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The present is an English translation of the Italian official report. For any difference between the
two texts, the Italian text shall prevail.
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powers attributed to them by the Board itself.

Followingthe resolutionadopted on April 28, 2015, the Board of Directors granted the President and the Vice President and Managing Director the
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The President Massimo della Portais confirmed as Group Chief Executive Officer, with the meaning that such definitionand role has in the English-
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*kk

(*) Following the decease of Dr Pier Francesco Sportoletti (Chairman of the Board of Statutory Auditors), appointed on the basis of the list proposed by the minority
shareholder Equilybra Capital Partners S.p.A., on October 11,2016 the Minority Deputy Statutory Auditor Dr Angelo Rivolta (named within the same list) inherited the
responsibility, according to article no. 22 of the Company’s By-Laws. The latter will remain in office until the next Shareholders’ Meeting, according to article no. 2401,
paragraph 1, of the Civil Code.
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Call of shareholders' ordinary meeting

The shareholders are convened to the ordinary neegtisingle call at the offices
of Lainate, Viale ltalia 77, on 27 April 2017, &:30 a.m., to resolve upon the
following

Agenda:

1. Report of the Board of Directors for the year en@&december 2016; fi-
nancial statements as at 31 December 2016; rele@aolutions; presenta-
tion of the consolidated financial statements a3labecember 2016; divi-
dends distribution;

2. Remuneration Report pursuant to Article X&3-subsection 6 of Italian
Legislative Decree no. 58/1998 and Article d@ster of CONSOB resolu-
tion no. 11971 of 14/5/1999 concerning the rulesdsuers;

3. Proposal to authorise the Board of Directors purst@and for the purpos-
es of Articles 235%t seq. of the Italian Civil Code and 132 of Italian Leg-
islative Decree no. 58/1998, to purchase and désppsto a maximum of
no. 2,000,000 treasury shares; pertinent and coes¢gesolutions;

4. Appointment of the Chairman of the Board of StatytAuditors and re-
constitution of the Board of the Statutory Audit¢eppointment of alter-
nate auditor) pursuant to and for the purposesro€la 2401 of the Italian
Civil Code;

5. Amendment to Directors’ termination indemnity.

Presentation of draft resolutions/additions to theagenda

The Shareholders who, individually or jointly, repent at least one fortieth of
the share capital with voting rights can requeghiwten days from the publi-

cation of this notice (i.e. no later than 7 Api@l1Z), to add points to the agen-



da, specifying in the request the additional poprsposed, or submit draft
resolutions on points already on the agenda oftbeting.

The request, together with the notification estlifig the ownership of the
aforesaid stake requested issued by the interniesliatho keep the accounts
on which the shares are recorded, must be subnaittgdigned in the original,
within the above term, at the registered officettld Company (Viale ltalia,
77, Lainate (Milan) — for the attention of the Le@epartment) or sent to the
certified electronic mail address: saes-ul@petogether with information
that allows to identify the proposing Shareholdgnsthis regard, please also
provide a telephone number of reference). Withenahove deadline and with
the same procedures, a report must be sent byapeging Shareholders, stat-
ing the reasons of the draft resolutions on the peints whose discussion is
proposed as an addition to the agenda or the reatird to further draft res-
olutions submitted on points already on the ageAdg.addition to the list of
points on the agenda of the Meeting or to the mitesen of further draft reso-
lutions on points already on the agenda of this tMgeis reported by the
Company, in the same form prescribed for the pabta of this notice of call,
at least fifteen days prior to the date set forNteeting in single call. Together
with the publication of the notice of additionsth® agenda or of the presenta-
tion of further draft resolutions on the pointsealdy on the agenda, the above
draft resolutions/additions, as well as their rép@repared by the Sharehold-
ers, accompanied by any assessment of the Bodbitedtors, will be made
available to the public as indicated in Article #26 subsection 1, of Italian
Legislative Decree no. 58/1998.

The addition to the agenda is not allowed for tbengs on which the Share-
holders' meeting deliberates, in accordance wehldkv, on a proposal by the
directors or on the basis of a project or repagppred by them (different from
that on the points on the agenda provided by ArtidS5ter of Italian Legisla-
tive Decree no. 58/1998).

Right to ask questions on the points on the agenda

Those entitled to vote can ask questions on thetgan the agenda at least
three days in advance from the date of the meatirsingle call (i.e. no later
than 24 April 2017), by sending a registered lett@h return receipt to the
registered office (Viale ltalia, 77, Lainate (Milan for the attention of the Le-



gal Department) or by certified electronic mailthe following address: saes-
ul@pec.it.

The questions must allow the identification of Steareholder and must be ac-
companied by certifications establishing the rightvote; if the Shareholder
requested his/her intermediary for the notice terat the shareholders' meet-
ing, the request must indicate the referencesehtitice or at least the name
of the intermediary.

The requests received before the Shareholders'ingeate answered at the
latest, during the Shareholders' Meeting, spedifytrat the answers printed
on paper and made available to vote holders abdlgening of the meeting
are deemed to be provided during the meeting.

The right to speak and to vote in the Shareholderdfleeting

Those holding voting rights at the end of the aotiog day of the seventh
day of open market before the date scheduled &@8ttareholders' Meeting in
single call, i.e. 18 April 2017 (the so-called “oed date”), and for which the
Company received the related notification by therimediary, have the right
to speak and to vote in the Shareholders' MeeTihgrefore, those who will
be the holders of the shares subsequent to 18 2pti¥ will not have the
right to attend and vote at the Shareholders' Mgeti

The notification of the intermediary above mustreeeived by the Company
by the end of the third day of open market befbie date scheduled for the
Shareholders' Meeting in single call (24 April 2RI the notification is re-
ceived by the Company after the deadline abovepé#nty will have the right
to speak and to vote in the meeting provided thatbtification arrives by the
beginning of the meeting in single call. It shoblel recalled that the notifica-
tion to the Company is carried out by the interragdion request of the sub-
ject who has the right to vote.

Attendance and proxy voting

Each person who has the right to speak during tzeebolders’ Meeting can
be represented by written proxy in accordance egplicable law provisions,
with the right to use for this purpose the proxgnicavailable on the website:
www.saesgetters.com or at the registered officehefCompany. The proxy
can be notified to the Company by sending to théfieel electronic mail ad-

dress saes-ul@pec.it. Any prior notification doesexempt the proxy holder,



in the accreditation for the attendance to theedf@ders' meeting, from the
obligation to certify the conformity of the originaotified copy and the identi-
ty of the appointor.

Appointed Representative

The proxy can be granted, with voting instructiemsthe proposals concern-
ing the points on the agenda, to Computershar@ S\ith registered office
in via Lorenzo Mascheroni no. 19, 20145 Milan, apted if necessary by the
Company pursuant to Article 13fdecies of Italian Legislative Law no.
58/1998, by signing the specific proxy form avaiégbn printer-friendly ver-
sion, on the website www.saesgetters.com (in theoseShareholders’ Meet-
ings) or at the registered office of the Companyabithe registered office
above of Computershare S.p.A.. The original praiyr voting instructions
must be received by Computershare S.p.A. via Laréviascheroni no. 19,
20145 Milan, by the end of the second day of opemket before the date
scheduled for the Shareholders' Meeting in singlé (ce. no later than 25
April 2017). A copy of the proxy, accompanied bgtatement that certifies its
conformity with the original, may be sent in advaro the Appointed Repre-
sentative, within the above deadline, by fax to fi8@ 02 46776850 or as an
attachment to an electronic mail message to be senufficiomila-
no@pecserviziotitoli.it. The proxy is effective gnf voting instructions are
given. The proxy and voting instructions can beoked within the same dead-
line as above. The notification made to the Comganthe intermediary, cer-
tifying the right to speak and to vote in the Shalders' Meeting, is required
even if the proxy is granted to the Appointed Repntative. Pursuant to the
law, the shares for which the proxy was grantedijglar otherwise, are cal-
culated for the regular forming of the Meeting aridho voting instructions
have been given, the shares are not counted ioallalation of the majority
and of the capital share required for the approfathe resolutions. Infor-
mation concerning the granting of the proxy to Catepshare S.p.A. (which
may be contacted for any further explanation ath38. 02 46776811) is made
available within the specific proxy form above.

Share capital and shares with voting rights




The share capital amounts to Euro 12,220,000.0@eatvin 14,671,350 ordi-
nary shares, and 7,378,619 saving shares all witheruvalue. Each ordinary
share gives one voting right in the Meeting.

Shareholders' Meeting documents

At the registered office of the Company (Vialeial77 — Lainate (Milano) as
well as at the website www.saesgetters.com anderLINFO storage system
on the website www.linfo.it, the following will b@ade available to the pub-
lic:
I. from 28 March 2017:
i) the Board of Director’s report on the appointmeinmembers to the
Board of Statutory Auditors;
II. from 31 March 2017:
I) the annual financial report and the other docutsiset forth in Arti-
cle 154ter of Italian Legislative Decree 58/1998 and therefdhe
draft financial statements and the consolidatednionl statements as
at 31 December 2016, accompanied by the repottsedBoard of Di-
rectors, of the Statutory Board of Auditors andtlef Auditing firm
Deloitte &Touche S.p.A.;
i) the annual Report on Corporate Governance andebship Struc-
ture;
iii) the Remuneration Report;
iv) the Report of the Board of Directors relatedhe authorisation of
the Board of Directors to purchase and disposeoug maximum of
2,000,000 treasury shares;
v) the Report of the Board of Directors on the adment to Direc-
tors’ termination indemnity.
[1l. from 12 April 2017 the following will be filedbnly at the registered office
of the Company:
i) documentation related to the financial statememtsubsidiary
companies as per Article 77, subsectidn 2ef the CONSOB Regula-

tions.

Lainate, 15 March 2017

Chairman of the Board of Directors



Mr. Massimo della Porta
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Call of Special Meeting of Holders of Savings Shares

Holders of savings shares are convened to the &pdeeting that will take place
in single call at the offices of Lainate, Vialeliga77, on 27 April 2017, at 12:00
a.m.(and in any case at the end of the Ordinary Shiders Meeting called, in
single call, on the same date), to resolve uporidi@ving

Agenda:

1. Appointment of the common representative for hadsrsavings shares
for the period 2017-2018-2019 and establishinfhbisremuneration.

Presentation of draft resolutions/additions to theagenda

The Shareholders who, individually or jointly, repent at least one fortieth of the
share capital with voting rights can request, wittén days from the publication
of this notice (i.e. no later than 7 April 2017} &dd points to the agenda,
specifying in the request the additional points pased, or submit draft

resolutions on points already on the agenda oMibeting.

The request, together with the notification estdidtig the ownership of the

aforesaid stake requested issued by the intermesliiasho keep the accounts on
which the shares are recorded, must be submittddsamed in the original,

within the above term, at the registered officahef Company (Viale ltalia, 77,

Lainate (Milan) — for the attention of the Legal @aetment) or sent to the

certified electronic mail address: saes-ul@petoigether with information that



allows to identify the proposing Shareholders kis tegard, please also provide a
telephone number of reference). Within the abovadtiee and with the same
procedures, a report must be sent by the propoSheyeholders, stating the
reasons of the draft resolutions on the new paititsse discussion is proposed as
an addition to the agenda or the reason relatedurther draft resolutions
submitted on points already on the agenda. Anytiaddio the list of points on
the agenda of the Meeting or to the presentatiofudher draft resolutions on
points already on the agenda of this Meeting i®ntep by the Company, in the
same form prescribed for the publication of thificeof call, at least fifteen days
prior to the date set for the Meeting on first catbgether with the publication of
the notice of additions to the agenda or of thesgmeation of further draft
resolutions on the points already on the agenda #bove draft
resolutions/additions, as well as their reportspared by the Shareholders,
accompanied by any assessment of the Board oftDisgavill be made available
to the public as indicated in Article 12&- subsection 1, of Italian Legislative
Decree no. 58/1998.

The addition to the agenda is not allowed for th@ngs on which the
Shareholders' meeting deliberates, in accordanttetive law, on a proposal by
the directors or on the basis of a project or repoepared by them (different
from that on the points on the agenda provided bicle 125ter of Italian
Legislative Decree no. 58/1998).

Right to ask questions on the points on the agenda

Those entitled to vote can ask questions on thetpoin the agenda three days in
advance from the date of the meeting in single @al no later than 24 April

2017), by sending a registered letter with retweceipt to the registered office



(Viale Italia, 77, Lainate (Milan) — for the attém of the Legal Department) or

by certified electronic mail to the following addeesaes-ul@pec.it

The questions must allow the identification of tBbareholder and must be
accompanied by certifications establishing thetrighvote; if the Shareholder has
requested his/her intermediary for the notice terat the shareholders' meeting,
the request must indicate the references of thieeot at least the name of the
intermediary.

The requests received before the Shareholdersildeste answered at the latest,
during the Shareholders' Meeting, specifying tha&t answers printed on paper
and made available to vote holders at the beginoirige meeting are deemed to
be provided during the meeting.

The right to speak and to vote in the ShareholderdVeeting

Those holding voting rights at the end of the aotiog day of the seventh day of
open market before the date scheduled for the Bblaers' Meeting in single

call, i.e. 18 April 2017 (the so-called “record @3t and for which the Company

received the related notification by the intermegidave the right to speak and
to vote in the Shareholders’ Meeting. Therefores¢iwho will be the holders of

the shares subsequent to 18 April 2017 will notehtine right to attend and vote
at the Shareholders' Meeting.

The notification of the intermediary above mustreeeived by the Company by
the end of the third day of open market before dla¢e scheduled for the

Shareholders’ Meeting in single call. If the noafion is received by the

Company after the deadline above, the party willehthe right to speak and to
vote in the meeting provided that the notificatamnives by the beginning of the
meeting in single call. It should be recalled tiet notification to the Company is

carried out by the intermediary on request of thigiext who has the right to vote.



Attendance and proxy voting

Each person who has the right to speak during Haee®olders’ Meeting can be
represented by written proxy in accordance withliapple law provisions, with

the right to use for this purpose the proxy fornmikable on the website:

www.saesgetters.com or at the registered officch@fCompany. The proxy can
be notified to the Company by sending to the dedifelectronic mail address
saes-ul@pec.it. Any prior notification does not rapeé the proxy holder, in the
accreditation for the attendance to the Sharehsllfiéeeting, from the obligation
to certify the conformity of the original notifiedopy and the identity of the
appointor.

Appointed Representative

The proxy can be granted, with voting instructi@msthe proposals concerning
the points on the agenda, to Computershare S.with,registered office in via

Lorenzo Mascheroni no. 19, 20145 Milan, appointédnécessary by the
Company pursuant to Article 13fkdecies of Italian Legislative Law no.

58/1998, by signing the specific proxy form avaliégbn printer-friendly version,

on the website www.saesgetters.com (in the se@i@reholders’ Meetings) or at
the registered office of the Company or at the steged office above of
Computershare S.p.A.. The original proxy with vgtimstructions must be
received by Computershare S.p.A. via Lorenzo Mascheao. 19, 20145 Milan,

by the end of the second day of open market befwredate scheduled for the
Shareholders' Meeting in single call (i.e. no lakem 25 April 2017). A copy of

the proxy, accompanied by a statement that cevtifie conformity with the

original, may be sent in advance to the AppointegprBsentative, within the
above deadline, by fax to no. +39 02 46776850 ommsattachment to an

electronic mail message to be sent to ufficiomil@pecserviziotitoli.it. The



proxy is effective only if voting instructions agiven. The proxy and voting
instructions can be revoked within the same deadis above. The notification
made to the Company by the intermediary, certifyting right to speak and to
vote in the Shareholders' Meeting, is required @f/¢ime proxy is granted to the
Appointed Representative.

Pursuant to the law, the shares for which the prasg granted, partial or
otherwise, are calculated for the regular formihghe Meeting and, if no voting
instructions have been given, the shares are notted in the calculation of the
majority and of the capital share required for #pproval of the resolutions.
Information concerning the granting of the proxyGomputershare S.p.A. (which
may be contacted for any further explanation at+89 02 46776811) is made
available within the specific proxy form above.

Share capital and shares with voting rights

The share capital amounts to Euro 12,220,000.0deatvin 14,671,350 ordinary
shares, and 7,378,619 saving shares all withowgdae. Each saving share gives
one voting right in the Meeting.

Shareholders' Meeting documents

The following will be made available to the pubditthe registered office of the
Company as well as at the website www.saesgetbensat least thirty days prior
to the date set for the Meeting in single call:

- the report of the Board of Directors on the siriggen on the Agenda.

The Chairman of the Board of Directors

Mr. Massimo della Porta
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LETTER TO SHAREHOLDERS

Dear Shareholders,

I write this letter with great satisfaction because it has only been a few years since the terrible 2009 and I am
here to comment the year of record sales, both consolidated and total, with the latter that reached almost two
hundred million euro.

A figure which is particularly significant when we consider that it was achieved thanks to the excellent
performance of the gas purification systems and of the shape memory alloys, both areas in which the
innovation efforts have been concentrating in the last few years and that are giving us great satisfaction.

The first ones were subject to a long re-launch process that, thanks to the development of a new and wider
range of purifiers, allowed to enter markets and applications different from semiconductors, resulting in
higher sales and less cyclicality.

The latter are the emblem of the turnaround of the last few years, which saw the group bringing a
technological and market diversification that had been attempted in the past, but never completed. In 2016,
thanks to the continuous growth of both medical and industrial applications, this new business has exceeded,
in terms of turnover, both the historic getters and the purification systems.

In addition, these excellent results allowed to exceed the goals of profitability and cash generation that we had
set at the end of the previous year.

We have completed the transformation of the Group, started in 2003, proving that a long-term strategy, based
on innovation and diversification, has allowed to go through the deep economic crisis of the last few years
unharmed and to return to grow.

The ended year also marked an important turning point for the new technology in which the Group has been
investing for some years, that of functional polymers. This is an additional technological diversification
achieved by grafting organic chemistry skills, a sector that has always seen ltaly at the forefront. A very
versatile technology, that can be used in applications ranging from the food packaging industry to the
innovative display one, allowing the Group to accomplish two major investments in two companies that will
contribute to a further sales’ growth.

The first one, Metalvuoto S.p.A., is a leading company in the business of thin film metallization of plastic
materials for the advanced packaging industry, that for some years has been investing in the plastic film
coating technology through the use of lacquers. The technology of SAES functional polymers allows the
development of lacquers with an advanced performance and will allow Metalvuoto S.p.A. to grow fast, in a
rapidly developing market, namely that of “Active Packaging” in the food sector and other ones.

The second company, Flexterra, Inc., is a highly innovative startup, that owns a portfolio of patented
materials similar to our functional polymers and that will be used in the next-generation flexible displays. The
success of this initiative would bring the Group back in the display market, that for many years has
determined its success.

2017 is expected to be a year of further growth and will see us engaged in the development of the new
initiatives mentioned above, with the aim of providing SAES with the critical mass necessary to support both
the huge operating expenses of a Group that operates on a global scale, and the investments in research and
innovation that ensure its continuity.

11




A sincere thanks to all the employees that have enabled the achievement of these important goals and to you
Shareholders who have believed in us.

