as follows:

31/12/2019 31/12/2018 Variation Var. %

Financial income
Interests income on bank and postal deposits 2371.87 347.423 -119.550 -34,41%
Dividends 3.275.000 2.307.500 967.500, 41,93%
Financial income from subsidiary companies 162.981 83.881 79.100 94,30%
Financial income from associated companies 300 300 0,00%
Interests income from current securities and firerassets 192.120 201.355] -9.235 -4,59%
Capital gain and other income from current se@siéind financial assef 175.855 175.555 0,00%
Other financial income 23.187 -23.187 -100,00%

Total 4.033.829 2.963.646 1.070.183 36,11%
Financial charges
Capital losses and other charges on current sesugihd financial assets 85.198 -85.198 -100,00%
Financial charges - subsidiary companies 34.432 -116.318 150.750 -129,60%
Other financial charges 17.745 11.793 5.952 50,47%

Total 52.177 -19.327 71.504 -369,97%
Exchange gain (loss)
Exchange gains 407.167 937.815 -530.648 -56,58%
Exchange losses -85.510 -207.945 122.435 -58,88%
Other exchange gains (losses) -62.008 -145.700 83.692 -57,44%

Total 259.649 584.170, -324.521 -55,55%

During this year dividends from subsidiaries wergeeed into accounts for an amount of about 3.3ianilEuros
distributed by the subsidiary Deka M.E.L.A. S.fdr 1,3 million Euros and by Quanta System S.pa@k. 2 million

Euros

The interest from securities and financial assetg@ated to investments of cash entered bothdrctrrent assets and

non-current assets.

The entry “other financial charges” includes théeeing into accounts of interest charges derivedhfthe application
of IAS 19 to the severance indemnity for an amafratbout 13 thousand Euros.
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Other net income and charges (note 29)

31/12/2019 31/12/2018 Variation Var. %
Other non operating charges
Accrual for losses in group companies 172.370 643.292 -470.922 -73,21%
Devaluation of equity investment 478.890 156.067 322.823] 206,85%)
Total 651.260, 799.359 -148.099 -18,53%

The amount shown under the heading of “Accruallédsses in group companies” is related to the sidrgéd Cutlite
do Brasil Ltda and Deka Sarl due to the lossestegd this year.

The heading of “Devaluation of equity investmertts’s year includes the devaluation operation cotetudirectly on

the value of the equity held in Deka Sarl

Income taxes (note 30)

31/12/2019 31/12/2018 Variation Var. %

IRES income taxes 647.055 647.055
Income taxes - IRAP 128.194 103.455| 24.739 23,91%
Deferred IRES income taxes -133.885 219.388 -353.273 -161,03%
Deferred income taxes - IRAP 1.133 14.315 -13.182 -92,09%
Charges (Income) for IRES from tax consolidation 95.832 -95.832 -100,00%
Other income tax -4.987 -4.987
Previous years tax -1.224.078 3.648 -1.227.726 -33654,77%

Total -586.568 436.638| -1.023.204 -234,34%

Income taxes for this year were -587 thousand E@®spposed to the 437 thousand Euros for last yea

It should be noted that the agreement reachedtivitinternal revenue service for the “patent badilftation for the
years 2015-2019 on the basis of the ruling magessible to enter into the financial statement2f@t9 a reduction of
IRES and IRAP taxes for five years for a total ¢8 inillion Euros of which 1,2 million Euros relatéadl the period

2015-2018.
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The chart below shows the reconciliation betweeanttteoretical fiscal aliquots and the actual aligumited to the
income tax of the companies (IRES).

2019 2018
Profit/loss before taxes 5.246.607| 3.250.677|
Theoretical IRES Aliquot 24,00% 24,00%
Theoretical IRES 1.259.186 780.162
One time income tax charges 3.648
Tax credit
Charges (income) for IRES from fiscal consolidation 95.832
Patent box (1.155.866
Participation exemption
Higher (lower) fiscal incidence with respect to theoretical
aliquot (819.215) (560.775)
Actual IRES (715.895) 318.868
Actual IRES aliquot -13,64% 9,81%

The tax ratethis year was effectively negative because ofsineng impact on the accounting of the “patent box”
described above. More than 1 million Euros wasRiES benefit related to previous years.

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.

Dividends distributed (note 31)

The shareholders’ meeting of EI.En. SpA which welslflon May 2% 2018 voted to distribute a dividend of 0,40 Euros
for each of the 19.297.472 shares in circulationthe date the coupon came due. The amount ofitfdedd that was
paid was 7.718.988,80 Euros.

The shareholders’ meeting of EI.En. SpA which welslflon May 18 2019 voted to distribute a dividend of 0,40 Euros

for each of the 19.297.472 shares in circulationthe date the coupon came due. The amount ofitfeedd that was
paid was 7.718.988,80 Euros.

Non-recurring significant, atypical and unusual ews and operations (note 32)

For the year 2019 and for the same period lasttyeacompany did not conduct any non-recurringpifiicant, atypical
or unusual operations as specified by the Consebrimication of July 282006 n. DEM/6064293.
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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 company, the Generakblior and the
other executive directors with strategic respofitis;

- the individuals holding shares in the El. En..&;p

- the legal bodies of which a significant numbesbéres is owned by one of the main shareholddgteafompany, by
a member of the Board of Directors of the compadnya member of the Board of Statutory Auditors,®gneral

Director and by any other of the executives withtsigic responsibilities.

One of the Managing Directors, the majority shal@doof the company, has an outright ownership 86% quota of
Immobiliare del Ciliegio Srl, also a shareholdetled company.
All the transactions with related parties took plat normal market conditions.

In particular, the paragraphs below give importafdarmation about the related parties.

The Members of the Board of Directors, the Boar&tatutory Auditors, and the General Director

In compliance withConsob regulation 11971/99 (Regolamento Emiftéhé salaries paid to the members of the Board
of Directors and the Board of Statutory Auditots General Director and the equities held by theemshown in the
“Report on Remuneration ex artt. 123-T.U.F. e 84quaterReg. Consob 11971/1999” which, in compliance i
law is made available and can be consulted on titernet site www.elengroup.com— section “Investor
relations/Governance/Company documents”.

