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Quarterly report

Introduction

This quarterly report as of March 32016 for the EL.LEn. Group was drawn up in commié@mith to Art. 154-ter of
Legislative Decree 58/1998 and later modificatiaasvell as the regulations for listed companieseidsy Consob. This
document contains the information usually inclubdgdhe company in the preceding quarterly reports.

The task of examining the data and the informapi@vided in this report has not been assigneddegendent auditors,
because, as of this writing, it is not compulsory.

The quarterly results as of March®32016 are shown in comparative form with thosetfier same quarter last year. All
amounts are expressed in thousands of Euros wtlessvise indicated.

Alternative Non-GAAP measures

In compliance with the CESR/05-178b recommendaticegarding alternative performance indicators, Gwup

presents, in addition to the financial measuresired by the IFRS, some of the measures derived flese latter but
not required by the IFRS (non — GAAP measuresgs€éhmeasures are defined here for the purposeitifating a

better evaluation of the performance of the Grong should not be considered alternatives to thegeired by the
IFRS.

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

- the earnings before interests and income taxesr EBIT represents an indicator of operating penfance and is
determined by adding to the Net income (loss) liergeriod: the income tax, the other net incomedadges, the quota
of the earnings of the associated companies, tlamdial income/charges;

- theearnings before income taxes, devaluations, deprations and amortizationsor “EBITDA”, also represents an
indicator of operating performance and is deterchin®y adding to the EBIT the amount of “Depreciasip
Amortizations, accruals and devaluations”;

- thevalue addedis determined by adding to the EBITDA the “costpersonnel”;

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

- theincidencethat the various entries in the income statemawe lon the sales volume.

As alternative performance indicators to evaluteapacity to meet their financial obligationg Group uses:

- thenet financial position which is: cash available + securities entered lasent assets + current financial
receivables — debts and non-current financiallitéds - current financial debts.

The alternative performance indicators are measises by the company to monitor and evaluate thfenmeance of the
Group and they are not defined as accounting mesither in the Italian Accounting Standards othm IAS/IFRS.
Consequently, the determining criteria applied ey Group may not be the same as that adopted lgy offerators
and/or groups and for this reason may not be coalybar



Description of the activities of the Group

ElL.LEn. SpA controls a group of companies operaitinthe field of manufacture, research and develogrdistribution

and sales of laser systems. The structure of tbeshas been created over the years as a reghk édunding of new
companies and the acquisition of the control oerghEach company has a specific role in the geaetwities of the

Group which may be determined by the geographies @ covers, or by its particular merchandisén@jor even by a
broader range of activities including differenthaologies, applications and geographical markdis. activities of all of
the companies are coordinated by the Parent Compadthyan aim to improve coverage of the selling keés by

optimizing the dynamism and flexibility of the slagbusiness units without losing the advantagesa ainified

management of the technical, managerial, commeaidifinancial resources.

The Group conducts its activities in two major eextthat of laser systems for medicine and adsthetnd that of laser
systems for manufacturing uses. In each of thesestgtors the activities can be subdivided intoreags which differ

according to the specific application required frém system and consequently for the underlyingrtelogy and the

kinds of users. Within the activity sector of theoGp, which is generally defined as the manufactéilaser sources and
systems, the range of clients varies consideraddpecially if one considers the global presence¢hef Group and

therefore, the necessity of dealing with the speeiguirements which every region in the world hathe application of

our technologies.

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

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

management personnel as minority shareholderfieie$sence of the complex structure of the Grbapiever, this

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




Besides the main company activity of selling laggtems, there is also an after-sales customestasse service which
is not only indispensable for the installation andintenance of our laser systems but also a safin@venue from the
sales of spare parts, consumables and techniGsicass.

The expectations for growth of our two main macrarkets lie at the foundation of the constant grathétt the company
has registered in the past few years and the pesitlook for future development. In the medioadter there is an
increased demand for aesthetic and medical tredsnfierm an aging population which wishes to appeamger; at the
same time there is also an increase in the denmartddhnologies that are capable of reducing torénmum the duration
of some of the surgical operations or to incre&sdr teffectiveness and reduce the impact on thiergatminimally-
invasive procedures) and reduce the overall cdstghe industrial sector, laser systems represantnareasingly
indispensable instrument for manufacturing techgiel® that are both flexible and innovative and ateal for
manufacturing companies that are competing onritexriational markets and wish to raise their ga@ié standards.
While continuing in the traditional manufacturingarket, laser systems represent a hi-tech compaonigich thanks to
the continual innovation of the laser product amel grocesses which the laser makes possible, fffieificant prospects
for growth.

The division of the Group into multiple companiésoareflects the strategy for the distribution loéit products and the
coordinating of the various research and develop@ed marketing activities. In fact, particulartythe medical sector,
the various companies which, through acquisitiblase gradually become part of the Group (DEKA, Apn, Quanta
System, Cynosure which left the Group at the end?@f2 and Asa) have always maintained their owrciape
characteristics as far as the product typologysegient and their own distribution network whiclnidependent from
those of the other companies in the Group. At #mestime, each one has been able to benefit frerartss-fertilization
which the research teams have had on each other,ctieating centres of excellence for certain $pet@chnologies
which were made available also to the other congzaof the Group. Although this strategy makes mememt more
complex, it is chiefly responsible for the growthtlee Group which has become one of the most impbitompanies in
the field.

It should also be recalled that, with the excellmttook for growth on our main selling markets tBroup has been able
to acquire significant portions of the market anglate new market niches thanks to their capacitynfoovation; in fact,
the ability to innovate and to propose new produdtich allow new applications are the chief critifzctors for success
on our markets and have represented El.En’s manpebttive edge since its foundation in 1981.