Dr Ing. Massimo della Porta
SAES Group CEO

12



Group financial highlights
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GROUP FINANCIAL HIGHLIGHTS

(thousands of euro)

Income statement figures 2016 r 2015 Difference RIS
©) %
NET SALES
- Industrial Applications 113,076 102,011 11,065 10.8%
- Shape Memory Alloys 71,603 63,680 7,923 12.4%
- Business Development 4,352 1,223 3,129 255.8%
Total 189,031 166,914 22,117 13.3%
GROSS PROFIT (1)
- Industrial Applications 55,346 48,142 7,204 15.0%
- Shape Memory Alloys 29,260 23,994 5,266 21.9%
- Business Development & Corporate Costs (2) 514 (52) 566 1088.5%
Total 85,120 72,084 13,036 18.1%
% on sales 45.0% 43.2%
EBITDA (3) 35,469 29,375 6,094 20.7%
% on sales 18.8% 17.6%
EBITDA adjusted (4) 37,167 " 30,064 7,103 23.6%
% on sales 19.7% 18.0%
OPERATING INCOME (LOSS) 26,156 20,499 5,657 27.6%
% on sales 13.8% 12.3%
OPERATING INCOME (LOSS) adjusted (5) 27,854 " 21,188 6,666 31.5%
% on sales 14.7% 12.7%
Group NET INCOME (LOSS) 14,082 8,820 5,262 59.7%
% on sales 7.4% 5.3%
Balance sheet and financial figures December 31, December 31, Difference Difference
2016 2015 %
Tangible fixed assets 53,402 50,383 3,019 6.0%
Group shareholders' equity 134,831 126,485 8,346 6.6%
Net financial position (33,776) (17,280) (16,496) -95.5%
Other information 2016 2015 Difference lefi;ence
0
Cash flow from operating activities 18,695 22,851 (4,156) -18.2%
Research and development expenses 14,799 13,815 984 7.1%
Number of employees as at December 31 (6) 1,113 1,004 109 10.9%
Personnel cost (7) 70,877 62,262 8,615 13.8%
Disbursement for acquisition of tangible assets 8,663 5,017 3,646 72.7%




(thousands of euro)

2016 2015
Net sales 189,031 166,914
Raw materials (43,915) (40,790)
Direct labour (21,814) (19,146)
Manufacturing overhead (40,281) (37,242)
Increase (decrease) in work in progress and finished goods 2,099 2,348
Cost of sales (103,911) (94,830)
Gross profit 85,120 72,084
% on sales 45.0% 43.2%

(1) Thisitemis calculated as thedifference between thenet turnover and the industrial costs directly and indirectly attributable to the products sold.

(2) Thisitemincludes costs that cannot be directly attributed or allocated in a reasonable way to the Business Units, but which refer to the Group as a

(3) EBITDA isnot deemedas an accounting measure under International Financial Reporting Standards (IFRS); however, we believe that EBITDA is
an important parameter for measuring the Group’s performance and therefore it is presented as an alternative indicator. Since its calculation is not

regulated by applicable accounting standards, the method applied by the Group may not be homogeneous with the ones adopted by other Groups.
EBITDA is calculated as “Earnings before interests, taxes, depreciation and amortization”.

(thousands of euro)

2016 2015
Operating income 26,156 20,499
Depreciation and amortization (8,525) (8,511)
Write-down of assets (138) (311)
Bad debt provision accrual (release) (650) (54
EBITDA 35,469 29,375
% on sales 18.8% 17.6%

(4) Adjusted EBIT DA is meant to be the EBITDA tself, further adjusted to exclude nonrecurring items or anyway considered as not indicating the
current operating performance by the Management.

As itscalculationis notruled by the IFRSprinciples, the method applied by the Group may be not homogeneous, and so far not comparable, with the
ones applied by other Groups.

(thousands of euro)

2016 2015
EBITDA 35,469 29,375
% on sales 18.8% 17.6%
Settlement agreement Onondaga Lake (440) (689)
Layoffs costs Memry GmbH (1,258) 0
EBITDA adjusted 37,167 30,064
% on sales 19.7% 18.0%

(5) Adjusted OPERAT ING INCOME is the operating income itself, further adjusted by excluding non-recurringamounts or anyway considered as not
indicating the of the current operating performance by the Management.

As itscalculationis not ruled by the IFRSprinciples, the method applied by the Group may be not homogeneous, and so far not comparable, with the
ones applied by other Groups.
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(thousands of euro)

2016 2015
Operating income 26,156 20,499
% on sales 13.8% 12.3%
Settlement agreement Onondaga Lake (440) (689)
Layoffs costs Memry GmbH (1,258) 0
Operating income adjusted 27,854 21,188
% on sales 14.7% 12.7%

(6) As at December 31, 2016 this item includes:

- employees for 1.081 units (962 units as at December 31, 2015);

- personnel employed with contract types other than employment agreements, equal to 32 units (42 units as at December 31, 2015).
Thisfigure does not include the personnel (employees and temporary workers) of the joint ventures amounting, according to the percentage of
ownership held by the Group, to 77 unitsas at December31,2016 (49 unitsat the end of the previous year, always according to the percentage of
ownership held by the Group).

(7) Asat December 31, 2016 theseverance costs included in the personnel costs are equal to 1,358 thousand euro (of which 1,258 thousand euro
relatedto the decision of liquidating the German subsidiary Memry GmbH, after having moved its production and commercial activities to other
companies of the Group; the use of the social security provisionsin the Italian Group’s companies has led to a reduction in the personnel costs equal to
1,604 thousand euro.

In the year 2015 thecosts for staff reductionamounted to 137 thousand euro, while the use of the social security provisions led to a reduction in the
personnel costs equal to 2,173 thousand euro.

(8) Please note that some revenues and costs of the year 2015 have been reclassified to enable a homogeneous comparison with 2016; in particular:
- the royalties onthe licensing ofthe thin-film getter technology for MEMSof newgeneration (902 thousand euro) have been reclassified within the
consolidated revenues;

- the engineering and industrialization costs of new products (805 thousand euro) have been reclassifiedand moved from the operating expenses (in
particular, research and development expenses) to the cost of sales.

For more details please refertothe Note no. 1 and the paragraph ”"Reclassification on December. 31,2015 incomestatement figures” in the notes to the
financial statements.
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Report on operations of the SAES Group
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REPORT ON OPERATIONS

A pioneer in the development of getter technology, the Company SAES Getters S.p.A., together with its
subsidiaries, (hereinafter “SAES® Group”) is the world leader in a variety of scientific and industrial
applications where stringent vacuum conditions or ultra-pure gases are required. In more than 70 years of
activity, the Group’s getter solutions have been supporting innovation in the information display and lamp
industries, in sophisticated high vacuum systems and in vacuum thermal insulation, in technologies spanning
from large vacuum power tubes to miniaturized silicon-based microelectronic and micromechanical devices.
The Group also holds a leading position in ultra-pure gas refinement for the semiconductor and other high-
tech markets.

Starting in 2004, by leveraging the core competencies in special metallurgy and in the materials science, the
SAES Group has expanded its business into the advanced material markets, in particular the market of shape
memory alloys, a family of materials characterized by super elasticity and by the property of assuming
predefined forms when subjected to heat treatment. These special alloys, which today are mainly applied in
the biomedical sector, are also perfectly suited to the realization of actuator devices for the industrial sector
(domotics, white goods industry, consumer electronics and automotive sector).

More recently, SAES has expanded its business by developing a technological platform which integrates
getter materials in a polymeric matrix. These products, initially developed for OLED displays, are currently
used in new application sectors, among which implantable medical devices and solid-state diagnostics
imaging. Among the new applications, the advanced food packaging is a significantly strategic one, in which
SAES aims to compete with an offering of new solutions for active packaging.

A total production capacity distributed in thirteen facilities, a worldwide-based sales & service network, about
1,100 employees allow the Group to combine multicultural skills and expertise to form a truly global
enterprise.

SAES Group is headquartered in the Milan area (ltaly).

SAES Getters S.p.A. is listed on the Italian Stock Exchange Market, STAR segment, since 1986.

The Parent Company is controlled by S.G.G. Holding S.p.A., which does not exercise any management and
coordination activity in accordance with article 2497 of the Civil Code, for the reasons explained later in the
Report on corporate governance and ownership.

The Group’s business structure currently identifies two Business Units: Industrial Applications and Shape
Memory Alloys. The corporate costs, that means those expenses that cannot be directly attributed or allocated
in a reasonable way to the business units, but which refer to the Group as a whole, and the costs related to the
basic research projects or undertaken to achieve the diversification into innovative businesses (Business
Development Unit) are shown separately from the two Business Units.

The following table illustrates the Group’s Business organizational structure.

Industrial Applications Business Unit

Electronic & Photonic Devices Getters and metal dispensers for electronic vacuum devices

Sensors & Detectors Getters for microelectronic and micromechanical systems (MEMS)

Light Sources Getters and metal dispensers used in discharge lamps and fluorescent
lamps

Vacuum Systems Pumps for vacuum systems

Thermal Insulation Products for thermal insulation

Pure Gas Handling Gas purifier systems for semiconductor industry and other industries

Shape Memory Alloys (SMA) Business Unit
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SMA Medical applications Nitinol shape memory alloys for the biomedical sector

SMA Industrial applications SMA actuator devices for the industrial sector (domotics, white goods
industry, consumer electronics and automotive sector)

Business Dewvelopment Unit
Functional Polymer Composites | Innovative technologies that integrate getter materials in polymer matrices

This structure is unchanged compared to the previous year.
Please note that, following the acquisition’ of the majority of the company Metalvuoto S.p.A., an established
player in the advanced packaging industry, to ensure information transparency, starting from January 1, 2017,
a third Business Unit called "Solutions for Advanced Packaging” will be established next to the “Industrial
Applications” and “Shape Memory Alloys” Business Units.

Industrial Applications Business Unit

Electronic & Photonic Devices

SAES Group provides advanced technological solutions for electronic devices used in a wide range of
markets, including the aeronautical, medical, industrial, security and defence sectors, as well as basic
research.

The portfolio of products includes, among others, getters of different types and formats, alkaline metal
dispensers, cathodes and materials for thermal management. The offered products are able to satisfy the most
stringent application requirements and are employed in various devices such as X-ray tubes, microwave tubes,
solid state lasers, electron sources, photomultipliers and radiofrequency amplification systems.

Sensors & Detectors

SAES Group provides advanced technological solutions for electronic devices used in a wide range of
markets, including the aeronautical, industrial, security and defence sectors, as well as consumer electronics.
The portfolio of products includes mainly getters of different types and formats. The offered products are able
to satisfy the most stringent application requirements in terms of the high quality of the guaranteed vacuum
and are employed in various devices such as night vision devices based on infrared sensors, gyroscopes for
navigation systems, pressure sensors and MEMS devices of variuos nature. In particular, for the MEMS
market, SAES has developed a thin getter film that can be deposited directly on silicon slices used for the
manufacturing of sensors; this allows the getter technology to be easily integrated in miniaturized systems of
last generation.

Light Sources

SAES Group is the world leader in the supply of getters and metal dispensers for lamps. Its products work by
preserving the vacuum and the purity of the refill gases, thereby maintaining optimum lamp operation
conditions over time. SAES has also been involved for years in the development of mercury dispensers with a
low environmental impact, in line with the stricter international legislation in force in this field.

Vacuum Systems

The skills acquired in the vacuum technology are the basis of the development of pumps based on non-
evaporable getter materials (NEG), which can be applied in both industrial and scientific fields (as an
example, in analytical instrumentation, in vacuum systems for research activities and in particle accelerators).
The family of high vacuum pumps NEXTorr®, welcomed in the already mentioned application markets,
integrates in a single device, extremely compact and powerful, both the getter technology and the ionic one.
This product line has most recently been joined by that of CapaciTorr® HV, high vacuum pumps that use an
innovative alloy with a greater capacity to absorb gases and which have contributed to further strengthening
the Group's position in its target markets.

Thermal Insulation

' The acquisition was finalized on October 10, 2016.
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SAES solutions for vacuum thermal insulation include NEG products for cryogenic applications, for solar
collectors both for home applications and operating at high temperatures and for thermos. In addition, SAES
is particularly active in the development of innovative getter solutions (SMARTCOMBO®) for vacuum
insulating panels for the white goods industry.

Pure Gas Handling

In the microelectronics market, SAES mission is to develop and sell advanced gas purification systems for the
semiconductors industry and for other industries which use ultra-pure gases in their processes. Through the
subsidiary SAES Pure Gas, Inc., the Group offers a full range of purifiers for bulk gases and special gases.
The range of SAES purifiers, which covers the full spectrum of flows required and all gases normally used in
the production processes, represents the market standard as regards the technology used, the totality of
impurities removed and the lifespan of the purifiers.

Shape Memory Alloys (SMA) Business Unit

The SAES Group produces semi-finished products, components and devices in shape memory alloy, a special
alloy made of nickel-titanium (Nitinol) characterized by super-elasticity (a property that allows the material to
withstand even large deformations, returning then to its original form) and by the property of assuming
predefined forms when subjected to heat treatment. The production process of SAES is vertically integrated
(from the melting of the Nitinol alloy to the production of components) and allows a complete flexibility in
the supply of products, together with a total quality control.

SMA Medical Applications

Nitinol is used in a wide range of medical devices, in particular in the cardiovascular field. In fact, its super-
elastic properties are ideal for the manufacturing of the devices used in the growing field of non-invasive
surgery, such as self-expanding devices (aortic and peripheral stents or heart valves) and catheters to navigate
within the cardiovascular system. SAES, through its subsidiary Memry Corporation, offers to the end
manufacturers of the medical device a full range of sophisticated Nitinol-based solutions.

SMA Industrial Applications

The shape memory alloy, in addition to being characterized by super-elasticity, has the property of assuming
predefined forms when subjected to heat treatment and, by virtue of this characteristic, it is used in the
production of a variety of devices (valves, proportional valves, actuators, release systems, mini-actuators) that
exploit its distinctive characteristics (noiseless, compact, light, low power consumption, proportional control).
The use of SMA devices in the industrial field goes across the board of many application areas such as
domotics, the white goods industry, consumer electronics and the automotive business.

Business Development Unit — Functional Polymer Composites

The technology platform that integrates getter materials in polymer matrices, initially developed by the SAES
Group to meet the protection needs of the rigid OLED (Organic Light Emitting Diodes) displays, has been
enriched with new materials for flexible OLED applications, that represent the new development trend in the
display field.

In addition to OLED applications, these functional polymer composites have been recently used also in other
sectors, including implantable medical devices and new diagnostics for solid-state images.

An additional particularly promising application is that of innovative plastic films for food packaging, a field
in which SAES has recently acquired the majority of the company Metalvuoto S.p.A., an established player in
the advanced packaging industry Thanks to this acquisition, SAES aims to compete in the active packaging
market, with a further significant expansion of the current perimeter of use of this technology.

Please note that some revenues and costs of the year 2015 have been reclassified to enable a homogeneous
comparison with 2016; in particular:

- the royalties on the licensing of the thin-film getter technology for MEMS of new generation (902 thousand
euro) have been reclassified within the consolidated revenues;
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- the engineering and industrialization costs of new products (805 thousand euro) have been reclassified and
moved from the operating expenses (in particular, research and development expenses) to the cost of sales.
For more details please refer to the Note no. 1 and the paragraph ”Reclassification on December. 31, 2015
income statement figures™ in the notes to the financial statements.

Relevant events occurred in 2016

2016 was characterized by a strong organic growth in revenues both in the Shape Memory Alloys (SMAS)
and in the Industrial Application Business Unit, the latter driven by the gas purification sector, as well as by
the recovery in the security & defense market.

In 2016 the consolidated revenues, equal to 189 million euro, achieved their record level in the history of
SAES Group. In particular, the organic growth equal to +11.1% compared to 2015, was mainly driven by the
Shape Memory Alloys Business Unit (+12.2%), recording a significant organic growth in both segments: in
the medical SMA segment, the organic growth (+11.8%) was favored by increased volumes of both the more
traditional products and of the new medical devices recently introduced; in the industrial SMA segment, the
organic growth was equal to +15.8%, thanks to increased sales of SMA wires and springs, in particular in the
automotive and consumer sectors.

In the Industrial Applications Business Unit the organic growth (+10.4%) was instead driven by the excellent
performance in the gas purification business (organic growth equal to +15.6%), as well as by the recovery in
the security and defense sectors that, together, more than offset the structural decrease of the lamps business
(penalized by the competition of the LED technology) and the decrease in the thermal insulation business
(penalized by the negative trend in the refrigeration market and by the persistent weak demand of getter
solutions for the oil drilling business). The vacuum pumps business showed a slight organic growth (+0.8%):
in the fourth quarter of the year sales showed a turnaround, after nine months of weakness, thanks to the start
of an important European research project.

Including the share of the revenues of the joint venture Actuator Solutions and SAES RIAL Vacuum S.r.l.,
the total revenues of the Group® were closed to 200 million euro (+13.4% compared to 2015).

The growth in consolidated revenues allowed for the significant improvement of the economic indicators.
In particular please note the increase in the EBITDA?, driven by the gas purification sector and by the medical
SMASs segment.

Finally, with regards to the financial management, please note that the net financial position (-33.8 million as
at December 31, 2016) was strongly influenced by the investments made to support the future growth of the
Group, including both the extraordinary operations undertaken during the year (in particular, the acquisition
of Metalvuoto S.p.A. and the investment in the newco Flexterra, Inc.), as well as the capex for the expansion
of the production capacity.

Here below the other significant events occurred in 2016.

2 Total revenues of the Group are achieved by incorporating with the proportional method, instead of the equity method used in the
financial statement, the 50% joint venture Actuator Solutions, as well as the new joint venture SAES RIAL Vacuum S.r.l., of which
SAES currently owns 49% of the share capital.

® EBITDA is not deemed as an accounting measure under International Financial Reporting Standards (IFRS); however, we believe
that EBITDA is an important parameter for measuring the Group’s performance and therefore it is presented as an alternative
indicator. Since its calculation is not regulated by applicable accounting standards, the method applied by the Group may not be
homogeneous with the ones adopted by other Groups. EBITDA is calculated as “Earnings before interests, taxes, depreciation and
amortization”.
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On January 15, 2016 SAES Nitinol S.r.l. made a further capital injection, equal to 1 million euro, in favor of
the joint venture Actuator Solutions GmbH, to support its investments. The same amount was paid by the
50% joint partner Alfmeier, through the company SMA Holding GmbH.

On January 19, 2016, as envisaged by the contract signed on December 23, 2015 between SAES Getters
S.p.A. and Rodofil s.n.c., the Parent Company acquired a further 39% of the joint venture SAES RIAL
Vacuum S.r.l., for a pre-determined price equal to 1.3 million euro. The total investment of SAES Getters
S.p.A. in the joint venture is currently equal to 49%* of its share capital

On February 26, 2016 SAES Getters S.p.A. acquired the remaining 4% of the share capital of E.T.C. S.r.l.
from the minority shareholder, for a consideration of 0,2 million euro. Following such acquisition, SAES
Getters S.p.A. is now the sole shareholder of E.T.C. S.r.1.

On March 3, 2016 the Extraordinary Shareholders’ Meeting of SAES Getters S.p.A. approved the amendment
to article 11 of the Company’s By-Laws, with the introduction of the increase of the voting right and the
assignment of two votes for each ordinary share of the Company held for a period of at least 24 months on a
continuous basis. This increase is not extended to the holders of savings shares, as they do not have any
voting right, or the right to attend the shareholders' meetings.

The introduction of the increase of the voting right will help to support the Company's growth by encouraging
the medium-long term investment in the share capital of the Company and thus the stability of the
shareholding structure, which has always been a strength and it is in line with the mid-long term interests of
the Company.

At the end of April 2016 SAES Nitinol S.r.l. granted an additional 1 million euro loan to Actuator Solutions
GmbH, aimed at financially supporting the operating activities of the joint venture. The loan expires on April
30, 2019 and provides for a flexible repayment schedule within the maturity date and a fixed annual interest
rate equal to 6%. A loan of the same amount and conditions was granted by the 50% joint partner Alfmeier,
through the company SMA Holding GmbH.

At the end of 2014 Memry Corporation had officially signed an agreement with the State of Connecticut to
obtain a soft financing in several tranches, for a total amount of 2.8 million USD. The loan, with duration of
ten years and an annual subsidized interest rate of 2%, was used to purchase new machinery and equipment
necessary to expand the production plant in Bethel. The first tranche of the soft financing, equal to 2 million
USD, was paid by the State of Connecticut to the US subsidiary on February 20, 2015. The second and last
tranche, equal to 0.8 million USD, was paid on June 10, 2016.

On July 18, 2016 a settlement agreement was signed to close the environmental dispute related to presumed
harmful emissions of mercury in the Onondaga Lake (located in the city of Syracuse, NY-USA) by a
company of the Group (King Laboratories, Inc. acquired by SAES Getters USA, Inc. in the Eighties and no
longer existing since decades), concerning the compensation for the environmental damages and the
purification of the water and of the sediment below the lake. The total cost of the agreement, without the
recognition of any liability for the SAES Group, amounted to 1,3 million USD®, which were paid by SAES
Getters USA, Inc. to the other party on September 13, 2016.

In July 2016 it was approved the transfer of the legal and operational offices of E.T.C. S.r.I from Bologna to
Lainate, at the production site of the Parent Company. Such transfer was finalized by the end of 2016.