It should be noted that to the President of tharieal and scientific committee of El.LEn. S.p.Rrpfessor Leonardo
Masotti, was paid a fixed amount of 6.000 Eurosjdes the incentive bonus of 52.554 Euros. Morema&president
of the Board of Directors of Deka MELA S.r.l. heceéved a salary of 21.000 Euros, as president ®fBbard of

Directors of Elesta SpA, he received a salary 416.Euros and, as a member of the Board of Direab¥Vith Us Co.

Ltd he received the amount of 1.500 thousand yenpdrt of the stock option plan for 2016-2025, éeeived the
options that were granted to him when the plan sedsup, as per the information report issued ingl@mnce with art.

84-bis Regolamento Emittenti Consob

Physical persons possessing an equity in EI.LEn. SpA

The partner Carlo Raffini to whom the El.En. assigjm specific professional task for the entire yszgeived a salary
of 16 thousand Euros; moreover, for a similar tpekformed for the subsidiary Deka M.E.L.A. Srl hexeived 8
thousand Euros.

Subsidiary and associated companies

El. En. SpA controls a Group of companies whichrapeein the same macro-sector of lasers, to eackhath is
reserved a special field of application and a paldr function on the market.

The integration of different products and servioffered by the Group generates frequent commet@aisactions
between the various companies belonging to the isrblost of the inter-Group commercial transactiomslve the
production by El. En. SpA of mid- and high-powel@@, laser sources which constitute a fundamental cowpioin
the products manufactured by Ot-las Srl (ex CuRigmta Srl), and Lasit SpA.

Medical laser equipment manufactured by El. En. 8pAlso involved in inter-Group commercial trargats which
are, in part, sold to Deka M.E.L.A. Srl, to Estlwie Srl, to Deka Sarl, to ASA Srl and to Asclepibaser
Technologies GmbH, which organize their distribntio

The prices for the transfer of goods are estaldisbe the basis of what normally occurs on the ntarkée
intercompany transactions therefore reflect mattarids, from which they may different slightly iocardance with
the commercial policies of the company.

It should be mentioned that in October of 2002HEl. 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 charts below show an analysis of the transagtishich have taken place with the subsidiary asebeiated
companies both for sales, purchases, accountsraarttial payables and receivables.

212



Financial receivables| Other receivables Accounts receivable
Subsidiary companies: <1year >1lyear | <lyear >1lyear <1year > 1 year
Asclepion Laser Technologies GmbH 984.966 1.258.576
Deka MELA Srl 167.709 6.927.372
Otlas Srl 300.951 3.591.648
Cutlite Penta Srl 10.500.00(¢ 5.253.348
Esthelogue Srl 2.116.942 50.231 2.759.514
Deka Sarl 2.354.672
Deka Japan Ltd 1.011
BRCT Inc. 607.724 15.417
Lasit Spa 1.594.151 54.349
Quanta System SpA 260.991
ASA Srl 195.477
Cutlite do Brasil Ltda 283.959
Penta-Chutian Laser (Wuhan) Co. Ltd 3.648.296
Deka Medical Inc 284.850 3.109.64
Pharmonia Srl 610
- Bad debt reserve -3.916.695
Total 16.088.633 518.890] 25.798.187
Financial Receivables Accounts Receivable

Associated companies: <1year > 1year <1year > 1year
Actis Srl 30.00 1.70
Immobiliare Del.Co. Srl 31.56
Elesta Srl 683.23

Total 61.56) 684.94

Financial payables Other payables Accounts Payable
Subsidiary companies: <1year > 1 year <1year > 1 year <1year > 1 year
Asclepion Laser Technologies GmbH 21.990
Deka MELA Srl 14.013
Otlas Srl 11.680 292.544
Cutlite Penta Srl 380.152
Deka Sarl 13.950
Lasit Spa 94.755
Quanta System SpA 152.605
Deka Medical Inc 100.360
Penta-Chutian Laser (Wuhan) Co. Ltd 23.516
Total 11.680 1.093.88
Financial payables Other payables Accounts Payable
Associated companies: <1year > 1 year <lyear >1yeal < 1year > lae
Actis Srl 18.000
Total E E E 18.00
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Subsidiary companies: Purchase raw materials Services Other Total
Deka MELA Srl 28.56 92.03 120.594
Otlas Srl 238.94 238.940
Cutlite Penta Srl 29.82 9.57 1.50( 40.905
Deka Sarl 13.95 17 14.120
Lasit Spa 435.36 17.974 453.337
Quanta System SpA 247.6] 57.92 75( 306.296
Asclepion Laser Technolohies GmbH 166.72 10.51 177.235
With Us Co Ltd 5.82 5.826
Deka Japan Ltd 1.70 1.700
Penta-Chutian Laser (Wuhan) Co. Ltd 13.83 13.830
Total 1.180.6 171.9 20.22. 1.372.78
Associated companies: Purchase raw materials Services Other Total
Actis Srl 18.00 18.000
Total 18.0 18.00
Subsidiary companies: Sales Services Total
Deka MELA Srl 32.250.3¢ 1.229.03 33.479.399
Otlas Srl 1.051.27 26.23 1.077.510
Cutlite Penta Srl 1.538.74 491.49 2.030.277
Esthelogue Srl 723.13 58.99 782.132
Deka Sarl 1.844.84 36.76 1.881.612
Lasit Spa 37.25 3.89 41.145
Asclepion Laser Technologies GmbH 1.274.91] 251.47 1.526.392
Quanta System SpA 553.08 120.24 673.329
ASA Srl 977.34 2.04 979.399
Penta-Laser Equipment (Wenzhou) Co. Ltd 35.55 35.559
Cutlite do Brasil Ltda 15.33 15.336
Pharmonia Srl 2.00 2.000
Total 40.301.9 2.222.1 42.524.0719
Associated companies: Sales Services Total
Elesta Srl 875.36 105.29 980.664
Total 875.36 105.2 980.66

Subsidiary companies:

Deka MELA Srl

Otlas Srl

Cutlite Penta Srl

Esthelogue Srl

Deka Sarl

Lasit Spa

Quanta System SpA

Asclepion Laser Technologies GmbH

Total

Other revenues

371.013
50.147
34.282
21.178

1.500
105.525
7.407
7.967

599.0p1
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Associated companies:

Other revenues

Elesta Srl 18.829
Actis Srl 1.363
Total 20.19

The amounts shown on the charts above refer tsdmions which are inherent to the ordinary openatiof the

company

The other revenue refers, among other things taehts charged to Deka M.E.L.A. Srl, Esthelogue Blesta Spa for

the portions of the buildings in Calenzano whickytioccupy and to Lasit Spa for the factory at Témaunziata.