Group financial highlights

The first quarter of 2016 registered a consolidatdds volume of 55 million, showing an increasalmut 14% over the
first quarter of 2015 and an EBIT of 6,7 million anmting to 12,2% of the sales volume which alswdéased sharply,
by about 51% over the first quarter of 2015. Consetjy the phase of rapid growth and the high Ie@fgirofits shown
last year have continued in 2016.

The EBIT was over 10%, a target amount which isrofeferred to for the best performance of the @rdine excellent
results are derived from the positive performantealbthe activity segments in which the Group ates. Although

certain activities showed an exceptional increassles volume and profitability, it was the pesitcontribution of each
of the individual companies to the income of theo@@r that made it so significantly higher than tehbwn for the

financial years preceding 2015. The same investsnehtch, from 2008 to 2012 allowed us to open axuloze new

business areas, that in the years of crisis hadsaifered significant operating losses, decreagiagorofitability of the

group, are now fully displaying the potential thats expected from the beginning and confirm thetetyy used by the
Group. We are pursuing company growth by idemyand developing diversified niches for our tedbgies in our

main markets: laser systems for medical applicatenmd sources and systems for industrial applicaiistended for the
manufacturing market. Moreover, we are continuatiyesting in research activity in order to be ahdeexcel in

innovation which is part of the product to the exteo which we improve our systems technologicalhy part of the
process to the extent to which the innovative tetdgies and the meticulous applicative studies mak#ementation

possible for new medical applications or manufastuprocesses.

The macro-economic conditions remained substaytiallourable during this quarter with a lively demdaon most of
our target markets. In this regard, attention sthdaal called to the Italian situation and the exstlresults registered on
our local markets thanks mainly to the cash ananiimg now available to our clientele which remdipesitive during
the first months of the year. In the past we hdtenomentioned the fact that in the years of cttisesdrop in demand is
determined by a series of factors, among whictlrétdeced availability of credit is one of the mostical.

The position of the Group on their target markstighly competitive thanks to their ability to ate a competitive edge
through a systematic research activity aimed aeldging innovative products or technical and apian innovations
of pre-existing products. When new technologies amalications are available the general difficslttd the market can
be overcome by the unique qualities of the protettg offered. The ability to offer numerous produihat are at the
beginning of their life cycle makes it possible teaintain a high level of attractiveness for theemtele and,
consequently, increased profitability from salbsistreducing the effects of the ordinary dynamiosarket pressure on
products in a more advanced phase of their liféecicwhich even a hi-tech activity like ours is,any case, subjected.
The dynamic nature of the offering is clearly péred by the markets and the clientele which havearded our efforts
in this direction and have made possible the reghht we are about to comment on below. Furthemenwill give a
detailed analysis of the areas and the productshwhave made the most important contribution tordwilts of the
Group.



The chart below shows the income statement fofitkiequarter of 2016 shown in comparative formhatite results for
the same quarter last year.

Income Statement 31/03/1¢ Inc.% 31/03/1t Inc.% Var.%
Revenues 55.23: 100,0% 48.51: 100,0% 13,9%
Change in inventory of finished goods and WIP 784 1,4% 887 1,8% -11,6%
Other revenues and income 744 1,3% 391 0,8% 90,3%
Value of production 56.75¢ 102,8% 49.78¢ 102,6% 14,0%
Purchase of raw materials 27.35¢ 49,5% 25.98( 53,6% 5,3%
Change in inventory of raw material (434, -0,8% (1.783 -3,7% -75,7%
Other direct services 4.43¢ 8,0% 3.35] 6,9% 32,4%
Gross margin 25.40( 46,0% 22.24: 45,8% 14,2%
Other operating services and charges 7.29¢ 13,2% 6.93( 14,3% 5,3%
Added value 18.10¢ 32,8% 15.31: 31,6% 18,2%
For staff costs 10.43¢ 18,9% 10.01: 20,6% 4,2%
EBITDA 7.66¢ 13,9% 5.301 10,9% 44, 7%
Depreciation, amortization and other accruals 94¢ 1,7% 84t 1,7% 12,3%
EBIT 6.721 12,2% 4.45¢ 9,2% 50,8%
Net financial income (charges) (811 -1,5% 1.79¢ 3,7%

Share of profit of associated companies (96) -0,2% 55 0,1%

Other Income (expense) net 0 0,0% 0 0,0%

Income (loss) before taxes 5.81: 10,5% 6.30¢ 13,0% -7,8%

The chart below shows the net financial positiothef Group:

Net financial position

31/03/201! 31/12/201!
Cash and bank 41.59¢ 46.99(
Financial instruments 1.97¢ 1.96¢
Cash and cash equivalents 43.57: 48.95¢
Short term financial receivables 72 22z
Bank short term loan (8.543 (11.593
Part of financial long term liabilities due withlr2 months (2.924 (2.770
Financial short term liabilities (11.467 (14.363
Net current financial position 32.17¢ 34.81:
Bank long term loan (1.635 (1.831
Other long term financial liabilities (2.983 (3.167
Financial long term liabilities (4.617 (4.998
Net financial position 27.56( 29.81¢




Operational performance

The table below shows the sales volume for the fineee months of 2016 divided by sector of acgtivif the Group
compared with that for the same period last year.

31/03/2011 Inc% 31/03/201! Inc% Var%
Medical 38.13¢ 69,05% 34.19: 70,48Y 11,55%
Industrial 17.09. 30,95% 14.32( 29,52Y 19,35%
Total 55.23: 100,00% 48.51: 100,00% 13,85%

Both of the activity sectors of the Group showed@a-digit increase. The growth in the industriattee is close to 20%.