On July 28, 2016 SAES Nitinol S.r.l. signed a new loan contract in favor of Actuator Solutions GmbH, aimed
at financially supporting the operating activities of the subsidiary Actuator Solutions Taiwan Co., Ltd. The
first tranche of the financing, equal to 2 million euro, was paid by SAES Nitinol S.r.l. on the day of the

4 Please notethat this percentage had already been used for consolidation purposes as at December 31,2015, representing the substantial interpretation
of the purchase agreement signed on December 23, 2015, which provided for the mutual commitment of the parties to increasethe investment of SAES
GettersS.p.A. in SAESRIAL Vacuum Sr.l. of an additional 39% by the end of January 2016, without any change in the corporate governance.
® Equal to 1,129 thousand euro, of which 689 thousand euro already accounted for asa provision at the end of 2015, and the remaining 440 thousand
euro recorded in the income statement for 2016.
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signature of the contract (July 28, 2016), while the second tranche, equal to 1 million euro, was paid on
September 28, 2016. The loan expires on April 30, 2019 and provides for a flexible repayment schedule
within the maturity date and a fixed annual interest rate equal to 6%. The 50% of the loan is granted by a
letter of patronage jointly signed by Alfmeier S.E. and SMA Holding GmbH, in favor of SAES Nitinol S.r.l.

At the end of September 2016 it was approved the liquidation of the 100% owned subsidiary Memry GmbH,
active in the sector of shape memory alloys, and the transfer of all its production and commercial activities
into other Group’s companies. This decision is in line with the corporate and organizational streamlining plan
in place, aimed at increasing the efficiency of the Group’s production activities on an international scale. This
transaction resulted in extraordinary restructuring charges equal to 1.3 million euro in the fourth quarter of
2016. The completion of such transaction is expected by the end of the second half of 2017.

At the end of September 2016 it was established the company Actuator Solutions (Shenzhen) Co., Ltd.,
wholly owned by Actuator Solutions GmbH. The corporate scope of this new company is the technology
development and the sale of actuators for the mobile market.

As at December 31, 2016 the controlling company didn’t make any capital contribution yet, and therefore the
new company is not operating.

Following the decease of Dr Pier Francesco Sportoletti, occurred in October 2016, Dr Angelo Rivolta
(formerly Minority Deputy Statutory Auditor) is the new Chairman of the Board of Statutory Auditors,
according to the Company’s By-Laws.

On October 10, 2016 SAES Getters S.p.A., following the agreement signed on July, 29, 2016, acquired from
Mirante S.r.l. a 70% majority interest in the share capital of Metalvuoto S.p.A., based in the province of
Monza Brianza, a well-established player in the field of advanced packaging, producing metalized and
innovative plastic films for food preservation. Thanks to this acquisition, SAES, that already cooperated with
Metalvuoto S.p.A. in testing the application of SAES’ functional polymer composites on the plastic films for
food preservation made by Metalvuoto S.p.A., aims at competing in the “smart” food packaging sector,
entering the market with a complete and innovative range of products, through the development of high
performance active plastics, characterized by transparency, biocompatibility and a reduced environmental
impact.

SAES Getters S.p.A. acquired 70% of Metalvuoto S.p.A. for a price based on a multiple of the EBITDA,
adjusted according to predefined financial parameters (including the net financial position and the value of the
finished goods inventory), equal to around 5.1 million euro.

A put and call option between the shareholders have been provided, to be exercised starting from the twelfth
month and within eighteen months from the date of the closing, for the acquisition of the remaining 30% of
the share capital of Metalvuoto by SAES, for a predetermined price, calculated with a similar method as for
the 70% first purchase. In case the option is not exercised within the agreed terms, SAES is committed to
acquire the remaining 30% of the share capital of the company within twenty-four months.

As set out in the shareholders’ agreements that govern the relationship between the parties of the company in
its new shareholding structure, the new Board of Directors of Metalvuoto S.p.A is composed by three
members, two of which nominated by the controlling company SAES, including the Managing Director; the
minority shareholder, Mirante S.r.l., is represented by the third member, the Chairman of the Board itself,
namely the founder Eng. Giovanni Ronchi.

On November 15, 2016 the corporate merger of the wholly owned subsidiary SAES Advanced Technologies
S.p.A. into SAES Getters S.p.A was implemented, through the completion, signature and filing of the merger
agreement in the Italian Business Register, by the two companies participating into the merger.

The merger produced its legal effects starting from December 31, 2016. For fiscal and accounting purposes
only, the merger operation had been backdated at January 1, 2016.

The merger produced no equity, economic or financial effect into the SAES Group’s consolidated financial
statements, nor provided any share swap, being the incorporated company already wholly owned by SAES
Getters S.p.A.

The transaction aims at optimizing the Group’s industrial policy, as part of an aggregating process aimed at
improving and integrating the Group’s Italian manufacturing factories, simplifying their industrial processes
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and R&D activities. At the same time, the merger aims at the optimization of the financial flows and at the
improvement of the equity structure, thanks to the streamlining of the corporate structure, as well as to the
strengthening of the market presence and of the competitiveness of the Parent Company.

On November 24, 2016 Actuator Solutions GmbH announced a restructuring plan, aimed at a cost reduction,
which provides for the focusing of the German industrial site on the development, production and
commercialization of devices mainly for the automotive sector.

The plan provides for a reduction in the workforce, already started at the end of 2016, that generated
extraordinary expenses equal to around 50 thousand euro.

On November 28, 2016 SAES Nitinol S.r.l. signed a further loan contract in favor of Actuator Solutions
GmbH, which granted for a loan to be provided in different tranches, for a maximum total amount of 4.5
million euro. The loan, aimed at financially supporting the joint venture’s operations, expires on April 30,
2019 and provides for a flexible repayment schedule within the maturity date and a fixed annual interest rate
equal to 6%. The first tranche of the financing, equal to 1 million euro, was paid by SAES Nitinol S.r.l. on
November 30, 2016. The contract provides for the priority reimbursement of such loan, compared to other
loans granted to Actuator Solutions by its shareholders.

On December 15, 2016 the SAES Group announced that it has started a transaction aiming at the
industrialization, production and commercialization of materials used in flexible organic transistors (OTFTs:
Organic Thin Film Transistors) in partnership with Polyera, a company based in the USA and Taiwan, already
active in the field of flexible thin film transistors for new generation displays and partner of SAES in the
development of organic electronics applications.

The new materials related to the transaction will be developed by the newco Flexterra, Inc., based in Skokie
(close to Chicago, lllinois, USA), dedicated to the manufacturing of materials and components for the
manufacturing of truly flexible displays, with an enormous application potential in different sectors.

The development of these materials is based on the competences in organic chemistry and material sciences
already present at SAES since 2008, gained with the development of its technological platform in the
functional polymers for the organic electronics and advanced packaging industries, in combination with the
expertise of Polyera in organic thin-film transistors.

The first products being made on the basis of the agreement will address the market of electrophoretic
displays (EPDs), often indicated as e-paper®, which, at present, are mainly used in e-books. The flexible
display market is not limited to the mere substitution of current displays, but it opens a broad range of new
applications, mainly still unexplored, in the field of “printed electronics”, such as wearable devices, active
signage, fully flexible OLEDs and OLETS, etc., addressing important emerging markets.

As at the end of December 2016, Flexterra was capitalized by Polyera and SAES Getters International
Luxembourg S.A.

In particular, Polyera transferred to Flexterra tangible and intangible assets (including IPs and know-how) for
an estimated value of 14 million USD and, against this contribution in kind, received Series A shares of
Flexterra, privileged, among other things, in the distribution of profits and in case of the sale of Flexterra.
SAES Getters International Luxembourg S.A. provided Flexterra with contributions in cash, in different
phases within the end of 2016, for a total capital contribution of 8.5 million USD, against which the company
received in turn Series A privileged shares of Flexterra.

On the basis of the agreement, Polyera will grant the shareholding rights in Flexterra to its investors, among
which there are two important Asian venture capital funds. These investors will also contribute in cash, with
an amount that will be exactly defined in the first quarter of 2017, and that will be between a guaranteed
minimum amount of 4.5 million USD, up to a maximum amount of 6 million USD.

SAES will transfer a further contribution of 4.5 million USD in capital — in addition to tangible and intangible
assets (IPs) with an estimated value of around 3 million USD - in a second phase, to be finalized upon the
achievement by Flexterra of technical and commercial objectives as set out in the agreement (namely, the
signature of a binding agreement for the commercialization of Flexterra products — milestone) no later than
March 31, 2018.

® The so-called ‘electronic ink’ reproduces the appearance of the real ink ona normal paper.
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On the basis of the current evaluation, the contribution of SAES is equivalent to an equity participation
representing around 35% of the share capital of Flexterra. Such participation is expected to increase up to
around 45% with the contribution to be finalized by March 31, 2018, subsequent to the achievement of the
above-mentioned milestone.

The transaction does not include any put & call option.

The Board of Directors of the new company will be composed of five members, two of which, including the
Chief Executive Officer, appointed by SAES.

On December 21, 2016, SAES Getters S.p.A. signed a new loan agreement with Intesa Sanpaolo S.p.A., for a
total amount of 10 million euro, with a duration of 6 years (expiring on December 21, 2022). The contract
provides for an initial 12-month grace period, during which only the interest on the loan will be paid. The
contract provides for the repayment of fixed principal amounts on a six-month basis and interests indexed to
the six-month Euribor, plus a spread equal to 1.2%.

The loan provides for the activation of financial covenants that are standard for this type of transactions,
calculated annually on consolidated economic and financial figures.

On December 22, 2016, SAES Getters S.p.A. signed a new loan agreement with Banco BPM, for a total
amount of 5 million euro, with a duration of 5 years (expiring on December 31, 2021). The contract provides
for an initial grace period lasting around 9 months, during which only the interest on the loan will be paid.
The reimbursement is agreed through variable quarterly principal amounts and interests indexed to the three-
month Euribor, plus a spread equal to 1%. The loan does not include any financial covenant.
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Sales and economical results for the fiscal year 2016
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In the fiscal year 2016 consolidated net
revenues were equal to 189,031 thousand euro,
up by 13.3% compared to 166,914 thousand euro
achieved in 2015.

The exchange rate effect was slightly positive
(+0.49%), due to the strengthening both of the US
dollar and of the Japanese yen against the euro,
while the organic growth amounted to +11.1%,
mainly driven by the shape memory alloys
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(SMASs) business both for medical and industrial
applications, by the gas purification segment and
by the recovery of the security and defense
market (Sensors and Detectors Business and
Electronic & Photonic Devices Business).
Finally, please note that the change in the scope
of consolidation following the acquisition of
Metalvuoto S.p.A., has generated an increase in
revenues equal to +1.8% 3,141 thousand euro in
absolute terms).

Total revenues of the Group, achieved by incorporating the joint ventures with the proportional method,
instead of with the equity method used in the financial statement would be equal to 198,384 thousand euro, up
by 13.4% compared to 174,989 thousand euro in 2015: the growth was attributable, in addition to the increase
in consolidated revenues (+13.3%), also to the increased revenues of the joint venture Actuator Solutions
(+7.9%) and to the consolidation of the new joint venture SAES RIAL Vacuum S.r.l. (of which SAES
currently owns 49% of the share capital) not yet operating at the end of the previous year.

(thousands of euro)

2016 2015 Difference Difference
%
Consolidated net sales 189,031 166,914 22,117 13.3%
50% Actuator Solutions' sales 9,321 8,638 683 7.9%
49% SAES RIAL VacuumS.r.l.' sales 773 0 773 n.a.
Eliminations (799) (636) (163) 25.6%
Other adjustments 58 73 (15) -20.5%
Total revenues of the Group 198,384 174,989 23,395 13.4%

The following chart shows the increase of consolidated net sales during the year 2016, highlighting the effect

of exchange rates, the growth related to the change in the scope of consolidation and the variation due to the
changes in selling prices and sales volumes.
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Net sales 2016 vs. 2015

(thousands of euro)

+3,141 +535

+18,381 c o

190,000

170,000

150,000
Perimeter
difference

2015 Organic
change

Exchange
rate effect

2016

Compared to the previous year, the consolidation in the last quarter of the revenues of Metalvuoto S.p.A.,
included in the Business Development Unit and then not allocated’ in the 2016 consolidated financial
statements, determined a reduction of the percentage weight of both the SMA Business Unit (from 38.2% to
37.9%) and the Industrial Applications Business Unit (from 61.1% to 59.8%).

Industrial
Applications
59.8%

2016 netsales
by Business Unit
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2.3%

Shape
Memory
Alloys
37.9%

Industrial

61.1%

Applications

2015 netsales by
Business Unit
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0.7%

Shape
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Alloys
38.2%

The following table contains the breakdown of the consolidated net sales by business segment in 2016 and in
2015, along with the percent change at current and comparable exchange rates and shows the percent change
related to the new scope of consolidation.

7 The revenues of Metalvuoto S.p.A.will be classified into a newspecific Business Unit starting from January 1, 2017.
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(thousands of euro)

Exchange rate Organic Perimeter
Business 2016 2015 Difference Difference effect change difference
% % % effect %

Electronic & Photonic Devices 14,733 13,455 1,278 9.5% 0.8% 8.7% 0.0%
Sensors & Detectors 15,008 11,155 3,853 34.5% -0.8% 35.3% 0.0%
Light Sources 7,791 9,234 (1,443) -15.6% 0.9% -16.5% 0.0%
Vacuum Systems 8,737 8,593 144 1.7% 0.9% 0.8% 0.0%
Thermal Insulation 5,190 6,382 (1,292) -18.7% 2.1% -20.8% 0.0%
Pure Gas Handling 61,617 53,192 8,425 15.8% 0.2% 15.6% 0.0%
Industrial Applications 113,076 102,011 11,065 10.8% 0.4% 10.4% 0.0%
SMA Medical Applications 62,651 55,956 6,695 12.0% 0.2% 11.8% 0.0%
SMA Industrial Applications 8,952 7,724 1,228 15.9% 0.1% 15.8% 0.0%
Shape Memory Alloys 71,603 63,680 7,923 12.4% 0.2% 12.2% 0.0%
Business Dewelopment 4,352 1,223 3,129 255.8% 0.0% -1.2% 257.0%
Total net sales 189,031 166,914 22,117 13.3% 0.4% 11.1% 1.8%

Consolidated revenues of the Industrial Applications Business Unit amounted to 113,076 thousand euro in
2016, up by 10.8% compared to 102,011 thousand euro in the previous year. The currency trend led to a
positive exchange rate effect equal to +0.4%, net of which revenues increased by 10.4%.

The businesses showing a strong organic growth were the Pure Gas Handling Business (organic growth equal
to +15.6%), whose positive performance was linked to the strong investments in silicon foundries and in
memories in Asia, as well as in the display segment. Also the Sensors and Detectors Business (+35.3%) and
the Electronic & Photonic Devices Business (+8.7%) recorded an organic growth, thanks to the recovery of
investments in the security & defense area.

The Vacuum Systems Business recorded a slight organic growth (+0.8%): the sales of vacuum pumps, after
nine months of weakness, marked a turnaround in the fourth quarter of 2016, thanks to the start of an
important European research project.

On the other hand, despite the favorable exchange rate effect, the following segments decreased: the Light
Sources Business (with an organic decrease of 16.5%), penalized by the technological competition of the
LEDs towards the fluorescent lamps, and the Thermal Insulation Business (-20.8%), in which the good results
of the vacuum bottle segment did not completely offset the weak demand of getter solutions for oil extraction
(penalized by the decrease of the crude oil price), as well as the contraction of the sales in the refrigeration
market (subject to a more and more increasing competitive pressure).

Sales of the Electronic & Photonic Devices Business were equal to 14,733 thousand euro in 2016, compared
to 13,455 thousand euro in 2015 (+9.5%). Excluding the positive exchange rate effect (+0.8%), the
price/quantity effect was equal to +8.7%.

Sales of the Sensors & Detectors Business were equal to 15,008 thousand euro in 2016, up by 34.5%
compared to 11,155 thousand euro in 2015. Excluding the negative exchange rate effect (-0.8%, mainly due to
the depreciation of the renminbi against the euro), the overall organic growth was equal to 35.3%.

Sales of the Light Sources Business amounted to 7,791 thousand euro, down by 15.6% compared to 9,234
thousand euro in 2015. Excluding the positive exchange rate effect (+0.9%), the lamps business showed an
organic decrease of 16.5% compared to the previous year.

Sales of the Vacuum Systems Business were equal to 8,737 thousand euro in 2016, up by 1.7% compared to
8,593 thousand euro in 2015. Excluding the positive exchange rate effect (+0.9%), the overall organic growth
was equal to 0.8%.

Sales of the Thermal Insulation Business were equal to 5,190 thousand euro in 2016, compared to 6,382

thousand euro in 2015 (-18.7%). The currency effect was positive and equal to +2.1%, while the overall
organic decline amounted to -20.8%.
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Sales of the purification sector (Pure Gas Handling Business) were equal to 61,617 thousand euro in 2016,
compared to 53,192 thousand euro in 2015 (+15.8%). Excluding the positive exchange rate effect (+0.2%),
the overall organic growth was equal to +15.6%.

Consolidated revenues of the Shape Memory Alloys Business Unit were equal to 71,603 thousand euro in
2016, showing an increase (+12.4%) compared to 53,680 thousand euro in the previous year. The exchange
rate effect was slightly positive and equal to +0.2%, net of which the organic growth was equal to +12.2%.
Both segments of this Business Unit recorded a two-digit growth.

The medical SMA segment (raw material and Nitinol components) recorded an organic growth equal to
+11.8%, driven both by the new and more sophisticated Nitinol-based medical devices, which came into force
during the year, and by the growth of the reference end-market.

Also the industrial SMA segment recorded a strong organic growth (+15.8%), thanks to the increased sales of
SMA springs and trained wires, mainly for the automotive and consumer markets.

Sales of the SMA Medical Applications Business were equal to 62,651 thousand euro, up by 12% compared to
55,956 thousand euro in 2015. Excluding the positive exchange rate effect (+0.2%), the organic growth was
equal to +11.8%.

Sales of the SMA Industrial Applications Business were equal to 8,952 thousand euro in 2016, up by 15.9%
compared to 7,724 thousand euro in 2015. The exchange effect was slightly positive and equal to +0.1%,
while the price/quantity effect was equal to +15.8%.

The Business Development Unit that includes projects of basic research or development, aimed at
diversifying into innovative businesses, as well as revenues recorded by the newly acquired Metalvuoto
S.p.A.%, in the fourth quarter of 2016, closed the year 2016 with revenues equal to 4,352 thousand euro
compared to 1,223 thousand euro in the previous year.

The increase is entirely attributable to the change in the scope of consolidation, while, in the business of
OLED screens, the increase in the sales of moisture-absorbers functional polymers offset the lower sales of
alkaline metals dispensers.

The following chart shows the quarterly trend of revenues in 2016, with evidence of the breakdown by
Business Unit.

Quarterly net sales trend
(thousands of euro)
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M Industrial Applications Shape Memory Alloys Business Development

8 As already mentioned. please note that, starting from January 1, 2017, revenues of Metalvuoto S.p.A will be attributed to a specific Business Unit.
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In particular, please note that the increase in revenues in the fourth quarter of 2016 was driven by the excellent
performance of the gas purification business, as well as by the first consolidation of the revenues of the newly
acquired Metalvuoto S.p.A., that will be classified in a specific Business Unit starting from January 1, 2017. In
the same quarter, finally please note the increase in revenues also in the vacuum pumps sector, thanks to the
start of a major new European research project.

The following table contains the quarterly net sales trend in 2016 with evidence of the breakdown by
Business.

(thousands of euro)

1% Quarter | 2" Quarter | 3™ Quarter | 4™ Quarter
Business 2016 2016 2016 2016
Electronic & Photonic Devices 3,411 3,853 3,843 3,626
Sensors & Detectors 3,653 3,744 3,500 4,111
Light Sources 2,081 1,886 1,786 2,038
Vacuum Systems 1,948 1,513 1,689 3,587
Thermal Insulation 1,390 1,052 1,500 1,248
Pure Gas Handling 15,104 14,250 11,050 21,213
Industrial Applications 27,587 26,298 23,368 35,823
SMA Medical Applications 15,427 15,054 15,800 16,370
SMA Industrial Applications 2,372 2,560 2,062 1,958
Shape Memory Alloys 17,799 17,614 17,862 18,328
Business Dewelopment 276 258 259 3,559
Total net sales 45,662 44,170 41,489 57,710

A breakdown of revenues by geographical location of customers is provided below.