Moreover, we have entered into accounts approx.th6@sand Euros in interest earned on the finangiagted to

subsidiary companies.

Among the “Other receivables” we have entered wadBés from the fiscally consolidated companiedastsS.r.l.,

Deka M.E.L.A and Esthelogue S.r.I. for an amourb b thousand Euros.

The chart below shows the incidence that the ojperatvith related parties had on the economic amhtial situation

of the Company.

Impact of related parties transactions Total related parties Inc %

Impact of related parties transactions on the statment of

financial position

Equity investments 17.872.557 16.848.059 94,27%
Receivables LT 9.500.000 9.500.000 100,00%
Accounts receivable 33.752.252 26.483.128 78,46%
Other current receivables 7.867.564 7.169.088 91,12%
Non current financial liabilities 5139 - 0,00p6
Current financial liabilities 4.317.848 - 0,00%
Accounts payable 12.715.148 1.111.885 8,74%
Other current payables 5.680.536 11.680 0,21%
Impact of related parties transactions on the incora

statement

Revenues 67.737.198 43.504.743 64,23%
Other revenues and income 902.290 619.213 68,63%
Purchase of raw materials 32.717.147 1.180.640 3,6[1%
Direct services 10.112.167 53.519 0,5B%
Other operating services and charges 87333 156.624 2,08%
Financial charges 52.177 34.432 65109
Financial income 4.033.829 3.438.281 85,24%
Income taxes (586.568) 0,00%
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Risk factors and Procedures for the managementioghcial risks (note 34)

Operating risks

Since the company is fully aware of the potentiakg derived from the particular type of productdmaby the

Company, already in the earliest phases of planaimbresearch, they operate so as to guarantesaféty and quality,
which is also certified, of the product put on tharket. There are marginal residual risks for lezssed by improper
use of the product by the end-user or by negatiremts which are not covered by the types of insteglicies held

by the Company.

The main financial instruments of the Company idelehecking accounts and short-term deposits, iiesuand short
and long-term financial liabilities.

Besides these, the Group also has payables andakeles derived from its activity.

The main financial risks to which the Company ip@&ed are those related to currency exchange,tcoadih and
interest rates.

Currency risk

The Company is exposed to the risk caused by fidictas in the Exchange rates of the currencies fsesbme of the
commercial and financial transactions. These resls monitored by the management which takes allndeessary
measures to reduce them.

Credit risks

As far as the commercial transactions are concenfedcompany operates with clients on which cretigcks 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 represents about 5% ofdte &ccounts receivable from third parties. Foraaalysis of
receivables overdue from third parties, see therg#®n in the relative note (6) of this document.

As far as financial receivables are concerned, tieégr mostly to financing granted to subsidiaréesl associated
companies.

The company has underwritten:

- in 2013, a bank guarantee for a maximum of 5@idhad Euros, later increased to a maximum of 160sténd Euros
as a guarantee for customs duties as per ex adf 8¢ T.U.L.D., payable for temporary importstiwexpiration date
in June 2019 and not renewed.

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 possesses a largaistned cash and the net financial position was \@ogitive at the
end of the year. For this reason we believe thedehisks are adequately covered.

Management of the capital

The objective of the management of the capitahef Company is to guarantee that a low level of iteldgness and a
correct financial structure sustaining the busirsesmaintained 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 categorydsmivibook value and fair value of all the finanaistruments of

the Company.

Book value Book value Fair value Fair value
31/12/2019 31/12/2018 31/12/2019 31/12/2018
Financial assets
Equities in other companies 1.098.4 1.024.498 1.0284 1.024.498
Non current financial receivables 50@.000 - 9.500.000
Current financial receivables 6.1705. 6.976.832 6.5D5. 6.976.832
Securities and other non-current financial assets 12.449.006 12.256.886 12.449.006 12.256.886
Securities and other current financial assets 2.126.791 1.951.235 2.126.791 1.951.235
Cash and cash equivalents 29.449.845 26.194.767 29.449.845 26.194.76}
Financial debts and liabilities
Non current financial liabilities 573.179 488.285 573.179 488.285
Current financial liabilities 4.3848 281.082 4.834B 281.082

Fair value hierarchy

The Company uses the following hierarchy in orderdetermine and to document the fair value of tharfial

instruments based on evaluation techniques:

Level 1: quoted prices (not rectified) in a mankétich is active for identical assets and liabiitie
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.

As of December $12019 the Company possesses the following secustialuated at fair value:

Level 1 Level 2 Level 3 Total
Investment contracts 12.449.006 12.449.006
Mutual funds 2.126.791 2.126.791
Total 2.126.791 12.449.006 0 14.575.797
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Other information (note 36)

Remuneration of directors and statutory auditors

31/12/2019 31/12/2018 Variation Var. %
Remuneration of directors 725.983 475.587 250.396 52,65%
Remuneration of statutory auditors 72.800 72.800 0 0,00%
Total 798.783 548.387 250.396 45,66%

Information on public financing as per art. 1, subection 125 of Law no. 124 of August'2017 (“Annual law for
the market and the competition”)

Law no.124 of August2017 and the subsequent modifications in art. 35 B4/2019 with modifications by L.
58/2019 introduced some measures intended to ingamsparency in the system of public financingparticular, it

states that companies must indicate in the Exptap&dotes of the financial statement and in thesotidated Notes if
there is one, information regarding any subsidieants, benefits, contributions in money or in kimthich do not have
a general character and are not paid for or reiggulias those effectively issued by the public atitnation and by the
subjects specifically indicated in the above merdlaw.