The chart below shows the sales volume for thistqguaccording to geographic distribution.

31/03/2011 Inc% 31/03/201! Inc% Var%
Italy 10.50¢ 19,03¥% 7.51: 15,48% 39,91%
Europe 9.04¢ 16,37% 9.107 18,77% -0,69%
Rest of the world 35.67¢ 64,60 31.89¢ 65,75% 11,87¥%
Total 55.23: 100,00% 48.51: 100,00% 13,85%

For the reasons described above, the most impagtantth, close to 40% was registered on the Itatiemnket, thanks to
the increased propensity to buy along with the alipg selection of products offered on the Italraarket both in the
industrial and medical sectors.

There was also interesting growth in the non-Euaopmarkets; the European markets, on the other, hamdined stable
mainly due to the complex social and economic d@mh present in countries like Turkey and Rusdicty up until a
short time ago, were among our best clients.

For the medical and aesthetic sector, which reptasere than 69% of the sales of the Group, theltem the various
segments are shown on the chart below.

31/03/201! Inc% 31/03/201! Inc% Var%
Aesthetic 16.92¢ 44,39Y 16.73¢ 48,94% 1,16%
Surgical 9.83( 25,77% 7.95:% 23,26% 23,60%
Physiotherapy 2.13¢ 5,60% 1.93:¢ 5,65% 10,57%
Dental 10t 0,27% 177 0,52% -40,84Y
Other medical lasers 69 0,18% 0
Total medical systems 29.06¢ 76,229 26.79% 78,37% 8,48%
Medical service 9.07( 23,78% 7.39¢ 21,63% 22,66%
Total medical revenue 38.13¢ 100,00% 34.19: 100,00% 11,55%

Overall growth was over 10% and, as occurred irb2@&s mainly due to the penetration of the sutgiegment.

There were, in particular, two application disaiglé for our systems that allowed the surgical se¢ot@xceed 20% in
growth: gynecology and urology. Mona Lisa Touchy eystem that introduced the use of lasers fortithatment of
vaginal atrophy showed further growth and consédidahe international leadership of Deka for thgplecation. In fact,
the quality of CQ laser source emission which is its main elemdrd, fgrestige of the clinical studies which have
demonstrated its effectiveness and the partneffshiped for the distribution, in particular with Gysure Inc, for the
United States, Canada and some European compamiesnimde it so that Mona Lisa Touch has createemamarket
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and been able to keep their leadership in it thnomgr efforts to continually improve all of the asgs that had made it
successful.

A different approach has been used to achieve @bdekship in the lithotripsy segment in which QaaB8tystem
represents the technological point of referencenfonerous important companies specializing in seistor. For their
OEM systems, in order to place their own brand oddpcts on the market these companies have chdwen
characteristics of the Quanta product, in partictii@ so-called “dusting” which helps the surgebatter the kidney
stone with the laser beam. Consequently, althougdn@ System sells only a fraction of the systdmasthey produce
under their own brand name they are, in any chsealbsolute leader in the field.

The aesthetics sector showed a slight growth wiigh a good result in consideration of the fact gzt of the revenue
from after-sales service is attributed to it siitcecludes the numerous upgrades of systems tieatlaeady installed.
This activity allows the clients to update theistggns at a much lower price than the purchasenefrasystem and, for
the Group represents an activity with a good pofitrgin that builds company loyalty with a typectiént who would
not be able to afford an investment in a new system

A unique characteristic of the EI.LEn. Group is theiulti-brand approach to the market with threeemehdent but
coordinated business units. These different ursiestheir own independent distribution networks lec@ on the market
the products that are the results of the developamah manufacturing activity conducted in their olaatories. From the
point of view of the characteristics of the goo@inl offered this type of organization allows fbe tmaximum range of
products, highlights the excellence in the paréicukechnologies chosen by each research team amdofes their
creativity; from a commercial point of view it féitates an in-depth penetration of the market tisatiokthe appreciation
that each brand receives for its unique qualitibéchvare distinctly perceived by the clientele. &yexisting on the
market each brand and/or business unit is ablatisfis the most diverse requirements of the clienter quality, image
and price.

The three business units are: Deka, which diseb@ll over the world the products made in the Ma@mpany’s
Calenzano factory, Quanta System, with Headquaime8olbiate Olona (Varese) and Asclepion with Hpadters in
Jena, Germany. As part of their policy of havingaage of products in continual evolution, in Fetiyuof 2016 the
Group launched Deka’'s new depilatory system, theuBI®AX which features painless hair removal usitexandrite
lasers. Moreover, the launching phase of QuantéeBys Discovery Pico continued with success; thisteam features a
technology that augments the effectiveness of ¢ngowval of pigmented lesions and all colors of tatan March we
obtained FDA clearance for sales in the UnitedeStaf\sclepion consolidated their leadership onntiaeket for hair
removal devices with their diode laser systemskbdo the Mediostar system and its sales on tlriational markets,
in particular in the Far East, and to their capatit penetrate the Italian professional aesthatiesket, where the
Esthelogue brand has become a point of referenee¢adthe quality of both the product and the suppmvided by the
Esthelogue specialists to their clientele.

The physical therapy sector started growing ag@i#.1The Group operates in this sector through ASA/icenza, a
leader in this market sector thanks to the qualitthe products and the customer assistance ofterdlie clientele. In
this quarter there was a return to a good levelabivity in the United States and of sales of tighfpowered systems
with HILT technology. The dental sector declined amow represents a marginal area for the Group.