(thousands of euro)

Geographical area 2016 % 2015 % Difference | Difference
%

Italy 2,332 1.2% 1,924 1.2% 408 21.2%
Europe 32,584 17.2% 32,849] 19.7% (265) -0.8%
North America 83914 44.4% 74,9401 44.9% 8,974 12.0%
Japan 5,769 3.1% 5,815 3.5% (46) -0.8%
South Korea 11,648 6.2% 11,883 7.1% (235) -2.0%
China 24,008 12.7% 16,832 10.1% 7,176 42.6%
Other Asian countries 26,528] 14.0% 194751 11.7% 7,053 36.2%
Others 2,248 1.2% 3,196 1.8% (948) -29.7%
Total net sales 189,031} 100.0% 166,914] 100.0% 22,117 13.3%
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The main changes related to the geographical
distribution of revenues refer to the gas
purification sector, whose sales’ decline in Europe,

2016 net sales-by Geographical Area
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The revenues’ growth in China (+42,6%) was also
supported by the higher sales of getter solutions in
the Sensors & Detectors Business.

Sales in North America increased (+12%) thanks to
the aforementioned growth in the SMA medical
segment, while the first consolidation of Metalvuoto
S.p.A. allowed to offset the decrease of the Pure Gas

Handling Business in Europe.
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Consolidated gross profit was equal to 85,120 thousand euro in 2016 compared to 72,084 thousand euro in
2015. The marked growth (+18.1%) was mainly attributable to the increase in revenues, as well as to the
improvement in the gross margin® (up from 43.2% in 2015 to 45% in 2016), mainly driven by the gas
purification business and the Shape Memory Alloys Business Unit. For further details, please refer to the
Business Unit analysis.

The following table shows the 2016 consolidated gross profit by Business Unit, compared to the previous year
and shows the change due to the acquisition of Metalvuoto S.p.A.

(thousands of euro) of which:
Difference Perimeter
Business Unit 2016 2015 Difference % difference
Industrial Applications 55,346 48,142 7,204 15.0% 0
% on Business Unit net sales 48.9% 47.2%
Shape Memory Alloys 29,260 23,994 5,266 21.9% 0
% on Business Unit net sales 40.9% 37.7%
Business Development & Corporate Costs 514 (52) 566 1088.5% 307
% on Business Unit net sales 11.8% -4.3%
Gross profit 85,120 72,084 13,036 18.1% 307
% on net sales 45.0% 43.2% 9.8%

Gross profit of the Industrial Applications Business Unit was equal to 55,346 thousand euro in 2016,
compared to 48,142 thousand euro in 2015. This increase (+15%) was attributable both to the increase in sales
of this operating segment, and - to a lesser extent — to a different and more favorable product mix, as well as
to the excellent contribution of the gas purification segment and of the security & defense related business.

In the Shape Memory Alloys Business Unit the increase in sales has allowed the strong growth both in the
gross profit (+21.9%, from 23,994 thousand euro in 2015 to 29,260 thousand euro in 2016) and in the gross
margin (from 37.7% in 2015 to 40.9% in 2016). In particular, the gross margin increased in both the business
segments, the medical and the industrial one, as the result of the greater economies of scale and of the
improved efficiency of the new productions, in addition to the higher proportion of sales for added value
Nitinol components.

® Calculated as the ratio between the gross profit and the consolidated sales.
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Gross profit of the Business Development Unit & Corporate Costs was equal to 514 thousand euro (11.8%
of consolidated revenues), compared to a loss equal to 52 thousand euro in the previous year (-4.3% of
consolidated revenues). The improvement was mainly attributable to the consolidation of the gross profit of
Metalvuoto S.p.A. related to the fourth quarter of the year, whose acquisition was finalized on October 10,
2016.

The following chart shows the quarterly trend of both the consolidated gross profit and gross margin.

Please note that the continuous improvement in the gross margin during 2016 has been interrupted only in the
last quarter, due to the dilutive effect of the initial consolidation of Metalvuoto S.p.A., whose gross margin is
lower than the average one of the SAES Group.

Quarterly trend of gross profit & gross margin
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Consolidated operating income amounted to 26,156 thousand euro in 2016, with a strong increase (+5,657
thousand euro, equal to +27.6%) compared to an operating income equal to 20,499 thousand euro in the
previous year. In percentage terms, the operating margin was equal to 13.8%, compared to 12.3% in 2015.
The increase in revenues and in the gross margin enabled the improvement in the operating indicators
compared to the previous year, despite the increase of operating expenses (increased consultant fees for
corporate extraordinary projects developed during the year, in addition to the higher accrual for the variable
remuneration of the Executive Directors, as well as higher costs for employed personnel).

The following table shows the operating result of the fiscal year 2016 by Business Unit, compared with the
previous year and shows the effect related to the change in the scope of consolidation.
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(thousands of euro)

of which:

Difference Perimeter

Business Unit 2016 2015 Difference % difference
Industrial Applications 31,191 27,460 3,731 13.6% 0
Shape Memory Alloys 17,244 13,561 3,683 27.2% 0
Business Development & Corporate Costs (22,279) (20,522) (1,757) -8.6% (140)
Operating income (loss) 26,156 20,499 5,657 27.6% (140)
% on net sales 13.8% 12.3% -4.5%
Settlement agreement Onondaga Lake (440) (689) 249 36.1% 0
Costs for severance and for retention plan of Memry GmbH (1,258) 0 (1,258) n.a. 0
Operating income (loss) adjusted 27,854 21,188 6,666 31.5% (140)
% on net sales 14.7% 12.7% -4.5%

As shown in the above table, excluding the cost following the signature of a settlement agreement for the
definition of the environmental dispute regarding the compensation for the environmental damages and the
water and below sediment purification of the Onondaga Lake (for further details please refer to the paragraph
“Relevant events occurred in 2016” and the Notes no. 7 and no.29), as well as the extraordinary costs for
severance and for the strategic employees’ retention plan, related to the transfer of the production activities of
Memry GmbH and the subsequent liquidation of the German subsidiary, the adjusted operating income *°
was equal to 27,854 thousand euro (14.7% of consolidated revenues).

Operating income of the Industrial Applications Business Unit was equal to 31,191 thousand euro in 2016,
up by 13.6% compared to 27,460 thousand euro in 2015: the increase in revenues and in the gross margin
more than offset the increase in the operating expenses, in particular those items mostly related with the
volumes of sales, such as commissions to agents and transport costs.

Operating income of the Shape Memory Alloys Business Unit amounted to 17,244 thousand euro, up by
+27.2% compared to 13,561 thousand euro in the previous year. This increase was exclusively attributable to
the strong increase in sales and in the gross margin; in fact, excluding the above-mentioned extraordinary
personnel costs related to the liquidation of Memry GmbH (equal to 1,258 thousand euro), the operating
expenses in 2016 were substantially in line with those of the previous year (10,919 thousand euro in 2016,
against 10,528 thousand euro in 2015).

The operating result of the Business Development & Corporate Costs was negative and equal to -22,279
thousand euro and it included both the result of the Business Development Unit and the costs that cannot be
directly attributed or reasonably allocated to any business sector but refer to the Group as whole; this figure
compares to an operating loss of -20,522 thousand euro in 2015. The worsening was mainly due to higher
corporate general and administrative expenses (higher costs for variable remuneration to Executive Directors
and increased consultant fees for corporate extraordinary projects implemented during the year).

Consolidated operating expenses were equal to 58,228 thousand euro, compared to 50,747 thousand euro in
the previous year. Excluding the extraordinary personnel costs related to the decision of liquidating the
German subsidiary Memry GmbH, operating expenses were equal to 56,970 thousand euro and showed a
physiological increase (+12.3%) related to the increase in revenues.

The increase mainly regarded the general and administrative expenses (+2,841 thousand euro, excluding the
one-off costs for Memry GmbH). In particular, please note the increased consultant fees for corporate
extraordinary projects developed during the year, in addition to higher costs for employed personnel, as well
as the higher accrual for the variable remuneration of the Executive Directors.

10 Adjusted operating income s the operating income itself, further adjusted by excluding non-recurringamounts, not considered as indicators of the
current operating performance by the Management. As its calculation isnot ruled by the IFRSprinciples, the method applied by the Group may be not
homogeneous, and so far not comparable, with the ones applied by other Groups.
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Within the selling expenses, the increase (+2,398 thousand euro) mainly regarded variable costs in relation to
sales volumes, as agent commissions and transport costs. In addition, please note the increase in personnel
costs subsequent to the strengthening of the sales structure in the USA.

R&D expenses were substantially in line with those of the previous year.

The following chart shows the trend of consolidated operating expenses in the fiscal year 2016, including the
increase related to the acquisition of Metalvuoto S.p.A.

Trend of 2016 operating expenses
(thousands of euro)
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In 2016 the total labor cost was equal to 70,877 thousand euro, compared to 62,262 thousand euro in 2015:
excluding both the extraordinary costs for severance and for the strategic employees’ retention plan of Memry
GmbH (1,258 thousand euro), and the increase related to the change in the scope of consolidation (477
thousand euro), the growth (6,880 thousand euro) was due to the increase in the average number of the
Group’s employees concentrated in the shape memory alloys and in the purification business, as well as to
higher accruals for the variable components of salaries, estimated to grow in line with the trend of the
economic performance.

The result of the year included depreciation and amortization equal to 8,525 thousand euro, in line with the
previous year (8,511 thousand euro).

Consolidated EBITDA was equal to 35,469 thousand euro (18.8% of consolidated revenues) in 2016, up by
20.7% compared to 29,375 thousand euro (17.6% of consolidated revenues) in 2015, mainly driven by the gas
purification sector and by the medical SMAs segment.

As shown in the following table, excluding the cost related to the settlement agreement for the definition of
the environmental dispute regarding the Onondaga Lake as well as the non-recurring costs for severance and
for the retention plan dedicated to the strategic employees of Memry GmbH, the adjusted EBITDA' was
equal to 37,167 thousand euro in 2016, equal to 19.7% of the consolidated revenues.

The following table shows the reconciliation between EBITDA, adjusted EBITDA and operating income,
compared with the previous year.

' Adjusted EBIT DA is meant tobe the EBITDA itself, further adjusted to exclude non recurring items or anyway considered as not indicating the
current operating performance by the Management. As its calculation is not ruled by the IFRSprinciples, the method applied by the Group may be not
homogeneous, and so far not comparable, with the ones applied by other Groups.
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(thousands of euro)

of which:

2016 2015 | Difference | Dierence | | Perimeter

% difference
Operating income 26,156 20,499 5,657 27.6% (140)
Depreciation and amortization (8,525) (8,511) (14) -0.2% (149)
Write-down of assets (138) (311 173 55.6% 0
Bad debt provision accrual (release) (650) (54) (596) -1103.7% (48)
EBITDA 35,469 29,375 6,094 20.7% 57
% on sales 18.8% 17.6% 1.8%
Settlement agreement Onondaga Lake (440) (689) 249 36.1% 0
Costs for severance and for retention plan of Memry GmbH (1,258) 0 (1,258) n.a. 0
EBITDA adjusted 37,167 30,064 7,103 23.6% 57
% on sales 19.7% 18.0% 1.8%

The net balance of other income (expenses) was negative and equal to 736 thousand euro, substantially in
line with a negative balance of 838 thousand euro in 2015. This amount included, in both years, the cost
related to the settlement agreement for the definition of the environmental dispute regarding the purification
of the Onondaga Lake (689 thousand euro accounted for at the end of 2015 and 440 thousand euro recorded in
the income statement in the first half of 2016). In addition, the 2016 figure included the cost for purchasing
from Polyera Corporation a licensee on 50% of the OLET technology that the Group developed in partnership
with Polyera itself (242 thousand euro).

The net balance of financial income and expenses was negative for 1,220 thousand euro (compared to a
negative balance of 1,528 thousand euro in 2015) and it mainly included interest expenses on long term loans
held by the Parent Company, by the newly acquired Metalvuoto S.p.A. and by the US subsidiary Memry
Corporation, as well as the bank fees related to the credit lines held by SAES Getters S.p.A. The decrease in
financial expenses was related both to the decrease in the average net financial indebtedness in 2016
compared to the previous year, and to the reduction of the interest rates. In particular, the lower costs on loans
in the form of “hot money” and on the use of bank credit lines were only partially offset by the increase in
interests related to medium-long-term bank loans.

The loss deriving from the evaluation with the equity method of the joint ventures totally amounted to -
3,325 thousand euro (compared to -1,843 thousand euro in the previous year) and it was mainly attributable to
the joint venture Actuator Solutions. For more details on the composition of such loss, please refer to the Note
no. 9 and the Note no. 16.

The sum of the exchange rate differences recorded a slightly positive balance for 52 thousand euro in 2016,
compared to a positive balance of 694 thousand euro in 2015. The positive balance of 2015 was mainly due to
foreign exchange gains (1,907 thousand euro) following the partial release into the income statement of the
translation reserve generated by the consolidation of SAES Getters (Nanjing) Co., Ltd. and of SAES Getters
Korea Corporation, following the partial reduction of the share capital of the two Asian subsidiaries. These
gains were partially offset by the losses realized on forward contracts entered to hedge commercial
transactions in dollars and yen (-986 thousand euro), in addition to foreign exchange losses (about -0.5
million euro) generated in the last part of the year from the conversion of the financial credit denominated in
euro of the Korean subsidiary versus the Parent Company, only partially hedged by forward contracts.

Consolidated income before taxes amounted to 21,663 thousand euro (11.5% of consolidated revenues),
showing an increase of +21.6% compared to an income before taxes of 17,822 thousand euro in the previous
year (10.7% of consolidated revenues).

Income taxes amounted to 7,581 thousand euro in 2016, compared to 9,002 thousand euro in the previous
year. The Group’s tax rate was equal to 35%, significantly improved when compared to 50.5% of the
previous year, as a result of lower tax losses realized by the Parent Company (on which deferred tax assets
were prudentially not recognized), in addition to the release of the fiscal provision of 500 thousand euro
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related to the assessment on the fiscal declaration of the Parent Company for the year 2005, following the
positive outcome of the existing dispute commenced by the Company.

Consolidated net income Consolidated net income amounted to
(thousands of euro) 14,082 thousand euro (7.4% of consolidated
14.082 revenues) in 2016, strongly increased
15.000 o (+59.7%) compared to a consolidated net
13.000 income of 8,820 thousand euro (5.3% of
11.000 8,820 consolidated revenues) in 2015.
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Net financial position — Investments — Other information

A breakdown of the items making up the consolidated net financial position is provided below.

(thousands of euro)

December 31, June 30, December 31,
2016 2016 2015

Cash on hands 19 22 23
Cash equivalents 14,321 28,291 24,021
Cash and cash equivalents 14,340 28,313 24,044
Related parties current financial assets 565 437 555
Other current financial assets 1 0 0
Current financial assets 566 437 555
Bank overdraft (6,847) (16,504) (5,012
Current portion of long term debt (8,239) (7,252) (7,136)
Other current financial liabilities (1,200) (801) (1,957)
Current financial liabilities (16,186) (24,557) (14,105)
Current net financial position (1,280) 4,193 10,494
Related parties non current financial assets 5,249 1,449 600
Long termdebt, net of current portion (35,916) (23,882) (27,019)
Other non current financial liabilities (1,829) (1,271) (1,355)
Non current liabilities (37,745) (25,153)[ (28,374)
Non current net financial position (32,496) (23,704) (27,774)
Net financial position (33,776) (19,511) (17,280)

The consolidated net financial position as at December 31, 2016 was negative for 33,776 thousand euro
(cash equal to +14,340 thousand euro and net financial liabilities of -48,116 thousand euro) compared to -
17,280 thousand euro as at December 31, 2015 (cash equal to +24,044 thousand euro and net financial
liabilities of -41,324 thousand euro).

The net financial position was strongly influenced by the investments made to support the future growth,
including both the extraordinary operations undertaken during the year (in particular, the acquisition of
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Metalvuoto S.p.A. and the investment in the newco Flexterra, Inc.), as well as the capex for the expansion of
the production capacity.

As at December 31, 2016, please note the strong
increase in the net working capital. In fact, the
; . self-financing was partially offset by the increase

Net financial position
(thousands of euro)

-10.000 T

-16,331 in trade receivables, as well as in the inventory
-15.000 -17,280 of the gas purification sector, the former related
A\ to the sales increase recorded in the last period of

-20.000

/ 2016, while the latter in anticipation of the sales

-25.000 \ \ of the beginning of 2017. The operating cash
\ /15 \ flows still supported both the payment of

-30.000 \ dividends and the above mentioned disbursement
435,000 for investment activities.

-33,776

40,000 -36,546

2012 2013 2014 2015 2016

In particular, the payments for the purchase of tangible and intangible assets, net of proceeds deriving from
the sale of such assets, amounted to -8,860 thousand euro. Still within the investment activities, it must also
be included the purchase of the minority interest in E.T.C. S.r.l. (-249 thousand euro), the capital contribution
made during the year in favor of the joint venture Actuator Solutions GmbH (-1,000 thousand euro), the
capitalization of the new company Flexterra, Inc. (-8,146 thousand euro) as well as the purchase of
Metalvuoto S.p.A. (7,888 thousands euro, inclusive of an acquired net debt of -1,444 thousand euro and of
652 thousand euro related to the debt for the purchase of the remaining 30% by the end of 2018).

With regard to financing activities, the expenses for dividend payments amounted to 8.5 million euro.

The exchange rate impact on the net financial position has been slightly negative (-0.2 million euro), mainly
due to the negative effect generated by the revaluation of the US dollar on the indebtedness in dollars, only
partially offset by the positive effect on the cash in the same currency.

The chart below shows the quarterly amount of the net financial position during the year 2016.

Quarterly net financial position
(thousands of euro)

-16.000 _ - - -
18,000 -19,511 -19,358
-20.000 +—= ;

-22.000

-24.000

-26.000

N\
-28.000 \\

30000 -33,776
-32.000

-34.000 \
Dec 31,2015 Mar31,2016 Jun30,2016 Sep 30,2016 Dec 31,2016

Please note that the decline in net financial position in the fourth quarter of 2016 was attributable, as well as
to the increase in net working capital above mentioned, even to the extraordinary transactions carried out
during the last quarter (in particular, the acquisition of Metalvuoto S.p.A. and the investment in the newco
Flexterra, Inc.), despite the strong operating cash generation, related to the increase in both sales and earnings.
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In 2016 the monetary disbursements for investments in tangible assets amounted to 8,663 thousand euro,

compared to 5,017 thousand euro in the previous year. Instead, the investments in intangible assets were not

significant (202 thousand euro, compared to 42 thousand euro in 2015). For more details on the capex of the
year, please refer to the notes no 14 and no 15.
Always within the investment activities, please note also the payment of 1,284 thousand euro for the purchase
of the additional 39% of the share capital of the joint venture SAES RIAL Vacuum S.r.l., the purchase of 4%
of the share capital of ETC S.r.1,, for a consideration of 249 thousand euro, the capital contribution of 1,000
thousand euro in favor of the joint venture Actuator Solutions, as well as the investment in Flexterra, Inc.
(8,146 thousand euro) and the payment for the purchase of 70% of Metalvuoto S.p.A. (5,825 thousand euro,
inclusive of the negative net cash of the latter).
Finally, within the investment activities there is also the payment for the earn-out related to the technological
upgrading of the purification business carried out during 2013 (254 thousand euro in 2016).

The following table shows the maturity profile the consolidated bank debt as at 31 December 2016.