Therefore, the amounts for the sales of goods mices inherent in the operations conducted as gfatieir activity
are excluded, in the presence of reciprocal relatimanaged according to the rules of the marketgémeral measures
that can be used by all of the companies belonginthe general structure of the system definedHeystate (for
example, ACE), the selective economic advantagesived in application of a regime of assistanceessible to all
companies which satisfy certain conditions, onlihsis of predetermined general criteria (tax fetibns and grants,
also related to the hiring of the disabled), thangg for training received from inter-professiomahds like, for
example, Fondimpresa, since they are institutior@ted by the contributions from the companiesigaves.

Consequently, in compliance with Law no. 124 of Asid” 2017, we can state that during 2019 the Compahpat
receive any of the attributions among those ligtettie above mentioned regulation.

It should also be recalled that, in reference #ohtalp from the state and the “de minimis” helg, ttansparency of the

latter is monitored by the publication in the Natib Register of State Assistance active since Augi2017, by the
institutions which grant this help and to which thader is referred.
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Information supplied in compliance withart. 149-duodecies of the Regolamento Emittenti Ca@ob (Consob
Regulations)

In compliance with article 148uodecie®f the Regolamento Emittenti Consahe chart below shows the amounts for
the year 2019 related to auditing services.

| Company providing the service Receiver note 2019 fe¢Buros)
Audit Deloitte & Touche SpA ElLEn. SpA 59.683
Certification servises Deloitte & Touche SpA El.LEpAS 1) 18.402
Other services Deloitte & Touche SpA EILEn. SpA ) -

| 78.085

(1) Revision of the Non-Financial Statement
(2) Servizi di assistenza metodologica in relazialtiedozione del IFRS 16

The honorariums shown are net of reimbursementh&expenses sustained and the contributiorsufeervision of the Consob.

Average number of employees subdivided by category

Personnel Average of the period 31/12/2019 prxgligge?ifo d 31/12/2018 Variation Var. %
Executives 1 1 1 14 1 7,14%
Middle managers 1 1 1 1B -1 -7,69%
White collar workers 12 12 12 128 2 1,63%
Blue collar workers 9 9 9 94 3 3,19%

Total 24\ 249 23P 244 5 2,05%

For the Board of Directors
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"21098, declare:
- the conformity in relation to the characteristiéshee company and
- the actual application of the administrative andoamting procedures used in drawing up the separate
financial statement, during 2019.
2. No significant aspect emerged concerning thee@bo
3. We also declare that:
3.1 the separate financial statement dated Deae318&019:
a) is drawn up in conformity with the applicable imational accounting standards recognized by theaanm
Union in conformity with Regulation (CE) n. 16060 of the European Parliament and the Commission, i
July 19" 2002;
b) corresponds to the figures in the ledgers and atoapbooks;

C) is suitable to supply a true and correct represientaof the capital, economic and financial sitaatiof the
company;

3.2 the Management Report contains a reliabléysiseof the trends and results of the activitynaedl as the situation
of the issuing company and the group of compamelsided in the area of consolidation, together itthescription of
the principal risks and uncertainties to which they exposed:

Calenzano, March 12020

Managing Director Executive  officer responsible for the
preparation of the financial statements

Ing. Andrea Cangioli Dott. Enrico Romagnoli
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INDEPENDENT AUDITOR’S REPORT
PURSUANT TO ARTICLE 14 OF LEGISLATIVE DECREE No. 39 OF JANUARY 27, 2010
AND ARTICLE 10 OF THE EU REGULATION 537/2014

To the Shareholders of
EL.EN. S.p.A.

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinion

We have audited the financial statements of El.En. S.p.A. (the Company), which comprise the statement of
financial position as at December 31, 2019, and the statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
the Company as at December 31, 2019, and of its financial performance 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 no. 38/05.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA Italia). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of
the Financial Statements section of our report. We are independent of the Company in accordance with the
ethical requirements applicable under Italian law to the audit of the financial statements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Estimate of inventory provision

Description of key The closing inventories of EI.LEn. S.p.A. as at December 31, 2019 are Euro

audit matters 25,378 thousand, net of a provision for inventory writedowns of Euro 5,024
thousand which, as explained in Note 5 to the financial statements, was
estimated to align the value of the inventories to their net realizable value,
taking into account obsolete and slow-moving inventories.
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The valuation process for the provision is complex, and is based on
assumptions regarding possible excess inventories with respect to their future
use and net realizable value. The valuations are based on estimates influenced
by future expectations referring primarily to the disposal rate of articles in
stock and by market conditions.

Given the significant amount of inventories recognized in the financial
statements and the uncertainties relating to the valuation process, we consider
the valuation of the inventory provision to be a key audit matter.

Audit procedures Our audit included the following procedures, among others:
performed

obtaining an understanding of the significant controls put into place by the
Company to detect and monitor obsolete and/or slow-moving inventories and
to estimate the inventory provision;

examining the appropriateness of the methods adopted by Management for
the estimate as per the applicable accounting principles;

analyzing the assumptions used by Management to estimate the provision;
verifying, on a random sample basis, the accuracy and completeness of the
information used for the estimate;

analyzing the reasonableness of the main assumptions adopted for the
estimate by Management regarding the parameters for future use of the
inventories and the net realizable value;

processing and analyzing the data to develop an accurate, independent
estimate in order to assess whether the estimate made by Management is
reasonable.

Responsibilities of the Directors and the Board of Statutory Auditors for the Financial Statements

The Directors are responsible for the preparation of financial statements that give a true and fair view 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 no. 38/05 and,
within the terms established by law, for such internal control as the Directors determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company'’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless they have identified the existence of the conditions for the liquidation of
the Company or for the termination of the operations or have no realistic alternative to such choices.

The Board of Statutory Auditors is responsible for overseeing, within the terms established by law, the
Company'’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are

free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
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conducted in accordance with International Standards on Auditing (ISA Italia) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

As part of an audit in accordance with International Standards on Auditing (ISA Italia), we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Directors.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance, identified at an appropriate level as required by ISA
Italia, regarding, among other matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence applicable in Italy, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence and, where
applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditors’ report.
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Other information communicated pursuant to art. 10 of the EU Regulation 537/2014

The Shareholders' Meeting of EL.EN. S.p.A. has appointed us on May 15, 2012 as auditors of the Company
for the years from December 31, 2012 to December 31, 2020.