Again this quarter the increase in sales volumeftar-sales services and sales of consumablesigaificant. Besides
the normal growth which is expected from the inseen the number of installations, the contributicom the sales of
consumables, in particular disposable optical fibesed in urological surgical operations, was ficant. Also, as

mentioned above the upgrading activities on preshioinstalled systems and, in particular, on systeised for aesthetic
hair removal applications, were intensive.

The chart below shows the breakdown of the salesnefor the industrial applications sector acaogdio the segments
in which the Group operates.

31/03/2011 Inc% 31/03/201! Inc% Var%
Cutting 11.99¢ 70,19¥% 9.41¢ 65,75% 27,419
Marking 2.89( 16,91% 1.97¢ 13,78% 46,41%
Laser sources 138 0,78% 1.26% 8,84% -89,45%
Conservation 57 0,33% 61 0,43% -7,38%
Total industrial systems 15.07¢ 88,21% 12.71¢ 88,79% 18,56%
Industrial service 2.01¢ 11,79% 1.60¢ 11,21% 25,63¥%
Total industrial revenue 17.09: 100,00% 14.32( 100,00¥ 19,35%
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The main segment is cutting which exceeds 70%e&étes volume. The joint ventures in China at Wwdrad Wenzhou
for flat cutting of metal were the main drivers tims growth. The recessive phase that was causeithebyChinese
financial crisis during the middle of 2015 has nlo#en overcome and the segment registers a viggrouwgh. It should
be recalled that the two factories are supposeetadrving only the local market and, during 201énglwith the
commercial activity which up to now has been coreld@t the headquarters in Wenzhou there will Bsg@roduction
activity conducted in the factory which is now unaenstruction which will significantly increaseettimanufacturing
capacity.

Excellent results were obtained by Cutlite Pentéclyhin the cutting segment, is specialized in@nufacturing niche

of cutting flat and rotary dies and plastic cuttiadield in which they have obtained, both inyitahd the rest of Europe,
a significant position on the market. The compamgsults confirm the progressive growth, followitige economic

recovery in Italy and the rest of Europe, of salEsvestment goods for industry and the demanchfachine tools in

general.

The marking sector, for which the Group has impurtachnologies both from a point of view of RFelasources as
well as those with beam delivery optical scannalsp showed growth. The Group companies operateandistinct
sectors, that for marking and decorating largeas@s (prevalently Cutlite Penta with its Ot-lasnoraystems for fabrics
and leather) and that for identification marking which Lasit of Torre Annunziata operates succdlysfand is
increasingly dynamic in their ability to offer castized solutions to the clientele. The company &twan increase in
sales volume and in profits also in this quarter.

The decrease in the laser source segment was dlwe very significant order delivered in the figstarter of 2015 which
was not repeated in 2016. Actually, this segmeprtagents an excellent opportunity for growth faEEl and this growth
has already started to take place if we considerdlults net of the 2015 order; the segment & laing sustained by
special investments in the production lines anithénactivities for improving the product.

Everything involving our systems for restoratiordaonservation continue to be both interesting iatriguing. EI.En.
participated in international missions in Nubia ¢8n) and Baalbek (Jordan) and obtained importamtgration for its
activities which have a significance which is cetiagreater than the minor economic value of titile niche and which
will certainly be pursued with investments in R &@ the development of equipment with laser eroisgiharacteristics
that are targeted specifically for this application

The gross margin was 25.400 thousand Euros, aeaserwith respect to the 22.242 thousand Eurosteegd on March
31% 2015. The percentage incidence of the margin erstties volume was 46%, practically unchanged repect to
the first quarter of 2015.

It should be noted that, again, in the first thmeanths of 2016, although the Group cashed in tleemice, some of the
sales financed by the clientele by means of operdgasing have been considered, in conformity WKB/IFRS
principles, as revenue from multi-year rentalsaity case the phenomenon had a limited effect orpéned and is
related only to the Italian market.

Costs for operating services and charges were tiand Euros, showing an increase of 5% ove8.8%0 thousand
Euros for March 312015, but the increase in the volume of businesgenit so that their incidence on the sales volume
decreased from 14,3% to 13,2%.

Analogously, the cost for personnel for the amafrit0.434 thousand Euros, showed an increase &6 42opposed to
the 10.011 thousand Euros for the same periodykat while, thanks to the rapid growth in the salekime, the
incidence on the latter decreased from 20,6% orcMaf" 2015 to 18,9% on March 32016.

As of March 3% 2016 there were 980 employees in the Group, arease with respect to the 965 registered on
December 312015.

A large portion of the personnel expenses is dicetbwards research and development costs, forhwthie Group
receives grants and reimbursements in relationp&zific contracts underwritten by the institutioo®ated for this
purpose. The grants registered into accounts Maoth 3£' 2016 amounted to 307 thousand Euros, showingaadse
with respect to the 126 thousand Euros registarethé same period in 2015 whose the sales maegiaflied.

On account of the increase in the volume of busities EBITDA was 7.669 thousand Euros, an increfdd,7% with
respect to the 5.301 thousand Euros shown on MatR015.
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The costs for amortization, depreciations and adsrwere 949 thousand Euros while for the firstrigraof 2015 they
were 845 thousand Euros.

Consequently also the EBIT, amounted to 6.721 @medisEuros and increases significantly with respedhe 4.456
thousand Euros shown on March®31015. The incidence on the sales volume was 12sPftywing an increase with
respect to the 9,2% registered on Marcfi 2015, and represents the highest amount evervachigy the Group, a
demonstration of the excellent state of healtthefdompany.