15,618

1

15,000
10,000

5,000

. l ]

Bank debt maturity - December 31, 2016
(thousand of euro)

10,661 10,676

3,401

2,938

Less than 1 year

m Long-term loans

Between 1 and
2 years

Between 4 and
5 years

Between 3 and
4 years

Bank overdraft

Between 2 and
3 years
Short-term debt

m Import financing

Over 5 years
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The composition of net sales and costs (cost of sales and operating expenses) by currency in 2016 is provided

below.
% of sales by currency - 2016 % of costs by currency - 2016
JPY Other
RMB JPY RMB T -
2.1% 2.4% 0.8% 0.7% 0.4%
16.1%
KRW
0.5%

usD
61.6%

The official price trend for ordinary and savings shares during the year 2016 and the first months of 2017 is

given below.
SAES Getters S.p.A. stock performance l e Ordinary shares  smSavings shares ‘
15.00
14.00
13.00
T 12.00 M/‘r
=
2 1100
g /
H 10.00
:g 9.00
5 sa00
7.00
6.00
2016 2017
Trading days

The value of ordinary shares, listed on the STAR segment of Mercato Telematico Azionario of Borsa Italiana,
decreased by 7.9% in 2016, while the saving shares recorded a decrease in their value of -3.3%, compared
with a decrease of 8.3% recorded by the FTSE MIB index and an increase of 5.8% recorded by the FTSE

Italia Star

index.
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The following table shows the main accounting ratios.

Ratios 2016 2015 2014
Operating income/Total net sales % 138 123 9.9
Income before taxes/Total net sales % 115 10.7 7.8
Net income from continued operations/Total net sales % 74 5.3 26
Net income from continued operations/Average shareholders' equity (ROAE) % 11.7 7.8 3.3
Research expenses/Total net sales % 7.8 8.3 109
Depreciation of tangible assets/Total net sales % 3.8 43 5.4
Cash flows from operating activities/Total net sales % 9.9 138 10.6
Taxes/Income before taxes % 35.0 50.5 66.6
Total net sales/Average number of employees (*) keuro| 186 i 177 f 147
Accumulated depreciation/Tangible assets % 718 711 69.8

(*) Calculated without considering the employees of the joint ventures, evaluated using the equity method.

Performance of SAES Getters S.p.A.’s subsidiaries in 2016

SAES ADVANCED TECHNOLOGIES S.p.A., Avezzano, AQ (Italy)

On November 15, 2016 the corporate merger of the wholly owned subsidiary SAES Advanced Technologies
S.p.A. into SAES Getters S.p.A was implemented, through the completion, signature and filing of the merger
agreement in the Italian Business Register, by the two companies participating into the merger.

The merger produced its legal effects starting from December 31, 2016, while for fiscal and accounting
purposes, the merger operation had been backdated at January 1, 2016. Therefore, with regard to the
performance of SAES Advanced Technologies S.p.A. in 2016, please refer to the Report on operations of
SAES Getters S.p.A.

SAES GETTERS USA, Inc., Colorado Springs, CO (USA)

The company reported consolidated revenues equal to 90,443 thousand USD in 2016 (81,708 thousand euro
at the average exchange rate of 2016), compared to 79,515 thousand USD (71,667 thousand euro at the
average exchange rate of 2015) in the previous year and a consolidated net income of 4,592 thousand USD
(4,148 thousand euro), compared to a consolidated net income of 7,130 thousand USD (6,426 thousand euro)
in 2015.

Further notes are provided below.

The US parent company SAES Getters USA, Inc., which operates primarily in the Industrial Applications
Business Unit, recorded sales of 15,205 thousand USD, compared to 13,831 thousand USD recorded in the
previous year: the increase in the sales in the Electronic & Photonic Devices Business and in the Sensors &
Detectors one (favored by the recovery of the security and defense sectors) more than offset the decrease in
sales of getter components for fluorescent lamps and getter solutions for thermal insulation used in the oil
extraction business.

The company ended the year with a net income of 4,592 thousand USD, down compared to a net income of
7,130 thousand USD in 2015: despite the increase of the sales and the gross margin, the net income decreased
as a consequence of both the cost related to the signature of a settlement agreement for the definition of the
environmental dispute related to presumed harmful emissions of mercury in the Onondaga Lake (1,250
thousand USD), and the lower earnings deriving from the evaluation with the equity method of the
shareholding in the subsidiary SAES Pure Gas, Inc., that ended the current year with a net income lower than
that of the previous year.
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Finally, the tax rate, that in 2015 was positively affected by some effects related to the final calculation of the
taxes of the previous year, came back in line with the standard rates in the USA (from 29.3% in 2015 to
38.8% in 2016) .

The subsidiary SAES Pure Gas, Inc. based in San Luis Obispo, CA (USA), active in the Pure Gas Handling
Business, achieved sales of 67,708 thousand USD, up by 15.6% compared to 58,582 thousand USD in the
previous year. Despite the growth in sales (favored by increased investments in the factories of
microprocessors, mainly in the Asian market) and in the gross margin (thanks to a more favorable product
mix, with a lower consumption of raw materials), the increase in selling expenses (in particular, higher
commissions to agents and to the subsidiary SAES Getters Export, Corp.) and the higher charge-backs of the
Parent Company following the review of the service contracts, reduced the net income from 4,699 thousand
USD in 2015, to 3,102 thousand USD in 2016.

The subsidiary Spectra-Mat, Inc., Watsonville, CA (USA), operating in the Electronic & Photonic Devices
Business, achieved revenues of 7,530 thousand USD in 2016, compared to 7,101 thousand USD in the
previous year, and a net income of 574 thousand USD, compared to a net income of 365 thousand USD in
2015. The recovery of the US military spending, together with the strong demand for industrial goods, helped
to boost the sales in 2016 (+6%); the increase in sales, together with a more favorable product mix, allowed to
close the year with a result almost doubled compared to 2015 .

SAES GETTERS EXPORT, Corp., Wilmington, DE (USA)

The company, which is owned directly by SAES Getters S.p.A., operates with the object of managing the
exports of all US Group’s companies. In particular, starting from 2015, SAES Getters Export, Corp. began to
operate also on behalf of Memry Corporation and SAES Smart Materials, Inc. while in the past it had only
managed the export activities of SAES Getters USA, Inc. and its subsidiaries.

In 2016 it achieved a net income of 12,228 thousand USD (11,047 thousand euro), substantially in line with
12,567 thousand USD (equal to 11,327 thousand euro) in the previous year.

SAES GETTERS (NANJING) Co., Ltd., Nanjing & Shanghai (P.R. of China)

The company manages the commercial activities of the Group in the Republic of China.

SAES Getters (Nanjing) Co., Ltd. ended 2016 with revenues equal to 37,983 thousand RMB (5,166 thousand
euro), up by 26.5% compared to 30,035 thousand RMB (4,307 thousand euro) in the previous year: the higher
sales in the Chinese market of getter solutions for civil and industrial applications in the surveillance and
security sectors and the increase in the commission income collected from the associated company SAES
Pure Gas, Inc. for commercial assistance provided to the latter for sales of purifiers in the Chinese market,
have more than offset the decrease in sales of getters for vacuum insulated panels for the refrigeration sector.
The company ended the year with a net income of 4,488 thousand RMB (610 thousand euro), compared 190
thousand RMB (27 thousand euro) as at December 31, 2015: the increase in sales allowed the significant
increase in the net income, despite the wage increases aimed at the recovery of inflation, the lower dividends
received by SAES Getters International Luxembourg S.A. (in which SAES Getters (Nanjing) Co., Ltd. owns a
10% stake) and the lower interest income earned on the cash and cash equivalents (the latter decreased as a
result of the partial repayment of the share capital to the Parent Company, completed in May 2015).

MEMRY GmbH, Weil am Rhein (Germany)

The company manufactures and markets shape memory alloy components for both medical and industrial
applications in the European market. At the end of September 2016 it was approved the liquidation and the
transfer of all the production and commercial activities of the German subsidiary into other Group’s
companies. This transaction resulted in extraordinary restructuring charges** equal to 1,258 thousand euro in
the fourth quarter of 2016. The completion of such transaction is expected by the end of the second half of
2017.

2 1n particular, costs for severance and for the strategic employees’ retention plan.
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In 2016 the company achieved sales equal to 7,519 thousand euro, substantially in line with 7,573 thousand
euro in the previous year. The net income was equal to 418 thousand euro, substantially in line with the
previous year (1,386 thousand euro), excluding the above mentioned non-recurring restructuring charges.

SAES NITINOL S.r.l., Lainate, Ml (Italy)

The company, 100% owned by SAES Getters S.p.A., has as its business purpose the design, the production
and the sale of shape memory alloy instruments and actuators, getters and any other equipment for the
creation of high vacuum, either directly or by means of interests and investments in other companies. In order
to achieve its corporate purpose, on July 5, 2011, the company established the joint venture Actuator
Solutions GmbH, together with the German group Alfmeier Prézision (for further details on the joint venture,
please refer to the next paragraph and to the Notes no. 9 and no. 16 of the Consolidated financial statement).
SAES Nitinol S.r.I ended 2016 with a net loss equal to 8,520 thousand euro (in 2015 the loss was equal to -73
thousand euro), almost exclusively due to the devaluation (-8,400 thousand euro) of the entire value of the
investment in Actuator Solutions GmbH recorded following the continued net loss in Actuator Solutions.
Please refer to the section “Significant events occurred in 2016 for the detailed description of the sequence of
capital contributions and loans granted by SAES Nitinol S.r.l. to the subsidiary Actuator Solutions GmbH
during 2016.

E.T.C. S.r.l., Lainate, MI (Italy)

The company, a spin-off supported by the National Research Council (CNR), has as its purpose the
development of functional materials for applications in the Organic Electronics and in the Organic Photonics,
as well as the development of integrated organic photonic devices for niche applications.

The company operates exclusively as a research center for the above mentioned developments, until February
26, 2016 it was 96% controlled by the Parent Company; on that date SAES Getters S.p.A. acquired from the
minority shareholder the residual 4% of the share capital, and it is now the sole shareholder of E.T.C. S.r.1.
E.T.C. S.r.I. ended the 2016 with a net loss of 2,202 thousand euro™®, compared to a loss of -1,586 thousand
euro in the previous year. The increased loss was due by the increase in consultancy expenses, by the lower
contributions accrued on research projects in progress and by the recharge by the Parent Company of the cost
of the purchase of a OLET license from Polyera Corporation (for further details please refer to Note no. 7).
Finally, please note lower tax revenues arising from the membership of tax consolidation program.**

METALVUOQOTO S.p.A. — Roncello, MB (ltaly)

On October 10, 2016 SAES Getters S.p.A. acquired from Mirante S.r.l. a majority interest (70%) in the share
capital of Metalvuoto S.p.A., based in the province of Monza Brianza, a well-established player in the field of
advanced packaging, producing metalized and innovative plastic films for food preservation. Thanks to this
acquisition, SAES, that already cooperated with Metalvuoto S.p.A. in testing the application of SAES’
functional polymer composites on the plastic films for food preservation made by Metalvuoto S.p.A., aims at
competing in the “smart” food packaging sector, entering the market with a complete and innovative range of
products, through the development of high performance active plastics, characterized by transparency,
biocompatibility and a reduced environmental impact.

For the operation details, please refer to Note no. 3 “Business Combinations”. Please note that, given that
there is a put option for the minority shareholder on the remaining 30% of the share capital, the company is
100% consolidated without recognition of minority interests, starting from the date on which the Group
acquired its control (that means October 10, 2016).

In the fourth quarter of 2016, Metalvuoto S.p.A. achieved revenues of 3,141 thousand euro and an overall
result substantially at breakeven of +13 thousand euro.

SAES GETTERS INTERNATIONAL LUXEMBOURG S.A., Luxembourg (Luxembourg)

¥ Result of the reporting prepared for the consolidation purposes according to the International Accounting Standards.
* The company resulting from the merger, having a negative taxable income, cannot pass its fiscal gain to the other participants of the tax group
consolidation (in particular, E.T.C. Sr.l. and SAES Nitinol Sir.1.).
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The company’s main objectives are the management and the acquisition of investments, the optimal cash
management, the grant of intra-group loans and the coordination of the Group services.

In 2016, the company recorded a net income of 2,982 thousand euro, compared to 371 thousand euro in 2015:
the improvement was exclusively attributable to the dividends received in the current year™ by the
subsidiaries (in particular, SAES Smart Materials, Inc. and SAES Getters Korea Corporation).

Some notes on the performance of the subsidiaries of SAES Getters International Luxembourg S.A. are
provided below.

SAES Getters Korea Corporation, Seoul (South Korea) is 62.52% owned by SAES Getters International
Luxembourg S.A., whereas the remainder of the capital stock is held directly by the Parent Company
SAES Getters S.p.A. In 2011 the company ceased the production activities and now operates only as a
distributor of products made by other Group’s companies in the Korean market.

In 2016 the company recorded revenues equal to 1,180 million KRW (919 thousand euro), substantially
unchanged compared to 1,190 million KRW (947 thousand euro) in the previous year. The period ended
with a net loss of 442 million KRW (-344 thousand euro), compared to a loss of 771 million KRW (-613
thousand euro) in 2015: the improvement of the result was due to the lower foreign exchange losses
deriving from the conversion of the financial receivable in euro that the Korean subsidiary holds in
respect of the Parent Company, following the fluctuation of the Korean won against the euro (please note
that the related forward sale contract was signed by SAES Getters S.p.A. and the intra-group financial
credit was significantly lower at the end of the year 2015, following the reduction of the share capital of
SAES Getters Korea Corporation).

The company SAES Smart Materials, Inc., based in New Hartford, NY (USA), active in the
development, production and sale of shape memory alloy semi-finished products, recorded revenues
equal to 16,125 thousand USD (14,568 thousand euro) in 2016, slightly down compared to 17,506
thousand USD (15,778 thousand euro) in 2015. Despite the reduction in revenues, the net income
increased by 12.3% (from 3,726 thousand USD - amounting to 3,358 thousand euro - in 2015, to 4,186
thousand USD - amounting to 3,781 thousand euro - in 2016), thanks to the improved gross margin, the
latter favored by a sales mix with a lower consumption of raw materials.

Memry Corporation, Bethel, CT (USA), is a technological leader in the new generation medical devices
with high engineering value sector, made of Nitinol shape memory alloy.

The company achieved sales equal to 56,696 thousand USD (51,220 thousand euro) in 2016, showing an
increase (+19.8%) compared to 47,345 thousand USD (42,672 thousand euro) in 2015, thanks to the
combined effect of the increased sales of the current customers and of the contribution of both new
products and new customers. The net income amounted to 6,744 thousand USD (6,092 thousand euro) in
2016, with a strong increase compared to a net income of 2,654 thousand USD (2,392 thousand euro) in
the previous year, thanks to the increased revenues, the favorable product mix and the reduction of the
incidence of fixed costs

Finally, please note that on June 10, 2016, Memry Corporation collected the second and last tranche,
equal to 0.8 million USD, of the soft financing granted by the State of Connecticut with the aim to
purchase new machinery and equipment to expand the production plant in Bethel (for further details
please refer to the section “Main events occurred in 2016 and to the Note no. 26).

15 please notethat no dividend was received in the previous year from SAES Getters International Luxembourg S.A.
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Performance of the joint venture companies in 2016

ACTUATOR SOLUTIONS GmbH, Gunzenhausen (Germany)

Actuator Solutions GmbH is headquartered in Gunzenhausen (Germany) and it is 50% jointly controlled by
SAES and Alfmeier Prazision, a German group operating in the fields of electronics and advanced plastic
materials. The joint venture, which consolidates its wholly owned subsidiaries Actuator Solutions Taiwan
Co., Ltd. and Actuator Solutions (Schenzen) Co., Ltd.16 is focused on the development, production and
commercialization of actuators using shape memory alloys in place of the engine.

Actuator Solutions recorded net revenues equal to 18,642 thousand euro in 2016; its turnover, mainly
generated by the seat comfort business (valves exploiting the SMA technology and used in lumbar control
systems of the seats of cars), increased by 7.9% compared to 17,275 thousand euro in 2015, thanks to the
extension of the lumbar control system to an increasing number of cars. In addition, please note that, in the
second half of 2016, the AF (autofocus) system for application in high-end action cameras recorded its first
sales, with initial revenues equal to around 0.4 million euro, but for which Actuator Solutions secured a
considerable contract during the next twelve months.

The net result of the period was negative for -6,747 thousand euro, compared to a loss of -3,687 thousand
euro in the previous year. The worsening was due both to the decreasing gross margin in the seat comfort
sector (in turn, due not only to decreasing unit prices, but also to the still low-yield of the new lines related to
the expansion of the production capacity, as well as to the reduction of the production costs that were at full
operating speed only since the last quarter of 2016) and to higher research, development and prototyping
expenses for autofocus (AF) actuators, to be applied mainly in the mobile sector.

In addition, in 2016, it has been prudently decided to write-down the deferred tax assets recognized in
previous years on the negative taxable income of Actuator Solutions Taiwan Co., Ltd., following the
company's continuing tax loss situation. The related cost was approximately equal to 778 thousand euro.

Please note that, in November 2016, Actuator Solutions GmbH announced a restructuring plan, aimed at cost
reduction, which provides for the focusing of the German industrial site on the development, production and
commercialization of devices mainly addressed to the automotive sector. The plan provides for a reduction in
the workforce, already started at the end of 2016, which generated extraordinary severance costs equal to
around 50 thousand euro.

(thousands of euro)

Actuator Solutions 2016 2015

100% 100%
Total net sales 18,642 17,275
Cost of sales (20,318) (17,728)
Gross profit (1,676) (453)
% on sales -9.0% -2.6%
Total operating expenses (5,345) (4,237)
Other income (expenses), net 127 125
Operating income (loss) (6,894) (4,565)
% on sales -37.0% -26.4%
Interest and other financial income, net (309) (327)
Foreign exchange gains (losses), net 243 64
Income taxes 213 1,141
Net income (loss) (6,747) (3,687)

® Mission of the new company, established in September 2016 in the People’s Republic of China, is the technology development and
commercialization of actuators for the mobile market. Please note that this company was not yet operating as at December 31, 2016.
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The share of the SAES Group in the 2016 result of the joint venture amounted to -3,373 thousand euro (-
1,843 thousand euro in the previous year), but the negative evaluation of the investment using the equity
method accounted for in the income statement has been lower (-3.188 thousand euro), as the additional losses
subsequent to the write-off of the consolidated participation have not been recorded, since there is no legal or
implied obligation of recapitalization by the SAES Group towards Actuator Solutions to date.

SAES RIAL VACUUM S.r.l., Parma, PR (Italy)

SAES RIAL Vacuum S.r.l. was established at the end of 2015 through the transfer by Rodofil s.n.c. of the
Rial Vacuum business (assets, trademark and customers list, as well as inventory and employed personnel),
specialized in the design and manufacture of vacuum chambers for accelerators, synchrotrons and colliders,
used in the major research laboratories worldwide.

In particular, on December 23, 2015 SAES Getters S.p.A. acquired by Rodofil s.n.c. a first tranche, equal to
10% of the newco SAES RIAL Vacuum S.r.l., while the acquisition of a further 39% was finalized on January
19, 2016.

The aim of the joint venture is to create an Italian technological and manufacturing hub of the highest level,
for the design and production of integrated vacuum systems for accelerators, for the research field, as well as
for industrial systems and devices. The joint venture will combine at the highest level the competences of
SAES in the field of materials, vacuum applications and innovation, with the experience of Rial and Rodofil
in the design, assembling and fine mechanical productions, with the aim of offering absolutely excellent
quality products and of successfully competing in the international markets.

SAES RIAL Vacuum S.r.l. ended the 2016 with sales equal to 1,578 thousand euro and a net loss equal to -

280 thousand euro, the latter related to some organization and integration expenses that are typical of any
company in its start-up phase.

(thousands of euro)

SAES RIAL VacuumS.r.l. 2016

100%
Total net sales 1,578
Cost of sales (1,522)
Gross profit 56
% on sales 3.5%
Total operating expenses (274)
Other income (expenses), net (49)
Operating income (loss) (267)
% on sales -16.9%
Interest and other financial income, net (15)
Foreign exchange gains (losses), net 0
Income taxes 2
Net income (loss) (280)

The share of the SAES Group in the result of this joint venture amounted to -137 thousand euro in 2016.
FLEXTERRA, Inc., Skokie, IL (USA)

On December 15, 2016 the SAES Group has started a transaction aiming at the industrialization, production
and commercialization of materials used in flexible organic transistors (OTFTs: Organic Thin Film
Transistors) in partnership with Polyera, a company based in the USA and Taiwan, already active in the field
of flexible thin film transistors for new generation displays and partner of SAES in the development of
organic electronics applications.