We declare that we have not provided prohibited non-audit services referred to in art. 5 (1) of EU Regulation
537/2014 and that we have remained independent of the Company in conducting the audit.

We confirm that the opinion on the financial statements expressed in this report is consistent with the
additional report to the Board of Statutory Auditors, in its role of Audit Committee, referred to in art. 11 of
the said Regulation.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Opinion pursuant to art. 14, paragraph 2 (e), of Legislative Decree 39/10 and art. 123-bis,
paragraph 4, of Legislative Decree 58/98

The Directors of EL.EN. S.p.A. are responsible for the preparation of the report on operations and the report
on corporate governance and ownership structure of EL.EN. S.p.A. as at December 31, 2019, including its
consistency with the related financial statements and its compliance with the law.

We have carried out the procedures set forth in the Auditing Standard (SA Italia) n. 720B in order to express
an opinion on the consistency of the report on operations and some specific information contained in the
report on corporate governance and ownership structure set forth in art. 123-bis, n. 4 of Legislative Decree
58/98 with the financial statements of EL.EN. S.p.A. as at December 31, 2019 and on its compliance with the
law, as well as to make a statement about any material misstatement.

In our opinion, the above-mentioned report on operations and information contained in the report on
corporate governance and ownership structure are consistent with the financial statements of EL.EN. S.p.A.
as at December 31, 2019 and are prepared in accordance with the law.

With reference to the statement referred to in art. 14, paragraph 2 (e), of Legislative Decree 39/10, made on
the basis of the knowledge and understanding of the entity and of the related context acquired during the
audit, we have nothing to report.

DELOITTE & TOUCHE S.p.A.

Signed by

Neri Bandini
Partner

Florence, Italy
May 14, 2020

This report has been translated into the English language solely for the convenience of international readers
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Report of the Board of Statutory Auditorsin confor mity with art. 2429 c.c. and art. 153 of D. Lgs. n. 58 /1998

To our shareholders,
The Board of Directors of EILEn. S.p.A. herewittegegnts to the Assembly of the company the proposetpany
report as of December 32019 which was consigned to the Board of Statufargitors on March 18 2020.

During the financial year 2019 the Board of Statytduditors conducted its activity in compliancetithe regulations
of the “Testo Unico delle disposizioni in materia di intermediazione finanziaria” (rules for financial intermediaries) D.
Lgs. February 221998 n. 58, D.Lgs. January 22010 n. 39 and in conformity with the operatinénpiples 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@318f 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 account control on the financiahtsiment is the responsibility of the Independendifaus Deloitte &
Touche S.p.A which was confirmed for the auditirfghe financials for 2012 — 2020, by the sharehddmeeting
which met on May 182012, following a proposal by the Board of Statytauditors.

1. Appointment and activities of the Board of Auditors

The Board of Auditors was nominated by the Shamgts! meeting held on May 2019 for the duration of three
years and therefore, until the date of the assewtrtyened for the approval of the financials relatethe year 2021,
in the persons of Vincenzo Pilla (President), P&dselli and Rita Pelagotti (Acting auditors). Dgri2019 the Board
of Auditors conducted the activities assigned &nitby holding 14 meetings and has participated @it or more of
their members in all of the meetings to which is Hmeen called and precisely: 2 shareholders’ ngxtis Board
meetings, 4 meetings of the Risks and Controls Cission and 1 meeting of the Nominations Committad &
meetings of the Remuneration Committee.

2. Activities supervising the observance of the law and the company statutes

The Board of Auditors has periodically obtainednfrdhe administrators, also through their partidggratin the
Shareholders meetings, the Board of Directors, thadvarious commissions, information on the agésitconducted
and on the main economic and financial operatibias lhave been approved and implemented this yese rhy the
Company and the companies belonging to the Grdsp,ia compliance with art. 150, subsection 1 ofFT®n the
basis of the information received, they can reasiynaffirm that the activities voted and carried ave in conformity
with the law and with the company Statute and atenmanifestly imprudent, risky or in potential cbetf of interest or
in contrast with the decisions made by the Assermblyf a nature to compromise the shareholderstgqu

The Board of Auditors has supervised the observagcdie Company of the obligations for supplyinfpimation in
accordance with the laws regarding information thaegulated, confidential or required by the suiging authorities,
all in conformity with the programs and contentdioated by Consob.

Among the significant events which occurred in 20d8scribed in the Management Report for 2019)ttiaBoard of
Auditor’'s deems important to recall consideringithelevance, are the following:

- On January 1772019 the Shareholders’ meeting authorized thehase of treasury stock in compliance with
articles 2357 and 2357-ter cc, to be concludetiwil8 months from the date of the resolution, e @r
more sets for a maximum number of ordinary shaféseoCompany which, in any case shall not excees o
fifth of the capital stock (which on the date o tfesolution amounted to 501.734,22 Euros); irticalao this
resolution the Board of Auditors released theihatization as described below.

- On April 1 2019 PENTA Laser Technology (Shangdong) Co., L&s founded., which is owned 100% by
the subsidiary Penta Laser Technology (Wenzhou) IGd.

- On May 1%' 2019 the Shareholders’ Assembly of EL.En. S.pphraved the financials for 2018 and voted to
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allocate all of the net income for 2018 for an antoaf 2.814.039,00 Euros to the distribution ofidénds to
the shareholders and to distribute to the sharesdnlation on the date the coupon came due, M&Y2919,
in compliance with art. 2357-ter, second sub-sectivil Code, a dividend of 0,40 Euros gross, éach
share in circulation for an overall amount of 7.888,80 Euros and using for the missing part, ariogrio
4.904.949,80 Euros, the extraordinary reserve mad# retained earnings from the preceding years.

- This same Assembly also resolved to approve theimemation report including the incentives ex a3-ter
T.U.F. as well as the appointment of the Board oflifors and the president for the three-year pe2idto-
2021 and the determination of the relative salaries

- On June 192019 the subsidiary Quanta System S.p.A. concltitegiurchase of 70% of the capital stock of
“Galli Giovanni & C. Srl”, a company specializedtime manufacture of very high precision mechanjeats,
for an amount of 350 thousand Euros.