The financial charges amounted to 811 thousandsEasmpposed to the financial income for 1.794shnd Euros for
the same period last year on account of the unédlerexchange rates trend and the relative exchagam/loss
registered under this heading for the account®iaign currency. In particular, the weakness ofWs dollar and the
Chinese Yuan were mainly responsible for the negaaimount registered, just the opposite of what dwmirred last
year due to their gradual strengthening which hadributed significantly to the good results forl20 In particular, a
strong US dollar is an important element in detaing our ability to compete on the Internationalrkeds where we
face competition that operates in dollars or hadiB dollar as the currency they refer to.

For the reasons described above, the pre-tax ineonoeinted to 5.813 thousand Euros with respettet@te-tax income
of 6.305 shown on March 32015.

Financial position and investments

Comments on the net financial position

The net financial position of the Group decreasgdbput 2 million with respect to the end of 2015.

The use of cash was determined by the investmasiribed in the paragraph below and by the incrigaset working
capital due to the growth.

Investments made in this quarter

The chart below show the gross investments madaglthris quarter.

Progressive 31/03/16 31/03/15
Intangible assets 75 74
Tangible assets 2.779 561
Equity investments 0 4.425
Total 2.85 5.060)

The investments in tangible assets refer mosthydd< conducted by the subsidiary Wenzhou for thestrmiction of a
new building. The other investments made during thuarter were of an ordinary kind and were aimedha
management of current activities.

12



Research and Development activities

During the first quarter of 2016 the Group conddct® intense research and development activityhferpurpose of
discovering new laser applications and differegittisources for both the medical and the industeators and to place
innovative products on the market. In general highly technological products in particular, thelmghl market requires
that the competition be met by rapidly and contilyuplacing on the market completely new produatsl éhnovative
versions of old products with new applications mpioved performance which use the most recent tdobies and
components. For this reason extensive and interssarch and development programs must be condaictedrganized
according to brief and mid- to long-term schedules.

In our laboratories we conduct research on newnsolved problems in medicine and industry and wetdr find
solutions on the basis of the experience and know-that we have developed on the interaction betiaser light and
biological and inert materials. As far as lasehtiggare concerned, we develop the sources on amk hamaking a
selection of its spectral content, the methodgyérerating it and the optimal level of power and tlee other hand, we
program its management over time in relation toldlmes governing its disbursement and in spaceraasféhe shape and
movement of the light beam is concerned.

The research which is aimed at obtaining mid-lcergat results is generally oriented towards subjedtEh represent
major entrepreneurial risks, inspired by intuitiomgich have arisen within our companies or by pectp indicated by
the scientific work conducted by advanced reseasstiers throughout the world, some of which weatmtate with.
Research which is dedicated to achieving resultsrding to a short-term schedule is concentratesubjects for which
all the preliminary feasibility studies have be@ampleted. For these subjects a choice has alresgly made regarding
the main functional characteristics and performaspecifications. The elements for this activity determined on the
basis of information obtained from the work of spists employed by the company and also as atrealctivities of
the public and private structures which acted assaibants in the phase of preliminary study andesamthe phase of
field verification.

The research which is conducted is mainly appliedl ia basic for some specific subjects generalgted to long and
mid-term activities. Both the applied research dreldevelopment of the pre-prototypes and protstyre sustained by
our own financial resources and, in part, by gravitech derive from research contracts stipulateth lie managing
institutions set up for this purpose by the Ministf University and Research (MUR) and the Européaion, as well as
directly with Regional structures in Tuscany or Research Institutions in Italy and other countries

The EIL.LEn. Group is currently the only corporatinrihe world that produces such a vast range ef lasurces, in terms
of the different types of active means (liquid,idowith semiconductor, gas) each one with differeave lengths,
various power versions in some cases, and usingugamanufacturing technologies. Consequently, arebe and
development activity has been directed to manyedsfit systems and subsystems and accessories.ut\Mifhimg into
excessive detail, a description of the numerouse which the research activities of the Paf@otpany and some
of the subsidiary companies have been involvedvisngbelow.

Systems and applications for lasers in medicine

The parent company, EL.LEn. has been active in relseend clinical for surgical applications of thevites and sub-
systems for the SMARTXIDEfamily of products (the product name is pronount®aartxide quadro” to highlight the
Italian origin of the devices belonging to this fmconsidering the characteristics and perforneati@at are particularly
appreciated by the clientele) which has recentignbgeveloped and placed on the market for diffeagmiications in

aesthetic medicine and surgery. The systems arppagliwith a laser source fed by radio frequencth\an average
power of up to 80w and interface management froraqrel computer installed on the device

These are multi-disciplinary systems which can beduin general surgery, otolaryngology, dermatalagymecology,
odontostomatology, neurology, laparoscopic surgaegthetic surgery, and, in the same field, rekefarcnew clinical
applications in dermatology (cutaneous ulcers), egpiogy, urogynecology, paradontology and endodsntin
neurology and ophthalmology has been continueditiated.

For this purpose we are now working on further metbgical innovations contained in scanning systeheracterized
by optical systems and newly developed electronittrols, which make it possible to perform surgiopkrations on
various parts of the anatomy with extreme precision

We are now conducting research on a new scannstgraywhich is very compact, easy to handle ancéewly precise

for use in dermatological surgery applicationscafiaboration with numerous centers both in Itatg ather countries,
we are conducting an intense activity for the atite of the results of clinical trials regardirgetinnovative application
possibilities for machines of this type.