The development of these materials is based on the competences in organic chemistry and material sciences
already present at SAES since 2008, gained with the development of its technological platform in the
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functional polymers for the organic electronics and advanced packaging industries, in combination with the
expertise of Polyera in organic thin-film transistors.

The new materials will be developed by the newco Flexterra, Inc., based in Skokie (near Chicago, lllinois,
United States), dedicated to the production of materials and components for the realization of truly flexible
displays, with a huge application potential in various sectors.

At the end of December 2016, Flexterra, Inc. was capitalized by Polyera and SAES Getters International
Luxembourg S.A. In particular, Polyera transferred to Flexterra tangible and intangible assets (including IPs
and know-how) for an estimated value of 14 million USD and, against this contribution in kind, received
Series A shares of Flexterra, privileged, among other things, in the distribution of profits and in case of sale of
Flexterra.

SAES Getters International Luxembourg S.A. provided Flexterra with contributions in cash, in different
phases within the end of 2016, for a total capital contribution of 8.5 million USD, against which the company
received in turn Series A privileged shares of Flexterra.

On the basis of the agreement, Polyera will grant the shareholding rights in Flexterra to its investors, among
which there are two important Asian venture capital funds. These investors will also contribute in cash, with
an amount that will be exactly defined in the first quarter of 2017, and that will be between a guaranteed
minimum amount of 4.5 million USD, up to a maximum amount of 6 million USD.

SAES will transfer a further contribution of 4.5 million USD in capital — in addition to tangible and intangible
assets (IPs) with an estimated value of around 3 million USD —to be finalized upon the achievement by
Flexterra of technical and commercial objectives as set out in the agreement (namely, the signature of a
binding agreement for the commercialization of Flexterra products — milestone) no later than March 31, 2018.
On the basis of the current evaluation, the contribution of SAES is equivalent to an equity participation
representing around 34,66% of the share capital of Flexterra. Such participation is expected to increase up to
around 45% with the contribution to be finalized by March 31, 2018, subsequent to the achievement of the
above-mentioned milestone.

The Board of Directors of the new company will be composed of five members, two of which, including the
Chief Executive Officer, appointed by SAES.

Based on the Board's composition and the shareholders agreements that provide that the decisions on some
relevant matters are taken with the unanimous consent of all the shareholders, Flexterra, Inc. has been
qualified as a joint venture and therefore it is accounted for using the equity method.

Please note that as at December 31, 2016 the company Flexterra, Inc. was not yet operative.
For the detail of its net assets at the end of 2016, please refer to the Note no. 16.

The following table shows the Total Group’s statement of profit or loss, achieved by incorporating with the

proportional method instead of the equity method the 50% joint venture Actuator Solutions, as well as the
new joint venture SAES RIAL Vacuum S.r.1., of which SAES currently owns 49% of the share capital.
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2016

Consolidated . 50% Actuator Ir)tercorppany 19% SAES RIAL Ir)te.rcor.npany Total Group's .
(thousands of euro) statement of profit . eliminations & eliminations & statement of profit
Solutions ! VacuumsS.r.l. )
or loss other adjustments other adjustments or loss

Total net sales 189,031 9,321 (715) 773 (26) 198,384
Cost of sales (103,911) (10,159) 715) (746) 25 (114,076)
Gross profit 85,120 (838) 0 27 1) 84,308

% on sales 45.0% 42.5%
Total operating expenses (58,228) (2,673) 0| (134) (28) (61,063)
Other income (expenses), net (736) 64 0 (24) 29 (667)
Operating income (loss) 26,156 (3,447) 0 (131) 0 22,578

% on sales 13.8% 11.4%
Interest and other financial income, net (1,220) (155) 0| @ 0| (1,382)
Income _(Ioss) fromequity method evalueted (3,325) 3188 137 0
companies
Foreign exchange gains (losses), net 52 122 0 174
Income (loss) before taxes 21,663 (3,480) 3,188 (138) 137 21,370
Income taxes (7,581) 107 1 (7,473)
Net income (loss) from continued operations 14,082 (3,373) 3,188 (137) 137 13,897
Income (loss) fromassets held for sale and

y : - 0| 0| 0 0

discontinued operations
Net income (loss) before minority interest 14,082 (3,373) 3,188 (137) 137 13,897
Net income (loss) pertaining to minority interest 0) 0]
Net income (loss) pertaining to the Group 14,082 (3,373) 3,188 (137) 137 13,897

Certification pursuant to article 2.6.2, sub-paragraph 12, of the Regulations of Markets organized and
managed by Borsa Italiana S.p.A.

In relation to article 36 of the Consob Market Regulations no. 16191 dated 10/29/2007, regarding the
conditions for the listing of shares of companies with control over companies established or regulated under
the law of non-EU countries and significant for the purposes of the consolidated financial statements, please
note that (i) the Group’s companies listed below fall within this regulatory provision, (ii) appropriate
procedures have been adopted to ensure the full compliance with the above-mentioned regulations and (iii)
the conditions laid down in the said article 36 exist.

The following companies are considered important as, with reference to December 31, 2016, they exceed the
individual significance parameters provided for in article 151 of the Issuer Regulation:

- SAES Getters USA, Inc. — Colorado Springs, CO (USA);

- SAES Pure Gas, Inc. — San Luis Obispo, CA (USA);

- Spectra-Mat, Inc. — Watsonville, CA (USA);

- SAES Smart Materials, Inc. — New Hartford, NY (USA);

- Memry Corporation — Bethel, CT (USA);

- SAES Getters Export, Corp. — Wilmington, DE (USA);

- SAES Getters (Nanjing) Co., Ltd. — Nanjing & Shanghai (P.R. of China).

Research, Development and Innovation activities

Research and development expenses amounted to 14,799 thousand euro in 2016 and increased in absolute
terms compared to 2015 (13,815 thousand euro), but decreased as a percentage of consolidated revenues,
thanks to the strong growth of the latter (7.8% in 2016, compared to 8.3% in the previous year).

2016 saw the organic materials laboratory strongly committed in the activity of identification of new
application areas for the technology of functional polymers, namely polymers in which micro or nano
structured powders of active materials are dispersed in a controlled way, mainly composed of zeolites,
suitably treated with functionalization technologies developed over the years and protected by patents.

This technology was developed for its application in new generation OLED displays, with the function of

protecting the delicate organic layers that constitute the screen from the water that penetrates through the
joints, in the case of displays that are encapsulated through two glass sheets glued each other at the edges. The
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OLED technology has not yet fully established itself in the television market, because of its high costs;
despite this, its development proceeds in a very intense way, with the aim of producing flexible OLED
screens, or even that can be rolled up, which would open new application fields, such as that of the wearable
display or the development of electronic devices, very compact but with large displays, that can be rolled up
or folded. This objective can be achieved by using plastic materials instead of the glass currently used and
implementing fully flexible electrical circuits; however, both solutions are very complex and require
considerable research efforts, but they represent excellent opportunities for SAES. In fact, the plastic is full of
defects, namely micro channels that allow the passage, although in very small quantities, of atmospheric gases
(among which oxygen and water) that are extremely harmful to the organic material layers that constitute the
screen. The problem can be solved in two ways: either by producing plastic without defects, that means
“plugging” the holes of the plastic, or by inserting inside the screen one layer of organic material, fully
compatible with those that constitute the screen itself, with the function of absorbing the gaseous substances
that permeate it.

The products developed by SAES in the last few years carry out exactly this function and will be used with
the development of the flexible OLEDs, given that the solution to make plastics little permeable is very
expensive.

The delay in the market development of OLEDs has prompted us to seek other application fields, as we
always do when we have a new technology and product platform. The study, which already started in 2015,
was completed in 2016 and allowed to verify the potential of the technology of functional polymers in the
advanced packaging industry. In particular, we have identified the innovative film coating technique, that
means the deposition of lacquers on the surface of the plastic film, as a very promising one for our products.
The deposition of lacquers on the surface of plastic films allows to modify the characteristics of the plastic to
improve its performance in terms of gas barrier properties or to make it active in respect of the latter. The
packaging market is moving along two directions: more and more ecological materials (compostable and
recyclable ones), for example by removing the multi-layer materials, and advanced packaging solutions able
to control the gases present in the package, in order to preserve its content longer (active packaging). Our
products have been conveniently adjusted to better meet the cost needs of the end application and some new
features, in addition to the gas absorption, have been added to meet the market needs. This work was done in
collaboration with a company very active in this area since several years, Metalvuoto S.p.A., a leading
company in the metallization of plastic films, through a vacuum deposition of thin layers of aluminum, films
used in the production of multiple layers to obtain waterproof plastics. In the last few years, Metalvuoto
S.p.A. has been investing in the technology of lacquers deposition on plastic films, the coating film
technology, and has developed significant expertise and cutting-edge equipment, as well as some lacquers
developed in collaboration with the Politecnico of Milan. As part of this collaboration we have been able to
verify the applicability and economic compatibility of our functional polymers, in the form of lacquers, for
the production of functionalized films. The collaboration has immediately highlighted the great benefits of
combining the expertise developed by the two companies and was then transformed into an increasingly close
partnership, that led to the acquisition of a majority stake in Metalvuoto S.p.A. by SAES. This acquisition will
enable the Group to better exploit the competitive advantages of the functional polymers technology and to
quickly offer highly innovative products in the market, leveraging on the technological expertise and on the
commercial network of Metalvuoto S.p.A.

A second big opportunity in the organic materials sector has matured during 2016. For some years the Group
had a structured collaboration with a very innovative startup, Polyera, Inc., based in Chicago, a spin-off of the
Northwestern University specialized in the development of active organic materials for the production of
displays. Also in this case the synergies between the two companies were very clear and this has led to the
creation of a new corporate vehicle, Flexterra, Inc., in which the skills and the portfolio of patents of the two
companies were brought together. The new company will be focused in the next few months to develop, in
the context of an important cooperation with an end user, organic materials for the production of OTFTs
(Organic Thin Film Transistors), namely flexible devices that will be used to operate the future flexible
electrophoretic displays.

The central laboratory has successfully continued its basic research activities in the field of Shape Memory
Alloys regarding new alloys formulations and the improvement of the existing production processes, to
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support applications in both the medical segment and in the industrial one. The research activities were
focused on the development of new formulations that will allow to raise the transformation temperature of the
alloys up to about 200°C. A material able to operate at temperatures significantly higher than the current ones
(the limit is about 100°C) would open the way to important new applications in the automotive field. Another
important business is the one that sees the laboratory engaged in developing new production processes of
shape memory alloys, with the aim of getting processes “targeted” to the final applications, that means large
volumes for the medical sector and small volumes for the industrial one.

The joint venture Actuator Solutions has continued its activities related to the development, prototyping and
production of SMA actuators for different applications, and particularly intense were the activities for the
development of autofocus (AF) systems for micro cameras. In 2016, this activity made it possible the market
introduction of a first model of AF actuator, that today is already in production and is used on drones. A
second model of AF actuator, much more compact than the first one, developed in the second half of 2016,
should be employed in the mobile phone sector, characterized by high volumes.

Research and innovation activities in other areas of the company continued along the direction already shown
in the 2016 half-year report.

Please note that the basic research expenses incurred by the Group are charged directly into the income
statement in the year in which they occurred as they do not qualify for capitalization.

Group’s main risks and uncertainties

In accordance with the requirements of Legislative Decree no. 32/2007, the following is a brief account of the
primary risks and uncertainties to which the Group is exposed and the primary mitigating actions
implemented in order to deal with said risks and uncertainties.

Strategic Risk
Industry Risk

Some of the SAES Group’s businesses are more sensitive to the performance of some macroeconomic
indicators (GDP trend, consumer confidence level, availability of liquidity, etc.). In particular, some sectors,
such as the lighting one, the vacuum pumps and the applications for the defense market, have been affected,
also in 2016, by the evolution of the political decisions regarding public investments. The effect on the Group
has been the decline in the demand of getter solutions for fluorescent lamps and the postponement of some
research projects, which envisaged the use of vacuum systems. Instead the sales of getters for the security &
defense sector recorded a strong growth compared to the previous year, thanks to the recovery of the
investments in this business.

Also the Pure Gas Handling Business is particularly exposed to the cyclical nature of some of the markets in
which the “Gas Purification” technology is used, first of all the semiconductors industry.

The SAES Group has reacted by seeking to diversify and evolve into markets less dependent on the economic
cycle, in particular the medical and food industry, and at the same time by rebalancing and rationalizing its
fixed costs structure, however maintaining those functions (engineering, applied research, etc.) necessary to
ensure a rapid reaction of the production structures when the suffering areas show some signs of recovery.
With particular reference to the recalled example of the semiconductors industry, in recent years the Group
has seen a decrease in the weight of that industry in the end markets, making the fluctuation of revenues less
obvious than in the past, thanks to the widening of the product range and to the characteristics of excellence
of the proposed solutions.

52




Another external factor that cannot be influenced by the Group is the evolution of the legislation in the
countries in which the Group sells its products or in those countries that represent the end markets for SAES’
customers: the rules and the resulting operating practices are of particular importance in the industrial lamps
business, where the market is often influenced by environmental requirements, or with respect to the
applications for the medical business: let’s think, for example, at the indirect impact on the customers that buy
these applications originated by the laws on welfare, or to the frequent need for qualification by some
institutional bodies of those products of the customers in which the technologies of the Group, or the products
themselves as components, are applied. Please consider also the eventuality in which the qualifications
mentioned above are actually achieved, but later than expected, with the effect of delaying the payback of the
Group’s investments made to support the development and industrialization of new products.

The Group seeks to mitigate the risks associated with changes in the regulations by monitoring the legislative
and macroeconomics trends where possible with the aim of anticipating the effects of any news and keeping
the focus on the product development activities, in order to be able to innovate the product range when needed
and anticipate the market trends; as mentioned above, the attention is also on responding rapidly and adapting
the production structure through the engineering functions.

Competition risk

The Group is active in the upstream segment of the value chain and the production process of the industrial
sectors in which it operates (B2B, i.e. Business-to-Business), often as tier 2 or 3, and thus it does not sell to
end consumers.

This decreases the SAES Group’s capacity to anticipate and steer the evolution of the end demand for its
products, which depends more on the success and ability of its customers.

Aggressive competitors have emerged in recent years and these competitors target those customers and
industries that are most price-sensitive and most mature, with the consequent risks of decreased margins.

The SAES Group has adopted various response strategies to deal with this risk. In particular, where possible
and in accordance with the current regulations, long-term supply agreements are signed, through the
development of new solutions and services, new products of higher quality have been offered and there has
been a focus on the repositioning of the product range along several phases of the value chain.

In addition, as mentioned above, the Group aims at diversifying its target markets in order to reduce its
dependency on markets characterized by a rising level of competition.

In parallel, the Group has continued with market researches aimed at anticipating the evolution of the
demand, also through alliances and agreements with leading specialized centers of study.

Finally, also with the development of the activity of the joint ventures Actuator Solutions and SAES RIAL
Vacuum S.r.l., the Group intends to pursue the goal of changing its position in the value chain, moving from
the production of simple components to the production of more complex devices, real systems that can be
sold directly to their end users, with the possibility, thanks to the greater closeness to the customers, to better
face the competition.

Risks related to technological and technical trends

A typical risk of the companies that operate in the consumer electronic industry is the accelerated
technological obsolescence of applications and technologies in the market. It may also happen, as mentioned
above, that the replacement of one technology or particular peculiarity by another is also driven by changes in
the law in target countries. In particular, during the year, the market of fluorescent lamps, in which the getter
solutions of the Group are used, has been under stress, penalized by the technological competition of the LED
lamps.

This risk is mitigated through constant market analyses and the screening of emerging technologies both to
identify new development opportunities and to seek to avoid being caught unprepared by the phenomenon of
technological obsolescence.

In addition, as mentioned above, the Group seeks to reduce its dependence on a single industry/application by
diversifying the markets in which it operates.
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Risks of catastrophic events

This risk refers to the possibility of occurrence of accidents or natural events (natural disasters, terrorism,
earthquakes, etc.) that can lead to the damage or destruction of the industrial facilities and, therefore, may
have an impact on the business continuity.

The presence of some of the Group's plants in earthquake-prone areas (for example, Abruzzo and California)
is managed by adopting specific devices of risk mitigation such as: adoption of certified anti-seismic plants;
existence of specific emergency management procedures; performing of regular controls of the plants
conducted by the relevant authorities; signature of insurance policies to cover the assets and the interruption
of the business for the Italian factories and the foreign production subsidiaries; evacuation drills for
employees.

Operational risks

Uncertainty concerning the success of research and development projects

The SAES Group, both on its own initiative or in cooperation with its customers and partners, works with the
aim of developing innovative products and solutions, which are often on the cutting edge and intended to
generate returns in the long term.

The risk of failure does not depend solely on our ability to provide the requested products in terms of form,
schedule and cost. SAES has the control neither over its customers’ ability to succeed in implementing the
content of their business plans nor over the timing for the new technologies to take root in the market.
Examples include, but are not limited to, the emergence of competitive technologies that do not require the
use of the Group’s products and know-how, or the development timeframe may be so long as to make it no
longer profitable to continue the project, or in any case the time-to-market is delayed, with a negative effect
on the return of the investment.

This risk is mitigated through periodic and structured revisions of the project portfolio managed by the
Innovation Committee.

Wherever and whenever possible, the Group seeks access to public funding, obviously only if they are
intended to achieve goals that are perfectly consistent with the development project in question. The Group
makes increasingly frequent use of “open” forms of cooperation with external centers of excellence in order
to reduce the development timeframe.

A further cause of failure of the research and development projects can be found in the difficulty to transfer
their results in the industrialization stage and this may limit the ability to switch to a mass production.

To mitigate this risk, the Group’s organization has promoted the contiguity of the R&D and engineering
functions, in order to encourage a greater interaction in managing the projects and to limit the timing dilution
in switching to mass production.

Protection of intellectual property

The SAES Group has always sought to develop an original knowledge and, where possible, to protect this
knowledge using patents. Please note that there is an increasing difficulty in defending patents, also due to the
uncertainties relating to the legal systems of some countries in which the Group operates.

The risks in question are the loss of market shares and margins due to fake products, in addition to incurring
enormous expenses for lawsuits.

The Group reacts to these risks by seeking to increase the quality and completeness of its patents, as well as
by reducing the number of its published patents and closely monitoring the commercial initiatives of other
industrial and commercial operators, in order to promptly identify potential prejudices to the value of these
patents.
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Risks associated with the definition of the business requirements

The rationalization of the Group’s manufacturing and marketing structures implemented during the last years
and currently ongoing, has lead to an increasing polarization, between lItaly, and in particular the Avezzano
facility, being the sole manufacturing center for traditional getter metal alloys, and the USA, with some sub-
specialized facilities, as the base of production addressed to the pure gas handling materials, the Nitinol raw
material and the medical SMA devices (stents). Instead, the training process of the SMA wires for their use in
industrial applications is carried out exclusively in the factory of the Parent Company in Lainate. Finally, the
active packaging business will be concentrated in the plant of the newly acquired Metalvuoto S.p.A.

The primary risks are associated with the greater distance from some customers, with possible consequences
in the service level, in addition to the increase in transportation and insurance costs.

The Group has reacted by seeking to maintain the service level high and a direct customer relationship, also
through an improved inventory management, compensating any production peak using temporary workers,
with the aim of enhancing efficiency in delivering orders.

Moreover, following the mentioned exposure of the Group to the external context, the risk of a shortage in the
production capacity may occur for specific markets/product lines, in case of particularly positive unforeseen
changes in demand, to which the Group's factories may not be able to respond with the necessary promptness.

In order to limit the potential effects of such risk, the Group has tried to increase the integration between its
sales departments and the operations one, in order to anticipate as much as possible the evolution of the
demand and to carry out an intensive monitoring of the production process. In addition, the main factories
have sought to maximize the flexibility of its structures, with particular regards to indirect activity centers.

Risks related to dealings with suppliers

This risk refers to the possibility that limited sources of key resources and/or difficulty in accessing such
resources could jeopardize the ability to manufacture quality products at competitive prices and in a timely
manner.

We believe that the Group’s exposure to this risk is limited. The risk associated with the procurement of the
major raw materials used by the Group is low, even in periods of growing demand.

Nevertheless, the Group always seeks to diversify its sources (double supplier policy/ continuous scouting of
potential best suppliers) and, when possible, to enter into agreements with prices fixed over the medium/long-
term, in order to mitigate the volatility of purchase prices.