- In the month of July 2019 they concluded the openatfor the transfer of the activities of CutlRenta and
Ot-las to new, larger buildings in Prato.

- On September 142019 the first opportunity occurred for picking the stock options assigned by the Board
of Directors of EI.En. spa with the resolution oep&mber 18 2016 in implementation of the Stock Option
Plan 2016-2025, resolved by the shareholders’ dsiyeimeld on May 19 2016. After several of the
beneficiaries of the stock option plan 2016-2025to@ed above effectively picked up the options2019
the Company issued 225.338 shares for a nominabatmaf 29.293,94 Euros and cashed 2,8 million as an
increase in capital with additional paid. The pigkiup of the options in accordance with the plamiooed in
2020, and overall, up until the date of the appra@fahe Management Report, they issued 245.46tharyg
shares for a nominal amount of 31.910,19 Euros aaghed in 3,1 million as an increase in capitahwit
additional paid.

- In the months of September and October 2019, the faetories of the subsidiaries Asclepion Laser
Technologies at Jena in Germany and Asa in Vicerera inaugurated; the factory in Jena is intendedHe
manufacture of laser systems for medical, aesttatit surgical applications, and that at Vicenzathar
production of laser systems for physical therapy mathabilitation.

- On November 27 2019 they reached an agreement with the main ityjnshareholder of the Chinese
activities for the purchase of their share in tbimtj ventures in Wenzhou and Wuhan. The operatias w
conducted in two phases: in the first one, Pentet&/enzhou acquired 100% of the equity in Pentati@n
Wuhan from Ot-las Srl and the Chinese minority shafders, then in December of 2019, the secondephas
which Ot-las bought 29,7% of Penta Laser Wenzhohiclhv was concluded finally in early 2020. On
December 312019 the residual debt of Penta Laser Wenzhourtbtiérd parties included in the net financial
position amounted to 1,7 million Euros.

The Board of Auditors moreover acknowledges thayth
- Issued their approval concerning the acquisitiontrefisury stock voted by the shareholders’ meeting
January 1% 2019;
- Have formulated their own proposal at the assendbli£l.En. Spa for the appointing of the new audjtin
company in compliance with articles 13 and 17 dfd3. January 272010, n. 39 for the nine year period
2021 — 2029.

3. Supervising activity of the respect of the principles of correct administration and the adequacy of the
organizational structure

The Board of Auditors has acquired knowledge argl qupervised the adequacy of the organizationattsire, the
respect of the standards of correct administrattbr, adequacy of the instructions given by the Camgpto its
subsidiaries in compliance with art. 114, sub-sect? of the TUF, by acquiring information from tipersons
responsible for the correct functioning of the camp and by meetings held with the Independent Auslias part of
the reciprocal exchange of relevant data and irddion.

The organizational structure of EL.LEn. S.p.A., dislowing the introduction of the new position General Director,
was deemed to be adequate overall in terms oftatejgrocedure and competency in relation to theedsions of the
company and the type of activity they conduct. Ftbmexchange of information which took place befmwée Board
of Auditors (or single auditors) of the subsidiari@uanta System S.p.a., Lasit S.p.a., Ot-las Sutilite Penta S.r.l.,
Deka MELA S.r.l. and Esthelogue S.r.I. no critiel@ments emerged.

The Management Report, which contains informateaeived during the meetings of the Board of Directnd from
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the Managing Director, the General Director, thenagement, did not reveal the existence of any wusnd/or
atypical operation with the companies of the Growith third parties or with related parties.

3.1 Self-evaluation process

The Board of Auditors has correctly fulfiled theduty to conduct a periodical self-evaluation relyag its

composition, independence and size on the bagtsedorme di Comportamento del Collegio Sndacale (Regulations
for Boards of Auditors) recommended by the CNDCE&glation Q.1.1 relative to the self-evaluationtte board and
the periodical internal process of evaluation comiog the suitability requirements for its membearsd the Self-
disciplining Code (Applicative criteria 3.C.1).

The self-evaluation process took into consideratlmn subjective profiles of the single componemtd the overall
body, in relation to its quantitative compositigualitative composition, independence, honorabilitypfessionalism,
diversity, time available, and remuneration andctated with a positive result in terms of confoymiio the

requirements established by the current laws.

The Board, moreover has acknowledged the posititeome of the evaluations in terms of composit@imensions,
and functions of the Board of Directors and the ootiees with particular attention to the requiretsefor the

independent administrators and the determinatidgheofemuneration.

4. Supervising activity on the system of internal controls and risk management.
The Board of Auditors supervised the adequacy ®flfstems of internal control and risk management b

- Meeting with the top management of EI.LEn. S.p.atlie purpose of examining the system of interoaliols
and risk management;

— Holding periodical meetings with the internal aodst for the purpose of evaluating the methods dsed
planning the work, based on the identification amdluation of the main risks present in the proegssd the
organizational units;

— Examining the periodical reports made by the Cdntranagers and the periodical information sheestseid
regarding the outcome of the monitoring activity v implementing of the corrective actions thatreve
required.

— Acquiring information from the managers responsifie the company functions of EL.LEn. S.p.a. and the
Group in order to examine the results of the veaifons they had conducted, also for the purpodssoing
information reports, in relation to the activity nitoring the company risks. .

— Meeting with the controlling bodies of the subsigli@mompanies in compliance with sub-sections 1 2aral
art. 151 of the TUF during which the Board of Awd# acquired information on the events deemed to be
significant which involved the companies of the Gr@nd the systems of internal controls;

— Having joint encounters with the Supervising bogyDel gs 231/2001 of EL.LEn. S.p.a;

— Having discussions about the results of the wortheflndependent Auditors;

— Participating regularly in the work of the Contesld Risks Commission of EI.En. S.p.a. and wheregqaired
by the topics, by joint discussions on them with tommission.

While conducting their control activities the Boanfl Auditors has maintained continuous contact wviite control
managers.

The Internal Audit function of El En spa operates the basis of an annual plan. The annual plamegfivhich
activities and processes will be subjected tolab&sed verification. The plan was approved byBbard of Directors
who voted on November ££019.

The activities conducted by the function during tfemar covered the entire range of the scheduleditad. No
significant issues emerged from this activity.