An application that is extremely important is ugediro-gynecology and, in particular, for a newatreent to reduce the
effects of the atrophy of vaginal mucous. Thereadready hundreds centers already active in Itaty @her countries
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that perform this treatment which is called the ‘Md.isa Touch” or “Monna Lisa Touch”, dependingtba country. At
some of these centers which operate inside untyessictures or prestigious private clinics inyitand abroad, they are
now conducting important research in order to gabetter understanding of the mechanisms and neiications that
can be obtained from scientific advancements.

Clinical studies related to the laser treatmerdtodphy of the vaginal mucous have demonstratedttisasafe, effective
and without negative collateral effects; it cansh@l that this is an extremely important innovatimnmedicine that will
always remain among the options for specific thgrd&or this reason, it is our specific intentionréanain among the
leaders in this new therapeutic sector and to gaidkencourage the scientific and technologicakib@ments in order
to maintain our position. This particular pathology common and quite disabling with interactionshwother
pathologies; it afflicts a high percentage of wornmemenopause and younger women with tumors to wihemapies are
given that affect the hormonal balance.

We are conducting research on a new class of apiplis in gynecology based on the exceptional cieriatics of the
restitutio ad integrum that the use of C{Qasers supplies to soft tissues in the variousoama areas being treated. For
surgical applications we are now developing a tneat for diabetic feet. In this sector we haveaot#d interesting
results concerning the possibility of cleaning lgsons with a laser which leaves the treated pompractically sterile.

As part of this research we have developed a man@mmnscanner accessory for g@aser equipped with feedback
position, miniaturized with speed and precisionfgenance comparable to those of the Hi Scan witlubtio
galvanometer which was more costly and cumbersome.

Among the applied research activities with mididiog term objectives we can mention the BI-TRE @cbjco-financed
by the Region of Tuscany with European Union furidswhich we conducted research on the anastonmoesiiods of
blood vessels using laser beams with semi-conduatars and special patches and, in the field ofaseirgery in
particular, the technique would allow the surgemaave hours in the duration of operations on theb

We continued research on a new system in the fiEllye surgery assisted by a robot and spinal sunggng a new,
high resolution three-dimensional X-ray vision systassisted by a robot attached to the vision sysfethe operating
table.

We are developing dedicated software and improadware components in order to improve it as mchassible;
there is also the interesting possibility of a gtoflthe distribution of the blood vessels in timkla for the development
of laser treatment of diabetic feet.

In collaboration with Elesta we are working on ttevelopment of a device for the percutaneous kaisktion of breast
neoformations with energy emitted by a diffusempevith a fiber cooled by closed circuit forcedcitation of a sterile
liquid. Along with this project we are also devaltg a method using ultra-sound for the charadédn of tissue
damage suffered during and after the ablative dipera

We have concluded the development of an alexandnid@o-source system called Motus AX, for hair readov
applications, which is equipped with innovativehmeical solutions and accessories for:

- minimizing pain during treatment while maintaigieffectiveness, thanks to the “Moveo” mode whiobderates the
energy dose for the necessary impulse;

- minimizing the size/ weight/ energy use /costs@misumables for the doctor.

We have completed the study and planning phase ofreovative system for “Body Shaping” (reductidintioe adipose
layer) based on the use of a new form of energyishable to apoptosis of the adipose tissue mffeetevely than that
used in other systems now on the market.

We are conducting experiments for improving andmojging the control of the temperature both on sheface and in
depth.

Important certifications and approvals from Inteimaal regulatory agencies for the sale of produashave developed
at Deka, Asclepion, Quanta System, and ASA. haea bétained.

We are now conducting clinical trials and industtdievelopment of laser equipment and devices feldaber treatment of
cutaneous ulcers. Brilliant clinical results weretained consisting of a reduction in the lists atignts requiring
amputation. The LUC study authorized by the Ministf Health, is now being completed. The first teswn the
elaboration of the statistics for the safety “enihfy’ of the laser and the use during the clearfdepridement) phase of
diabetic ulcers are positive.

We continued operations to extend the intellecpuaperty of the Group by formulating internationmdtents and
assistance in granting them on an internationakbas the same time, we have been taking the sapesneasures for
the protection of our brand names and applicatiotise most important countries.

In the PHOTOBIOLAB created at El.En. for researchtbe interaction between light and biological usswe have
conducted experiments on new medical applicationke fields of ophthalmology, proctology and néogg.

DEKA M.E.L.A. in collaboration with EI.LEn. carrieghn an intense research activity with the objeatiz@entifying new

applications and the experimentation of new methodse used by laser equipment in various medietioss: aesthetic,
surgical, gynecological and uro-gynecological, atphgology and odontostomatology. This activitycanducted by
involving highly specialized personnel working tbe company and the Group to which the companynigsloas well as
Italian and foreign academic and professional nadienters.
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At Quanta System they are conducting intense relsean instruments for use in aesthetic medicine enedlical
therapies in urology. In particular, they have ddiiced incremental innovations to the Q-switchesdtesys with
fractional hand-pieces, universal adaptors witlied#nt spot shapes and automatic recognition; dpwetnt of special
beam delivery accessories for laser applicationstifie treatment of benign hypertrophy of the presteBHP);
development of incremental innovations on Holmiwstems for lithotripsy, improving the performanddlwe cavity, of
the launch of the fiber and of the fibers themsslve

They have completed the development and begun pirggia system on picoseconds, nanoseconds andemudnning:
the Discovery Pico system is distinguished by @alkppower at 1064 nm and 532 nm, the highest afengystems now
available on the market and its technical charesties are protected by two patents.

Also as part of the Q-switched systems, they corduthe development and initiated the productiothefQ-Plus C MT
system which, for the first time, simultaneouslyes in Q-switch 1064 nm + 694 nm e 532 nm + 694 nm

They completed the Q-scale project. They also cetagdlthe planning of the Phocas project of Hori2020 and defined
the group of European partners.