Risks related to customers concentration

This risk refers to the possibility that revenues are concentrated in a small number of customers in some
businesses, with the result that the Group's results are too much dependent on the financial performance of
these customers or on their strategic decisions: for example, please consider the possibility that one or more
customers decide to integrate vertically, inside their factories, the production of semi-finished goods or
components that they currently buy from the Group.

The Group seeks to mitigate the potential consequences of this risk as much as possible by widening the
customer base, both through new prospects and diversifying the range of products offered to individual
customers. In addition, the Group aims at strengthening the partnership with its major customers, also sharing,
where appropriate, the specific technical skills, within the constraints arising from the defense of intellectual
property and trying to obtain and renew medium and long-term contracts that ensure less volatility in invoiced
volumes and unit prices.

Risks related to dealings with suppliers
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This risk refers to the possibility that limited sources of energy and other key resources and/or difficulty in
accessing such resources could jeopardize the ability to manufacture quality products at competitive prices
and in a timely manner.

We believe that the Group’s exposure to this risk is limited. The risk associated with the procurement of the
major raw materials used by the Group is low, even in periods of growing demand.

Nevertheless, the Group always seeks to diversify its sources and, when possible, to enter into agreements
with prices fixed over the medium/long-term, in order to mitigate the volatility of purchase prices.

Risks related to customers concentration

This risk refers to the possibility that revenues are concentrated in a small number of customers in some
businesses, with the result that the Group's results are too much dependent on the financial performance of
these customers or on their strategic decisions: for example, please consider the possibility that one or more
customers decide to integrate vertically, inside their factories, the production of semi-finished goods or
components that they currently buy from the Group.

The Group seeks to mitigate the potential consequences of this risk as much as possible by widening the
customer base, both through new prospects and diversifying the range of products offered to individual
customers. In addition, the Group aims at strengthening the partnership with its major customers, also sharing,
where appropriate, the specific technical skills, within the constraints arising from the defense of intellectual
property and trying to obtain and renew medium and long-term contracts that ensure less volatility in invoiced
volumes and unit prices.

Risks related to the location of production

This risk refers to the fact that the Parent Company from 2009 to 2013 has recognized deferred tax assets on
its tax losses.

The maintenance of such deferred tax assets is motivated by the expected growth in the production activities
of the Italian plants of the Group, together with any implementing decisions to rationalize the organizational
structure, in accordance with the assumptions of the business plan. However, it is possible that future strategic
decisions or some business opportunities, or even the evolution of the markets in which the Group operates,
may lead to a geographical distribution of the production, and consequently a composition of the financial
results, different from the expected one, or that there may be some delays compared to what was planned,
with the result that the recoverability of the tax losses carried forward may fail by the Parent Company.

The Group periodically checks the tenability of the assumptions underlying the recognition of deferred tax
assets on unused tax losses: more specifically, the estimates related to the achievement of a positive taxable
income in the future years and the related assumptions are an integral part of the planning process and are
subject to the specific approval by the Board of Directors.

Transport Risk

This risk is related to the transport of materials and products and the resulting deterioration of the relationship
with the end customer.

The possible application of customs duties could have a negative impact on the receipt of goods by the
customer (increased costs) and delays in the shipment to customers based in foreign countries, resulting in the
deterioration of the relationship with them. To this end, the Group has adopted some risk mitigation systems
through the continuous monitoring of customs duties, the use of different forwarders and the application of
delivery terms suitable for and agreed with the customer, in order to strengthen the shipping process.

17 Please note that in 2014, 2015 and 2016 it has been prudently decided to suspend the recognition of deferred tax assets on the tax
losses realized by SAES Getters S.p.A.
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Risk of IT business continuity

This risk refers to the possibility of interruption of the IT systems, with impacts on the production and/or on
the Group's activities, due to external or internal events and/or inadequate recovery plans.

In order to strengthen the current IT infrastructure, the Company has planned the implementation of a
business continuity plan in relation to the IT systems. Within this process it will be included the formalization
of a specific disaster recovery procedure, aimed at defining roles, responsibilities and operating procedures in
the management of risk events that could potentially have an impact on the operation of the corporate 1T
systems.

Financial and reporting risks

Risk of budget and planning

The frequent business changes such as tier 2 or 3, the subsequent re-organizational adaptation and a reduced
future visibility of the different businesses in which the Group operates, are risk events on the budget and
planning process.

In order to mitigate this risk, the Group involves in the forecast process all the corporate areas and makes use,
under specific circumstances, of third parties evaluation reports; in the event of changes in the assumptions
originally used, it prepares and implements additional periodic reports, involving the different actors in the
process.

Financial risks

The SAES Group is also exposed to some risks having a financial nature, and in particular:

e Interest-rate risk, associated with the volatility of interest rates, which may influence the cost of the use of
debt financing or the return on temporary investments of cash;

e Exchange-rate risk, associated with the volatility of exchange rates, which may influence the related value
of the Group’s costs and revenues according to the currency of denomination of accounting transactions
and may thus have an impact on the Group’s net result; the value of the exchange rates also affects the
amount of financial receivables/payables denominated in currencies other than the euro, with a potential
effect both on the net income and on the net financial position;

¢ Risk of changes in prices of raw materials, which may affect the Group’s product margins if these changes
are not charged to the price agreed upon with customers;

o Credit risk, associated with the solvency of customers and the ability to collect receivables;

Liquidity risk, associated with the Group’s ability to raise funds to finance its operating activities, or with

the capacity of the sources of funding if the Group were to adopt strategic decisions involving some

extraordinary expenditure (such as merger & acquisition transactions or organizational rationalization and
restructuring activities).

With reference to financial risks, the Board of Directors periodically re-examines and sets the related risk-
management policies, as described in detail in the Note no. 37, to which the reader may also refer for the
associated sensitivity analysis.
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Subsequent events

On January 10, 2017 the company Flexterra Taiwan Corporation Ltd., wholly owned by Flexterra, Inc.
(USA), was established. The new company is headquartered in Zhubey City (Taiwan).

On January 19, 2017 SAES Nitinol S.r.l. paid a second tranche of the financing in favor of the joint venture
Actuator Solutions GmbH, equal to 1 million euro, on the basis of the loan contract signed on November 28,
2016.

On March 10, 2017, the Board of Directors of Metalvuoto S.p.A. approved to propose to the shareholders
SAES Getters S.p.A. and Mirante S.r.l. a payment of 302 thousand euro in favor of Metalvuoto S.p.A., to
cover the loss related to the fiscal year 2016™, as well as the reconstitution of a share capital equal to 100
thousand euro, fully eroded by such loss. The payment will be made by each shareholder, in proportion of its
equity share.

On March 15, 2017 SAES Getters S.p.A. approved a payment in favor of E.T.C. S.r.l. of 768 thousand euro,
equal to the difference between the total loss (-2,218 thousand euro®®) recorded by E.T.C. S.r.l. in 2016 and
the one estimated for the same year at the beginning of 2016 (-1,450 thousand euro) and already covered by
the payment made by the Parent Company on March 14, 2016.

At the same time, the Parent Company provided for a further capital contribution equal to 1,450 thousand
euro, to cover the expected losses for the year 2017.

On March 15, 2017 SAES Getters S.p.A. approved the partial waiver of the financial receivable claimed by
the same towards SAES Nitinol S.r.l. for an amount of 8,380 thousand euro in favor of SAES Nitinol S.r.1.,
equal to the difference between the total loss (-8,520 thousand euro) recorded by SAES Nitinol S.r.l. in 2016
and the one estimated for the same year at the beginning of 2016 (-140 thousand euro) and already covered by
the payment made by the Parent Company on March 14, 2016.

At the same time, the Parent Company provided for a further capital contribution in cash equal to 140
thousand euro in favor to SAES Nitinol S.r.l., to cover possible future losses.

Business outlook

In the first two months of 2017, consolidated net revenues were equal to 34,745 thousand euro, up by
24.8% compared to 27,832 thousand euro in the corresponding period of the previous year. The exchange rate
effect was positive and equal to +3.2% while the change in the scope of consolidation (the acquisition of
Metalvuoto S.p.A. completed in the last quarter of 2016) has generated an increase in consolidated net
revenues equal to 2,259 thousand euro (+8.1%).Excluding these effects the organic growth was equal to
13.5%.

'8 The loss related to the full year 2016, resulting from the financial statements written according to National Accounting Principles, is equal to -1,920
thousandeuro.
9 Accordingto the National Accounting Principles.
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(thousands of euro)

" Organic Perimeter
Business Feb-17 Feb-16 Total difference Total d(l)fference Exchangi rate chgnge difference effect
(%) effect (%) %) %)

Security & Defense 1,870 1,676 194 11.6% 2.3% 9.3% 0.0%
Electronic Devices 974 1,307 -333 -25.5% 1.7% -27.2% 0.0%
Thermal Insulation 761 911 -150 -16.5% 2.3% -18.8% 0.0%
Healthcare Diagnostics 721 599 122 20.4% 2.2% 18.2% 0.0%
Systems for UH Vacuum 1,531 1,356 175 12.9% 2.4% 10.5% 0.0%
Getters & Dispensers for Lamps 1,172 1,291 -119 -9.2% 1.4% -10.6% 0.0%
Sintered Components for Electronic Devices & Lasers 1,122, 1,160 -38 -3.3% 3.1% -6.4% 0.0%
Systems for Gas Purification & Handling 11,069 7,951 3,118 39.2% 4.4% 34.8% 0.0%
Industrial Applications 19,220 16,251 2,969 18.3% 3.3% 15.0% 0.0%
Nitinol for Medical Devices 11,600 9,813 1,787 18.2% 3.5% 14.7% 0.0%
SMAs for Thermal & Electro Mechanical Devices 1,380 1,581 -201 -12.7% 0.9% -13.6% 0.0%
Shape Memory Alloys 12,980 11,394 1,586 13.9% 3.1% 10.8% 0.0%
Solutions for Advanced Packaging 2,259 0 2,259 100.0% 0.0% 0.0% 100.0%
Business Dewelopment 286 187 99 52.9% 5.8% 47.1% 0.0%
Total Net Sales 34,745 27,832 6,913 24.8% 3.2% 13.5% 8.1%

Consolidated revenues of the Industrial Applications Business Unit were equal to 19,220 thousand euro,
compared to 16,251 thousand euro in the corresponding period of 2016. The increase (+18.3%) was the result
of the excellent performance of the gas purification business in the first two months of 2017.

The Shape Memory Alloys Business Unit ended the first two months of 2017 with revenues equal to 12,980
thousand euro (11,394 thousand euro in the first two months of 2016), showing a significant organic growth
in the medical segment.

The newly established Solutions for Advanced Packaging Business Unit recorded revenues equal to 2,259
thousand euro the first two months of 2017, completely attributable to the consolidation of Metalvuoto S.p.A.

Total revenues of the Group were equal to 36,607 thousand euro in the first two months of 2017, showing
an increase (+25.4%) compared to 29,202 thousand euro in the corresponding period of 2016; the revenues of
the joint ventures Actuator Solutions and SAES RIAL Vacuum S.r.l. increased by 35.8%, while consolidated
revenues increased by 24.8%, as previously mentioned.

*k*k

Following the acquisition of the majority of the company Metalvuoto S.p.A., an established player in the
advanced packaging industry, to ensure information transparency, it was set up a third Business Unit called
"Solutions for Advanced Packaging™. The figures related to 2016 (in particular, subsequent to October 10, the
date in which the acquisition was finalized) will be reclassified accordingly, for a homogeneous comparison.
In addition, please note the new segmentation of the Industrial Applications Business Unit and the new name
of some existing operating areas, to better respond to the organizational structure of the Group.

*k*k

2017 is expected to be a year of further growth. SAES will be committed in the integration and development
of the new initiatives in Metalvuoto S.p.A. and Flexterra, Inc., with the objective of achieving the critical
mass necessary to support both the operating expenses of a Group that operates on a global scale, as well as
the investments in research and innovation, which ensure its continuity over time.

Going concemn

The financial statements have been prepared on an ongoing concern basis because, despite a difficult
economic and financial environment, we believe that there aren’t any significant uncertainties (as defined in
paragraph no. 25 of 1AS 1 - Presentation of Financial Statements) surrounding the business continuity. This
context, as previously highlighted in the paragraphs related to the risks to which the Group is subject, can be
only partially influenced by the Management of the Company, being it mainly the result of external variables.
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Based on the best estimates available to date, the Company has approved a three-years business plan that
includes the strategies envisaged by the Company's Management in order to succeed in achieving the defined
business goals in this difficult economic environment. These strategies, that include also an increase in the
production activities undertaken in Italy, will allow the full recovery of the corporate assets and, in particular,
of the deferred tax assets recognized in the balance sheet.

Related party transactions

With regard to the Group's related party transactions, please note that they fall within the ordinary operations
and are settled at market or standard conditions.

Complete disclosure on related party transactions incurred during the year is provided in the Note no. 39 of
the consolidated financial statements.

Consob regulatory simplification process

Please note that, on November 13, 2012, the Board of Directors approved, pursuant to article no. 3 of Consob
resolution no. 18079/2012, to adhere to the opt-out provisions as envisaged by article no. 70, paragraph 8, and
no. 71, paragraph 1-bis, of the Consob Regulation related to Issuer Companies, and it therefore avails itself of
the right of making exceptions to the obligations to publish information documents required in connection
with significant mergers, spin-offs and capital increases by contributions in kind, acquisitions and disposals.
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| Consolidated statement of profit or loss

(thousands of euro) Noted 2016 2015 (*)
Total net sales 4 189,031 166,914
Cost of sales 5 (103,911) (94,830)
Gross profit 85,120 72,084
Research & development expenses 6 (14,799) (13,815)
Selling expenses 6 (15,612) (13,214)
General & administrative expenses 6 (27,817) (23,718)
Total operating expenses (58,228) (50,747)
Other income (expenses), net 7 (736) (838)
Operating income (loss) 26,156 20,499
Interest and other financial income 8 278 293
Interest and other financial expenses 8 (1,498) (1,821)
Share of result of investments accounted for using the equity method 9 (3,325) (1,843)
Foreign exchange gains (losses), net 10 52 694
Income (loss) before taxes 21,663 17,822
Income taxes 1 (7,581) (9,002)
Net income (loss) from continued operations 14,082 8,820
Net income (loss) fromassets held for sale and discontinued operations 0 0
Net income (loss) for the period 14,082 8,820
Minority interests in consolidated subsidiaries 0] 0|
Group net income (loss) for the period 14,082 8,820
Net income (loss) per ordinary share 12 0.6331 0.3944
Net income (loss) per savings share 12 0.6497| 0.4111]
| Consolidated statement of other comprehensive income
(thousands of euro) Noted 2016 2015
Net income (loss) for the period 14,082 8,820
Exchange differences on translation of foreign operations 25 3,434 10,458
Exchange differences on equity method evaluated companies 25 (188) (51)
Total exchange differences 3,246 10,407
Total components that will be reclassified to the profit (loss) in the future 3,246 10,407
Actuarial gain (loss) on defined benefit plans 25 (306) (21)
Income taxes 25 74 (22)
Actuarial gain (loss) on defined benefit plans, net of taxes - SAES Getters S.p.A. and subsidiaries (232) (43)
Actuarial gain (loss) on defined benefit plans on equity method evaluated companies 25 3) 0
Income taxes 25 1 0]
Actuarial gain (loss) on defined benefit plans, net of taxes - equity method evaluated companies &) 0]
Total components that will not be reclassified to the profit (loss) in the future (234) 43)
Reversal of currency conversion reserve after the reduction of the share capital of the subsidiaries 25 0) (1,907)
Total components that have been reclassified to the profit (loss) 0 (1,907)
Other comprehensive income (loss), net of taxes 3,012 8,457
Total comprehensive income (loss), net of taxes 17,094 17,277
attributable to:
- Equity holders of the Parent Company 17,094 17,277
- Minority interests 0| 0|

me amounts shown in the column do not correspond to the inancial statements because they reflect the reclassifications detailed in Note no. 1, paragrap
*) So h in the col d d to the 2015 fi al b h flect th lassifications detailed in N 1 h
“Reclassifications on December 31, 2015 income statement figures”.
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Consolidated statement of financial position

(thousands of euro) December 31, December 31,
Notes 2016 2015
ASSETS

Non current assets

Property, plant and equipment, net 14 53,402 50,383
Intangible assets, net 15 58,984 52,322
Investments accounted for using the equity method 16 9,621 3,990
Deferred taxassets 17 15,073 14,064
Taxconsolidation receivables from Controlling Company 18 272 272
Financial receivables fromrelated parties 19 5,249 600
Other long termassets 20 435 456
Total non current assets 143,036 122,087
Current assets

Inventory 21 38,233 32,534
Trade receivables 22 39,282 23,366
Prepaid expenses, accrued income and other 23 9,691 10,593
Derivative financial instruments evaluated at fair value 33 1 0
Cash and cash equivalents 24 14,340 24,044
Financial receivables fromrelated parties 19 565 555
Total current assets 102,112 91,092
Total assets 245,148 213,179
EQUITY AND LIABILITIES

Capital stock 12,220 12,220
Share issue premium 41,120 41,120
Legal reserve 2,444 2,444
Other reserves and retained earnings 42,664 42,826
Other components of equity 22,301 19,055
Net income (loss) of the period 14,082 8,820
Group shareholders’ equity 25 134,831 126,485
Other reserves and retained eanings of third parties 0 3
Minority interests in consolidated subsidiaries 25 0 3
Total equity 134,831 126,488
Non current liabilities

Financial debts 26 35,916 27,019
Other non current financial debts towards third parties 27 1,829 1,355
Deferred tax liabilities 17 6,733 6,526
Staff leaving indemnities and other employee benefits 28 10,173 7,856
Provisions 29 918 814
Total non current liabilities 55,569 43,570
Current liabilities

Trade payables 30 20,048 13,675
Other payables 31 12,498 9,203
Accrued income taxes 32 1,034 1,060
Provisions 29 3,370 3,530
Derivative financial instruments evaluated at fair value 33 51 22
Current portion of medium/long term financial debts 26 8,239 7,136
Other current financial debts towards third parties 27 1,049 1,935
Bank overdraft 34 6,847 5,012
Accrued liabilities 35 1,612 1,548
Total current liahilities 54,748 43,121
Total equity and liabilities 245,148 213,179
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Consolidated cash flow statement

(thousands of euro) 2016 2015
Cash flows from operating activities
Net income (loss) from continued operations 14,082 8,820
Net income (loss) fromdiscontinued operations 0 0
Current income taxes 8,158 7,244,
Changes in deferred income taxes (578) 1,758]
Depreciation 7,170 7,147
Write-down (revaluation) of property, plant and equipment 138[ 123
Amortization 1,355 1,364
Write-down (revaluation) of intangible assets 0 188
Net loss (gain) on disposal of fixed assets 11 (95)
Interest and other financial (income) expenses, net 4,545 3,371
Other non-monetary costs (revenues) of (1,869)
Accrual for termination indeminities and similar obligations 1,384 1,037
Changes in provisions 552 1,390
36,817 30,478
Working capital adjustments
Cash increase (decrease)
Account receivables and other receivables (13,154) (3,156)
Inventory (3,172) (46)
Account payables 4,284 2,628
Other current payables 2,837 357
(9,205) (217)
Payment of termination indemnities and similar obligations (127) (74)
Interests and other financial payments (396) i (419)
Interests and other financial receipts 116 139
Taxes paid (8,510) (7,061)
Net cash flows from operating activities 18,695 22,851
Cash flows from inwvesting activities
Disbursements for acquisition of tangible assets (8,663) (5,017)
Proceeds fromsale of tangible and intangible assets 5 156
Disbursements for acquisition of intangible assets (202) (42)
Consideration for the acquisition of minority interests in subsidiaries (249) 0
Price paid for acquisition of shareholding in subsidiaries, net of cash acquired (5,825) 0
Price paid for the acquisition of businesses (254) (1,884)
Consideration for the acquisition of investments in joint ventures (9,430) (330)
Capital injection into joint ventures (1,000) (2,900)
Net cash flows from investing activities (25,618) (10,017)
Cash flows from financing activities
Proceeds from long term financial liabilities, current portion included 15,626 19,282
Proceeds fromshort term financial liabilities 1,500 0
Dividends payment (8,502) (3,477)
Repayment of financial liabilities (7,394) i (33,303)
Interests and other costs paid on financial liabilities (930) i (1,185)
Financial receivables repaid (granted) fromrelated parties (3,490) 1,700
Interests receipts on financial receivables fromrelated parties 155 62
Other financial payables (830) i 0
Other financial receivables 0 159
Payment of finance lease laibilities (8) (18)
Net cash flows from financing activities (3,873) (16,780)
Net foreign exchange differences 752 2,916
Net (decrease) increase in cash and cash equivalents (10,044) (1,030)
Cash and cash equivalents at the beginning of the period 24,041 25,071
Cash and cash equivalents at the end of the period 13,997 24,041
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Consolidated statement of changes in equity as at December 31, 2016

(thousands of euro) Other components of
equity
b5
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December 31, 2015 12,220 41,120 0 2,444 19,055 42,826 8,820 126,485 3| 126,488|
Distribution of 2015 result 8,820 (8,820) 0 0
Dividends paid (8,502) (8,502) (8,502)
Purchase of minority interests (246) (246) 3) (249)
Net income (loss) 14,082 14,082 0 14,082
Other comprehensive income (loss) 3,246 (234) 3,012 3,012
Total comprehensive income (loss) 3,246 (234) 14,082 17,094 0 17,094
December 31, 2016 12,220 41,120 0 2,444 22,301 42,664 14,082| 134,831 0| 134,831
| Consolidated statement of changes in equity as at December 31, 2015
(thousands of euro) Other components of
equity
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December 31, 2014 12,220 41,120 0 2,444 10,555 41,510 4,836 112,685 3| 112,688
Distribution of 2014 result 4,836 (4,836) 0 0
Dividends paid (3,477) (3,477) (3,477)
Net income (loss) 8,820 8,820 0 8,820
Reversal of currency conversion reserve after the reduction of
the share capital of the subsidiaries (1,907) (1,907) (1,907)
Other comprehensive income (loss) 10,407 (43) 10,364 10,364
Total comprehensive income (loss) 8,500 (43) 8,820 17,277 0 17,277
December 31, 2015 12,220 41,120 0 2,444 19,055 42,826 8,820] 126,485 3| 126,488
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1. BASES OF PREPARATION AND ACCOUNTING POLICIES

Bases of preparation

SAES Getters S.p.A., the Parent Company, and its subsidiaries (hereinafter “SAES Group”)
operate both in Italy and abroad in the development, manufacturing and marketing of getters and
other components for applications where stringent vacuum conditions or ultra-pure gases are
required (electronic devices, industrial lamps, vacuum systems and thermal insulation solutions), as
well as in the gas purification industry. The Group also operates in the field of advanced materials,
particularly in the business of shape memory alloys for both medical and industrial applications.
Finally, SAES has recently developed a technological platform that integrates getter materials in a
polymeric matrix transverse to numerous fields of application (OLED displays, implantable
medical devices and food packaging).