The Board of Auditors recognizes the fact that ahmeports of the Control Functions conclude wittiagorable
opinion concerning the overall organization of ithiernal controls.

On the basis of the activity conducted, the infdforaacquired and the contents of the report madéhb control
functions, the Board of Auditors believes that &are no issues sufficiently critical to invalidéte organization of the
system of internal controls and risk management.

5. Supervising activity of the administrative accounting system and on the process of financial infor mation

The Board of Auditors, in its function as Committie internal controls and auditing, in complianséh art. 19
D.Lgs. n. 39/2010, has monitored the process arifiecethe effectiveness of the system of intercahtrols and risk
management as far as the financial informationmsp@re concerned.
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The Board of Auditors, on the occasion of the apimeént by the Board of Directors of the Executiviicer
responsible for the preparation of the financiateshents, gave their favorable opinion in compkawith art. 154-bis
D. Lgs. 58/98.

The Board of Auditors has periodically met with tBeecutive officer responsible for the preparatidrihe financial
statements in order to exchange information coriegrine administrative-accounting system and thiab#ity of this
latter for the purpose of correct representatiothefmanagement facts. The Board of Auditors hss @kamined the
statements of the General Manager and the Execotiicer responsible for the preparation of theafinial statements
in compliance with art. 154 bis of the TUF.

The Board of Auditors did not find any evidence defects which could invalidate the opinion of adeguand
effectiveness in the application of the administeaiccounting procedures.

During the periodical meetings with the Board ofdiars, the managers of the Independent Auditaadt report any
critical situations inherent to the administrateed accounting procedures of the Company that ciowalidate the
internal controls system.

6. Supervising activity on the operationswith related parties and inter-Group.

The main operations conducted with related pardied inter-Group are reported in the Explanatoryesidb the
financial statement.

The Board of Auditors recalls that, in complianciéhvthe resolution voted on November™2010 by the Board of
Directors, the Commission for Controls and Rislsalonducts the functions related to operationk vétated parties
and monitoring of situations of conflict of intetahat have been assigned to it by the role atihio independent
administrators by art. 4, sub-section 3 RegulatiforsRelated Parties Consob and the nieegolamento interno
relativo alle operazioni con parti correlate of EI.En. S.p.a. which was approved on the sane alad recently modified
on March 14 2019.

The Board of Auditors also supervised conformitytmthe procedures with related parties to the mteday laws now
in force and their correct application.

They found that, from the information received frttme administrators and from the conversations véfiresentatives
of the auditing company, there were no atypicalmusual operations conducted with companies ofttwaup, related
parties or third parties during 2019 or after tlesere of the financial year.

In compliance with art. 4 sub-section 6 of the @insegulations containing instructions regardingragions with
related parties (adopted with resolution 17221 @wd¥l 13' 2010 and later modified) they supervised the conity of
the procedures used by the Company (by means efpihioval of the special regulations) to the ppfes indicated in
the Consob Regulations mentioned above as welleastiservance of their rules.

The Board of Auditors has verified the adequacythenbasis of the evaluation method being useti@ptocess used
for the impairment tests in order to be able taniie the existence of any losses of long-duratiorvalue that are
entered among the assets of the company.

The Board of Auditors believes that the internalgedure used by the Parent Company for the purgiosemplying
with art. 15 of the Market Regulations, which wa®pted with resolution n. 20249 of Decembel' 2817 (after the
preceding art. 36 of Market Regulations, which badén adopted with resolution n. 16191 in 2007)elation to the
regulations governing the conditions for quotatidparent companies controlling other companies dha founded or
regulated by the laws of countries that do not hglto the European Union and are of significantdrtgmce for the
consolidated financial statements, is adequate.

7. Methodsfor the effectiveimplementation of the rules of Corporate Governance
While carrying out its functions, the Board of Atais, in compliance with art. 2403 of the Civil Godnd with art. 149
of the TUF, supervised the methods for the effectimplementation of the rules for Corporate Goveceain
accordance with the ethics code which EI.LEn. hataded that they follow. EL.LEn. S.p.a. adheresi$elf-disciplining
Code promoted by the Borsa lItaliana S.p.A.; therBad Directors has nominated two independent adnators and
has set up the following committees: NominationsnBottee, Remuneration Committee, and the Controts Risks
Committee, and in conformity with art. 123-bis b&tTUF has issued the annual “Report on Corporatef@ance and
Ownership” in which they supply information concieg

— The practices of corporate governance that araiygtapplied;

— The main characteristics of the system for intecaaitrols and risk management;

- The mechanisms relating to the functioning of th@ar8holders’ meeting, its main powers, the rigltshe

shareholders and the ways in which they can exetbam;
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— The composition and the functioning of the admiaiste and controlling bodies and the independent
commissions as well as all of the other informatimive supplied in conformity with art. 123-bis dé&JF.
The Board of Directors approved the Report on CatgoGovernance and Ownership” on March 12020.
The Board of Auditors has verified the correct &gilon by the Board of Directors of the criteriadathe procedures
adopted to evaluate the independence the indepeademnistrators in compliance with. 3.C.5 of thef®isciplining
Code.

8. Supervision activity of the auditing of accounts

In compliance with art. 19 del D.Lgs. 39/2010 theaRl of Auditors identifies itself also in the Coiitiee for internal
controls and Auditing and has conducted the reduaivity of supervision on the auditing of thenaal accounts and
the consolidated accounts.

The Board of Auditors met periodically with the gmbndent Auditors, Deloitte & Touche S.p.A. alsacamformity
with art. 150, sub-section 3, of the TUF for thegmse of a reciprocal exchange of information. Bgithese meetings,
the Independent Auditors did not discover any acticts that they deemed inappropriate or irregoifahat required
specific reporting in compliance with art. 155, sdztion 2 of the TUF.

The Board of Auditors met with Deloitte on Janu@8' 2019 and examined the Deloitte’s annual AudititanFof
El.LEn. S.p.a. 2018 for their professional opiniontibe consolidated half-yearly financial staten&rthe EI.LEn. Group.
The auditing company issued a report on the auyfdfrthe half-yearly financial statement withoutding any defects.