At Asclepion Laser Technologies they have complétedfinal stages for the certification of the H&0W holmium
laser, for the surgical treatment of benign preskatpertrophy, which will be sold by Jena Surgigdley also conducted
preliminary activities for the improvement of lasdor the removal of tattoos and pigmented lesamd on the methods
and devices to be used for “body shaping”.

They continued their activity of evaluation of neancepts of fibre optics and ferrules; they conddatudies for the use
in the medical field of technologies for the recitign and cataloguing of images.

In collaboration with ACTIS, an associated comparfiyEl.En. we continued a European project on trexapy of
tumours using nano-particle activation through ddight and ultrasound, the LUS BUBBLE (Light ahitrasound
Activated micro-bubbles for cancer treatment).

Laser systems and applications for industry

At ELLEn., in collaboration with the subsidiary Gtet Penta we continued research for the developwfennovative pre-
cutting processes and machine micro-perforatidaldls and systems for applications in the fieldwting and welding
plastic materials and for the beverage sectorderoto prolong the shelf-life of food products.

We continued the study that had been begun on addtand algorithms for high-speed advanced codirige sector of
transactional paper-digital converting.

For the development of laser sources we have cdedlihe project on the 850W source and are begjntiie
experimentation of a sealed 300W source, and degignd tested a new delivery system on the Bri@rgddirce of the
Milord project. We have developed a focusing headldsers in fibre and dedicated process sensoesh&@ve also
studied and added new sensors on metal cuttinginesch

The activity for the development of radio frequenligtributors and laser sources is aimed at inargabie maximum
power available in the range of products while rning a high quality and modulability of the beamorder to make
innovative applications possible for the micro-pieg of panels and special applications in thelfafl digital converting
and the cutting of rigid modular wooden packing enats in MDF (Medium Density Fibreboard).

For cutting Plexiglas we have developed new CAMvearfe with an interface user that is much closetheoworld of
graphics and design.

We have developed a project for a new five-axlehimecwhich minimizes the impact on the productiotivities thanks
to the bases of the flat machines with linear metbat are manufactured by our company.

We have also continued the activities for the ieatfon and experimentation of focusing and scaghie@ads for lasers in
fibre for remote-controlled welding plants for nmatsaterials and the mass production of furniturggais part of this
project we have begun to develop a new dynamidifoeg system with high-speed response.

In the die sector we have engineered a new systemattaching rotary dies to the machine. This sempkthod offers
greater guarantees of precision and reduces thberunfi settings during the testing phase.

We are now working on solutions that would elimaatost of the optical itineraries of the £l@ser beam which would
include mounting the new sources with radio freqygrumping directly on the mobile portal of the iiae.

In the sector of cutting Plexiglas we have develbard tested the combination of a matrix on thérmumachine and
we are now continuing further experiments necesiargerfecting the innovations that have been &&thp

At ELLEn. we have conducted research on remoteraomielding of sheet metal with superficial treatitee and
applications with optical retroaction systems.
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The following table shows the costs for Researchevelopment during this period.

thousands of euros 31/03/2016 31/03/2015
Costs for staff and general expenses 1.763 .691
Equipment 50 27
Costs for testing and prototypes 399 BA1
Consultancy fees 153 103
Other services 15 14
Intangible assets 0 14
Total 2.380 2.18

As has been the regular company policy in the pghst,expenses listed in the table have been gntnaered into
accounts with the operating costs.

The amount of expenses sustained corresponds%odf,the consolidated sales volume of the Groug &penses are
sustained mostly by EI.LEn. and correspond to 7#saales volume.
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Trend of El.En. stock

The graph below shows the performance of the stock:
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Other information

It should be recalled that on Octob& 2012 the Board of Directors of EL.En. S.p.A. votecadhere to the possibility of
opt-out in compliance with art. 70, sub-sections 8 and stih-section 1-bis of the Consob Regulations 12%71/
exercising their right to waive the requirement goblish the information documents concerning argnificant
extraordinary operations related to mergers, dinis; increases in capital in kind, acquisitions salés.

Significant events which occurred during this quarer

No significant events occurred during this quarter.

Subsequent events

In April ELLEn. S.p.A. sold 998.628 shares of Cymesinc. (Nasdag CYNO) on the stock market at arage price of
about 45,10 US dollars per share net of sales cesioms, for a total of about 45 million US dollasdter this sale,

EILEn no longer possesses Cynosure stock. The lidetseal gross capital gains amounts registeredhé ihcome

statement for this operation at the current excaaate of 1,13 USD/Euro will amount to about 23lioml Euros.

This transaction does not in any way alter the eoafon that exists between the two companies whale mutually

profitable commercial relations, first of all fdre distribution of the Mona Lisa Touch laser systemthe treatment of
vaginal atrophy.

With the definitive sale of all the Cynosure shafeBn. concludes a highly successful investmentlwbegan in 2002
immediately after EI.En. was first quoted on thecktExchange. This investment is typical of El.Ermbility to combine

success in their product strategy and marketing sviinancial strategy. The simple numbers of thestment show that
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there was an initial payment of 16 million Eurosl@ains from the sale of shares over time that awsao a total of 108
million Euros (IRR = 32%). Besides this amount anast consider also the significant economic bendfiat the
relationship with Cynosure had, has now and willehan the future in terms of sales volume for EltBriCynosure, as
well as the amount of know-how and contacts acduirng the Group which, together with the cash nowilable will
allow El.En to initiate a new cycle of investments.

The transaction will not have any impact on thelgifar sales or EBIT set by the company for thaficial year 2016.

On May 12" 2016 the Shareholders’ meeting approved the fialistatement for December 82015 and voted to
distribute the net income of 6.307.307,00 Eurc®bews:

- 518.065,40 as extraordinary reserve;

- to distribute to the shares in circulation on tiae that coupon 14 becomes due, Ma§ 2816,— in compliance with
art. 2357ter, second sub-section of the Civil Code- a dividehd,20 Euros gross for each share in circulatmmain
overall amount of 5.789.241,60 Euros as of toddgte;

- to accrue, where possible, in a special resefvetained earnings the residual dividend destioedreasury stock that
may be held by the company when the coupon becdoees

The ordinary assembly also voted to approve thertem incentive remuneration ex art. 123-ter T.{Utlve appointment
of the Board of Auditors and the president of tloard for the three-year period 2016, 2017 and 20iBthe relative
remuneration, the approval of the stock option fan2016-2025 reserved for members of the Boardioéctors,
collaborators and employees of the company argulisidiaries.

The extraordinary shareholders’ meeting voted:

- to authorize the Board of Directors, pursuangxaart. 2443, 1l co., c.c. to increase the captatk, even on different
occasions and in separate ways, within the negtyfears up to the nominal amount of 104.000,00 €£hyoissuing new

shares to be underwritten by the beneficiarie®@f016-2025 stock option plan;

- the subdivision of the capital stock into 19.292 ordinary shares with a nominal value of 0,18Ewach to be made
after the approved dividend has been paid andahsetjuent modification of art. 6 of the companydws.

No other significant events occurred after the wlesf the first quarter of 2016.

Current outlook

The net income achieved during 2016 will set aohisal record thanks to the sale of the last Cyrmshares which took
place in April and therefore not registered in fingt quarter, which will characterize the incontatement for 2016 with
its capital gains (36 million for EI.En. Spa andrBlion for the consolidated financial statemem}. far as the ordinary
activity is concerned, the first quarter exceedeédxpectations and made it likely that we can iavar on the 5% annual
growth in sales volume and EBIT achieved in 2015.

For the Board of Directors

The President
Ing. Gabriele Clementi
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Attachement “A”: List of consolidated companies asf March 31* 2016

Subsidiary companies

Percentage Consolidated
held:
Company name: Headquarters Direct Indirect Total Percentage
Parent company:
El.En. SpA Calenzano (ITA)
Subsidiary companies:
Deka M.E.L.A. Srl Calenzano (ITA) 85,00% 85,00% 85,00%
Cutlite Penta Srl Calenzano (ITA) 96,65 96,65% 96,65%
Esthelogue Srl Calenzano (ITA) 50,00% 50,00% 100,009 100,009
Deka Sarl Lyons (FRA) 100,009 100,00¢ 100,00¢
Lasit SpA Torre Annunziata (ITA) 70,00 70,00% 70,00%
BRCT Inc. New York (USA) 100,009 100,00¢ 100,00¢
Quanta System SpA Solbiate Olona (ITA) 100,009 100,009 100,009
Asclepion Laser Technologies GmbH Jena (GER) 50,00% 50,00% 100,009 100,009
ASA Srl Arcugnano (ITA) 60,00% 60,00 51,00
With Us Co Ltd Tokyo (JAP) 78,85% 78,85% 78,85%
Deka Japan Co. Ltd Tokyo (JAP) 55,00% 55,00% 55,00%
Penta Chutian Laser (Wuhan) Co Ltd Wuhan (CHINA) 55,00 55,00% 53,16%
Penta Laser Equipment (Wenzhou) Co Ltd Wenzhou (CHINA) 55,00¥% 55,00% 53,16%
Cutlite do Brasil Ltda Blumenau (BRASIL) 68,56 68,56% 68,56%
Lasercut Technologies Inc. Hamden (USA) 100,009 100,009 100,009
Pharmonia Srl Calenzano (ITA) 100,009 100,009 100,009
Deka Medical Inc San Francisco (USA) 100,009 100,009 100,009
JenaSurgical GmbH Jena (GER) 100,009 100,009 92,50%
Accure Quanta Inc Wilmington (USA) 100,009 100,009 100,009
Merit Due Srl Calenzano (ITA) 100,009 100,009 96,65%
Associated companies
Percentage Consolidated
held:
Company name: Headquarters Direct Indirect Total percentage
Immobiliare Del.Co. Srl Solbiate Olona (ITA) 30,00 30,00 30,00
Actis Srl Calenzano (ITA) 12,00% 12,00% 12,00¥%
SBIS.A. Herzele (B) 50,00% 50,00% 50,00%
Elesta Srl Calenzano (ITA) 50,00¥% 50,00¥% 50,00¥%
Chutian (Tianjin) Lasertechnology Co. LTD | Tianjin (China) 49,00y 49,00% 26,05¥%
Quanta USA LLC Englewood (USA) 19,50% 19,50% 19,50%
Accure LLC Delaware (USA) 45,82% 45,82% 45,82%
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Attachment “B”: DECLARATION IN COMPLIANCE WITH ART. 154BIS, SUB-SECTION 2, D.LGS. N.58 /
1998

The undersigned Dr. Enrico Romagnoli, as the exesudfficer responsible for the preparation of tfieancial
statements of ELLEn. S.p.A. declares, in complianité sub-section 2 of art. 154-bis of Legislatidecree n. 58 of
February 2% 1998, that the accounting disclosures providethis document correspond to the accounting records,
books and entries.

Calenzano, May 122016

Executive officer responsible for the preparatibthe financial statements
Dott. Enrico Romagnoli
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