The proposed financial statement for the finangidr ending on December 82019, including the Management
Report drawn up by the administrators, as wellhesdeclaration of the Managing Director and thedakge officer
responsible for the preparation of the financiatesnents, was brought in for the approval of tharBmf Directors at
a meeting held on March 2020 and was entirely placed at the disposale@Btard of Auditors.

It should be noted that with several different presleases the Board of Auditors informed the dt@ders and the
markets regarding the postponement, caused by rtieegency related to the spread of the Covid-19syinf the
preparation and publication of the financial docateeas well as for those related to the convocatibrithe
shareholders’ assembly for their approval which baen set for Jund"£2020 and June 8020 respectively for the
first and second convocations , in compliance #ithCompany statutes and current regulations.

On May 14" 2020 the Independent Auditors, in compliance wvéth 14 del D.Lgs. 39/2010 and art. 10 of the
Regulations (EU) n. 537/2014 issued the auditipgres on the financial statement of EI.En. S.pnal the consolidated
financial statement of the EI.En. Group for theryeading on December 320109.

As far as the opinions and attestations are coerdertie Independent Auditors in their report on dheiting of the
financials:

— Issued an opinion stating that the separate fiearstatement of ELLEn. S.p.a. gives a true andecobrr
representation of the statement of financial positis of December 32019, of the economic result and the
cash flow for the year ending on that date in confty with the International Financial ReportingaBtiards
used by the European Union as well as the reguktissued in implementation of art. 9 of the D.Lgs.
38/2005;

— Issued an opinion on the consistency in which i wamonstrated that the Management Report and ebme
the specific information contained in the reporttbe Corporate Governance and Ownership are censist
with the Separate financial statement of El.En.s5.gated December 32019 and have been drawn up in
conformity with the law;

— Declared, as far as any errors in the ManagemembRare concerned (art. 14, co. 2, letter €) D392010),
on the basis of their knowledge and understandinthe Company and its relative context, that thayeh
nothing to report.

The Independent Auditors presented a declaratiandefpendence to the Board of Auditors, in compléawith art. 6
of the Regulations (EU) n. 537/2014, from whiclkmterged that there were no situations which mightpromise the
independence.

The Independent Auditor, Deloitte, was also charggith the following tasks during 2019, the costs ¥ehich, as
reported in the attachment to the financial statgme compliance with art. 14@9uodecies of the Regolamento
Emittenti, have been entered in the income statement.
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Feesfor services

Typg of Company that performed the service Client note In 2019
service (thousands of
Euro)

Audit Deloitte & Touche SpA ELLEn. SpA 60

Cert!ﬂcatlon Deloitte & Touche SpA ELEn. SpA (1) 18

services

Other services Deloitte & Touche SpA ELEn. SpA (2) 0
Total 78

(1) Revision of the non-financial statement
(2) Methodological assistance in relation to the adoptf IFRS 16.

9. Remuneration policies

The Board of Auditors verified the company processgich have led to the definition of the remunierapolicies of
the company, in particular in relation to the ManggDirector, the General Director and the manageétis strategic
responsibilities. The Nominations committee and Remuneration committee reported to the Board aobdors
meeting held on March $32020.

10. Omissions, reprehensible facts, opinions given and initiatives undertaken

During the financial year 2019 the Board of Auditalid not receive any reports in conformity witth 2408 C.C. nor

did it receive complaints from third parties.

The Board of Auditors released the required opimionconformity with the laws now in force.

During the activity they conducted and on the basihe information received they found no omissioreprehensible
facts, irregularities or, in any case, circumstartb@t were sufficiently significant so as to regudeing reported to the
supervising authorities or mentioned in this report

11. COVID-19 virus emergency

In the Management Report, the administrators rieféhe health emergency caused by the spread dfdhena virus
COVID-19 and the effects it has had and will have the activities of the Group. In mid-January thkirnése
subsidiaries had to suspend their operations amdghead of the virus to Italy and to the rest ofdpe blocked the
sales in Italy and caused the cancellation of faymposiums and other events as well as the aiionl of commercial
vehicles.

After we had already drawn up the financial statetsiethe Company sent updates several times tontrk&et the
market concerning the evolution of the situationitef Group which reported a gradual improvemerhénsituation of
the Chinese subsidiaries and a worsening of th&etsain the rest of the world.

However, the administrators wish to point out tlesen though this emergency makes it very comgcsd make any
predictions about the trends of the financial rissof the Group, the level of capitalization of tBempany and the
Group and the net financial position are such thay believe that the short-term economic and irrequilibrium
will not be compromised even in the case of a figant reduction in sales volume with the same bead for which,
also on account of the various measures taken dylifferent governments in order to sustain the gamies in this
exceptional circumstance, and that the Group is tbintervene to decrease their incidence. ThedBobAuditors has
no reason to disagree with these evaluations ansiderations expressed by the Board of Directors.

12. Proposal for the destination of the net income for thisyear

The Board of Auditors wishes to point out that mftee approval of the financials, on the™2df April the Board of
Directors, as a cautionary step and despite thguade level of capitalization of the Group, votedsuspend the
resolution for the distribution of dividends whidtad been approved on March™3020 and to propose to the
shareholders meeting to allocate all of the nedrime for 2019 to an Extraordinary Reserve, addiryemver, that this
decision was dictated by the change in the globahemic scenario which had intervened in the maantiecause of
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the spread of the pandemic as well as, in condideraf art. 1 lett. i) D. L. 8 April 2020, n. 23:irelation to the
possibility for all the companies of the Group tavh access to the temporary measure sustainingaste of the
companies only in the absence of the distributibdividends by the companies.

13. Conclusions

Bearing in mind the situation described above,Bbard of Auditors, in consideration of the conteotshe reports
issued by the Independent Auditors and the joiatestents of the Managing Director and the Executiffecer

responsible for the preparation of the financiateshents, expresses a favorable opinion for theoapp of the

financials of EL.LEn. S.p.a. as of Decembef' 2D19 and the allocation of the net income as testhy the Board of
Directors on April 24.2020.

Florence, May 14 2020

The Board of Auditors
Dott. Vincenzo Pilla, President of the Board of Aack.
Dott. Paolo Caselli, acting auditor

Dott.ssa Rita Pelagotti, acting auditor
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