The preparation of the financial statements is in compliance with the historical cost criterion,
except when specifically required by the applicable standards, as well as on the going concern
assumption; in spite of a difficult economic and financial environment, it is not considered to exist
significant uncertainties (as defined in paragraph no. 25 of IAS 1 - Presentation of Financial
Statements) on the business continuity.

The Parent Company SAES Getters S.p.A., based in Lainate (ltaly), is controlled by S.G.G.
Holding S.p.A?°, which does not exercise management and coordination activity.

The Board of Directors approved and authorized the publication of the 2016 consolidated financial
statements in a resolution passed on March 15, 2017.

The consolidated financial statements of the SAES Group are presented in euro (rounded to the
nearest thousand), which is the Group’s functional currency.

Foreign subsidiaries are included in the consolidated financial statements according to the
standards described in the Note no. 2 “Main accounting principles”.

The consolidated financial statements for the year ended December 31, 2016 have been prepared in
accordance with the IFRSs issued by the International Accounting Standards Board (“IASB”) and
approved by the European Union (“IFRS”), Consob resolutions no. 15519 and no. 15520 of July
27, 2006, Consob communication no. DEM/6064293 of July 28, 2006 and article 149-duodecies of
the Issuers Regulation. The abbreviation “IFRS” includes also all revised international accounting
standards (“IAS”) and all interpretations issued by the International Financial Reporting
Interpretations Committee (“IFRIC”), included those previously issued by the Standing
Interpretations Committee (“SIC”).

In the interest of comparability, the comparative figures for 2015 have also been presented in
application of the requirements of IAS 1 - Presentation of Financial Statements.

Accounting schemes

The presentation adopted is compliant with the provisions of IAS 1-revised, that provides the
consolidated statement of profit (loss) and of other comprehensive income (the Group elected to
present two different statements) and a statement of consolidated financial position that includes
only the details of operations on the Group’s shareholders’ equity, while changes in the minority
interests are presented in a separate line.

20 Based in Milan at Via Vittor Pisani, 27.
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Moreover we report that:

e the consolidated statement of financial position has been prepared by classifying assets and
liabilities as “current” or “non-current” and by stating “Assets held for sale” and “Liabilities held
for sale” in two separate items, as required by IFRS 5;

e the consolidated statement of profit or loss has been prepared by classifying operating expenses
by allocation, inasmuch this form of disclosure is considered more suitable to represent the Group’s
specific business, it is compliant with internal reporting procedures and in line with standard
industry practice;

e the consolidated cash flow statement has been prepared by stating cash flows provided by
operating activities according to the “indirect method” as permitted by IAS 7.

In addition, as required by Consob resolution no. 15519 of July 27, 2006, in the consolidated
statement of profit or loss by allocation, income and expenses arising from non-recurring
transactions or from events that do not recur frequently during the normal conduct of operations are
specifically identified and their effects are stated separately at the main interim result levels.
Non-recurring events and transactions are identified primarily on the basis of the nature of the
transactions. In particular, non-recurring income/expenses include cases that by their nature do not
occur consistently in the course of normal operating activities. In further detail:

¢ income/expenses arising from the sale of real property;

e income/expenses arising from the sale of business divisions and equity investments included
among non-current assets;

e income/expenses arising from reorganization processes associated with extraordinary corporate
actions (mergers, de-mergers, acquisitions and other corporate actions);

e income/expenses arising from discontinued businesses.

During the year 2016 the Group did not carry out any unusual or non-recurring transaction having a
significant impact on the economic situation and the financial position.

On the basis of the aforementioned Consob resolution, the amounts of positions or transactions
with related parties have been highlighted separately from the related items in the explanatory
notes.

This financial report also takes into account the indications given by Consob communication
no.0031948 of 10 March 2017 concerning guidance on the most important issues of financial
relations as at December 31, 2016.

Reclassifications on December 31, 2015 income statement figures

Please note that, following the completion of the transfer of the PageWafer® technology related to
the last contract signed at the end of 2014, the technology licensing activity can be considered as a
core business of the Group; therefore, starting from January 1, 2016, the royalties for the licensing
of the thin film getter technology for MEMS of new generation are classified within the
consolidated revenues. The figures related to 2015°' have been reclassified accordingly, for a
homogeneous comparison (in 2015 this income was classified in a separate item of Consolidated
statement of profit or loss that did not contribute to the formation of the consolidated revenues)..

Furthermore, following a change in the organizational structure of the Parent Company, as well as
for a better representation of the costs by allocation, starting from 2016 the engineering and
industrialization costs of the new products are classified as cost of sales, instead of being recorded
as operating expenses. Also the figures related to the previous year, presented for comparative
purposes, have been reclassified.

2L |n 2015 the royalties amounted to 902 thousand euro (of which 177 thousand euro deriving from lump-sums related to
the technology transfer), compared to 1,400 thousand euro as at December 31, 2016 (of which 362 thousand euro
deriving from lump-sums related to the technology transfer).
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The following table shows the effects of these reclassifications on the consolidated statement of
profit (loss) as at December 31, 2015.

Thousands of euro

Royalties Industrialization 2015
2015 e costs e
reclassification e reclassified
reclassification
Total net sales 166,012 902 166,914
Cost of sales (94,025) (805) (94,830)
Gross profit 71,987 902 (805) 72,084
R&D expenses (14,620) 805 (13,815)
Selling expenses (13,214) (13,214)
G&A expenses (23,718) (23,718)
Total operating expenses (51,552) 0 805 (50,747)
Royalties 902 (902) 0
Other income (expenses), net (838) (838)
Operating income (loss) 20,499 0 0 20,499
Interest and other financial income, net (1,528) (1,528)
Income gloss) fromequity method evaluated (1,843) (1,843)
companies
Foreign exchange gains (losses), net 694 694
Income (loss) before taxes 17,822 0 0 17,822
Income taxes (9,002) (9,002)
Net income (loss) from continued operations 8,820 0 0 8,820
Income (loss) fromassets held for sale and 0 0
discontinued operations
Net income (loss) before minority interest 8,820 0 0 8,820
Net income (loss) pertaining to minority interest 0 0
Net income (loss) pertaining to the Group 8,820 0 0 8,820

The following table shows the effects of these reclassifications on the income statement figures by
operating segment.

(thousands of euro)

Industrial Applications Shape Memory Alloys Not allocated Total
Consolidated statement of
profit or loss 2015 Reclass. 2015 2015 Reclass. 2015 2015 Reclass. 2015 2015 Reclass. 2015
reclass. reclass. reclass. reclass.

Total net sales 101,109 902 102,011 63,680 0 63,680 1223 0 1,223 166,012 902 166,914
Gross profit 47,496 646 48,142 24,230 (236) 23,994 261 (313) (52) 71,987 97 72,084

% on net sales 47.0% 47.2% 38.0% 37.7% 21.3% -4.3% 43.4% 43.2%
Total operating expenses (21,021) 256 (20,765) (10,764) 236 (10,528) (19,767) 313 (19,454) (51,552) 805 (50,747)
Royalties 902 (902) 0 0 0 0 0 0 0 902 (902) 0
Other income (expenses), net 83 0 83 %5 0 %5 (1,016) 0 (1,016) (838) 0 (838)
Operating income (loss) 27,460 0 27,460 13,561 0 13561|  (20522) ol (20522) 20,499 0 20,499

% on net sales 27.2% 26.9% 21.3% 21.3% ns. ns. 12.3% 12.3%
Interest and other financial income (expenses), net (1,528) 0 (1,528)
Share of result of investments accounted for using the equity method (1,843) 0 (1,843)
Foreign exchange gains (losses), net 694 0 694
Income (loss) before taxes 17,822 0 17,822
Income taxes (9,002) 0 (9,002)
Net income (loss) from continued operations 8,820 0 8,820
Net income (loss) from discontinued operations 0 0 0
Net income (loss) 8,820 0 8,820
Minority interests in consolidated subsidiaries 0 0 0
Group net income (loss) 8,820 0 8,820

Segment information

The Group’s financial reporting is broken down into the following business segments:
e Industrial Applications;

e Shape Memory Alloys.

This structure is unchanged compared to the previous year.
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Please note that, following the acquisition®* of the majority of the company Metalvuoto S.p.A., an
established player in the advanced packaging industry, to ensure information transparency, starting
from January 1, 2017, a third Business Unit called "Solutions for Advanced Packaging” will be
established next to the Business Units "Industrial Applications” and "Shape Memory Alloys".

Seasonality of operations

Based on historical trends, the revenues of the different businesses are not characterized by
significant seasonal circumstances.

Scope of consolidation

The following table shows the companies included in the scope of consolidation according to the
full consolidation method as at December 31, 2016.

Company Currency Capital % of Ownership
Stock Direct Indirect

Directly-controlled subsidiaries:

SAES Getters USA, Inc.

Colorado Springs, CO (USA) usD 9,250,000 100.00 -
SAES Getters (Nanjing) Co., Ltd.

Nanjing & Shanghai (P.R. of China) usD 6,570,000 100.00 -
SAES Getters International Luxembourg S.A.

Luxembourg (Luxembourg) EUR 34,791,813 90.00 10.00*
SAES Getters Export, Corp.

Wilmington, DE (USA) usbD 2,500 100.00 -
Memry GmbH

Weil am Rhein (Germany) EUR 330,000 100.00 -
ET.C. Sr.l

Lainate, Ml (ftaly) EUR 75,000 100.00 -
SAES Nitinol S.r.l.

Lainate, Ml (ftaly) EUR 10,000 100.00 -
Metalvuoto S.p.A.

Roncello, MB (ltaly) EUR 2,100,000 70.00** -

Indirectly-controlled subsidiaries:
Through SAES Getters USA, Inc.:

SAES Pure Gas, Inc.

San Luis Obispo, CA (USA) uUsD 7,612,661 - 100.00
Spectra-Mat, Inc.
Watsonville, CA (USA) uUsD 204,308 - 100.00

Through SAES Getters International Luxembourg S.A.:

SAES Getters Korea Corporation

Seoul (South Korea) KRW 524,895,000 37.48 62.52
SAES Smart Materials, Inc.

New Hartford, NY (USA) uUsD 17,500,000 - 100.00
Memry Corporation

Bethel, CT (USA) USD 30,000,000 - 100.00

* % of indirect ownership held by SAES Getters (Nanjing) Co., Ltd. (10.00%).
** Metalvuoto S.p.A.is 100% consolidated without recognition of minority interests, since the acquisition contract signed on October
10, 2016 provides for a put option for theminority shareholder, tobe exercised starting from the twelfth month and within eighteen
months from the closing date, for the full value of the stake held by the latter.

The following table shows the companies included in the scope of consolidation according to the
equity method as at December 31, 2016.

22 Acquisition completed on October 10, 2016
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Company Currency Capital % of Ownership
Stock Direct Indirect

Actuator Solutions GmbH

Gunzenhausen (Germania) EUR 2,000,000 - 50.00*
Actuator Solutions Taiw an Co., Ltd.

Taoyuan (Taiw an) TWD 5,850,000 - 50.00**
Actuator Solutions (Shenzhen) Co., Ltd.

Shenzhen (P.R. of China) RMB Qe - 50.00%**
SAES RIAL VacuumS.r.l.

Parma, PR (ltaly) EUR 200,000 49.00
Flexterra, Inc.

Stokie, IL (USA) USD 24,524,638 - | 34.66%*

* % of indirect ownership held by SAES Nitinol Sir.1.

** 0p of indirect ownership held by thejoint venture Actuator Solutions GmbH (which holds a 100% interest in Actuator Solutions
Taiwan Co., Ltd.).

*** 0% indirect ownershipheld by the joint venture Actuator Solutions GmbH (which holds a 100% interest in Actuator Solutions
(Shenzhen) Co., Ltd.).

**** Please notethat asat December 31,2016 the controlling company Actuator Solutions GmbH didn’t make any capital contribution
yet, and therefore the new company is not operating.

***%* 04 of indirect ownership held by SAES Nitinol Sr.l. SAES Getters International Luxembourg S.A.

The changes occurred in the scope of consolidation compared to December 31, 2015 are listed
below.

e OnJanuary 19, 2016, as envisaged by the contract signed on December 23, 2015 between SAES
Getters S.p.A. and Rodofil s.n.c., the Parent Company acquired a further 39% of the joint venture
SAES RIAL Vacuum S.r.l. for a pre-determined price equal to 1.3 million euro. The total
investment of SAES Getters S.p.A. in the joint venture is currently equal to 49% of its share
capital.

For completeness please note that on the basis of the substantial interpretation of the purchase
agreement, the acquisition of 39% completed in January 2016 had already been considered in the
financial statements as at December 31, 2015; therefore, this acquisition has not brought any period
effect resulting from changes in the scope of consolidation.

Please also note the contract includes a put and call option among the shareholders, according to an
agreed schedule. In particular, Rodofil will have the right to exercise a put option, by selling to
SAES a minimum of 2% up to a maximum of 51% of its shares of SAES RIAL Vacuum S.r.l.,
through a one-off operation between May 1, 2020 and May 31, 2020, at a predetermined price
related to the performance of the new company at the date of the sale; if Rodofil does not exercise
its put option, SAES will have the right to exercise a call option through a one-off operation
between June 1, 2020 and June 30, 2020, for a percentage equal to 30% of the share capital, at a
price calculated with a similar method.

e On February 26, 2016 SAES Getters S.p.A. acquired the residual 4% of the share capital of
E.T.C. S.r.l. from the minority shareholder, for a consideration of 249 thousand euro. Following
such purchase, SAES Getters S.p.A. is now the sole shareholder of E.T.C. S.r.1.

e During the 2016, the legal and operational offices of E.T.C. S.r.I were transferred from Bologna
to Lainate, at the production site of the Parent Company.

e At the end of September 2016 it was established the company Actuator Solutions (Shenzhen)
Co., Ltd., wholly owned by Actuator Solutions GmbH. The corporate scope of this new company is
the technology development and the sale of actuators for the mobile market.

Please note that as at December 31, 2016 the controlling company Actuator Solutions GmbH didn’t
make any capital contribution yet, and therefore the new company is not operating.

e On October 10, 2016 SAES Getters S.p.A. acquired from Mirante S.r.l. a majority interest

(70%) in the share capital of Metalvuoto S.p.A., based in the province of Monza Brianza, a well-
established player in the field of advanced packaging, producing metalized and innovative plastic
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films for food preservation. The contract signed by the shareholders includes a put and call option,
to be exercised starting from the twelfth month and within eighteen months from the date of the
closing, for the acquisition of the remaining 30% of the share capital of Metalvuoto by SAES. In
case the option is not exercised within the agreed terms, SAES is committed to acquire the
remaining 30% of the share capital of the company within twenty-four months.

e On November 15, 2016 the corporate merger of the wholly owned subsidiary SAES Advanced
Technologies S.p.A. into SAES Getters S.p.A was implemented.

The merger produced its legal effects starting from December 31, 2016. For fiscal and accounting
purposes only, the merger operation had been backdated at January 1, 2016.

The merger produced no equity, economic or financial effect into the SAES Group’s consolidated
financial statements, nor provided any share swap, being the incorporated company already wholly
owned by SAES Getters S.p.A.

e On December 2016, the SAES Group has established in partnership with Polyera a joint
venture, Flexterra, Inc., based in Skokie (close to Chicago, lllinois, USA) dedicated to the
manufacturing of materials and components for the manufacturing of truly flexible displays.

As at the end of December 2016, Flexterra, Inc. was capitalized by Polyera and SAES Getters
International Luxembourg S.A. In particular, Polyera transferred to Flexterra, Inc. tangible and
intangible assets (including IPs and know-how) for an estimated value of 14 million USD and,
against this contribution in kind, received Series A shares of Flexterra, privileged, among other
things, in the distribution of profits and in case of the sale of Flexterra. SAES Getters International
Luxembourg S.A. provided Flexterra, Inc. with contributions in cash, in different phases within the
end of 2016, for a total capital contribution of 8.5 million USD, against which the company
received in turn Series A privileged shares of Flexterra.

On the basis of the agreement, Polyera will grant the shareholding rights in Flexterra to its
investors, among which there are two important Asian venture capital funds. These investors will
also contribute in cash, with an amount that will be exactly defined in the first quarter of 2017, and
that will be between a guaranteed minimum amount of 4.5 million USD, up to a maximum amount
of 6 million USD.

On the basis of the current evaluation, the contribution of SAES is equivalent to an equity
participation representing equal to 34.66% of the share capital of Flexterra, Inc.

2. MAIN ACCOUNTING PRINCIPLES

Consolidation principles

The consolidated financial statements include the financial statements of SAES Getters S.p.A. and
the financial statements of all the subsidiaries, effective from the date on which their control is
assumed and until such control ceases to exist.

Control exists when the Group is exposed or has rights to variable returns from its involvement
with the investee and, at the same time, has the ability to affect those returns through its power over
the investee.

Specifically, the Group controls a subsidiary if it simultaneously has the following:

« the decision power, that means the ability to manage the relevant activities of the subsidiary, in
particular those activities that have a significant influence on the results of the subsidiary itself;

« the right to the (positive or negative) variable results deriving from the investment in the entity;

» the possibility to use its own decision power to determine the “relevant activities” in the
subsidiary.

When the Group holds less than the majority of the voting rights (or similar rights) it has to
consider all the relevant facts and circumstances to determine whether it controls the entity object
of investment, including:

« contractual agreements with other holders of voting rights;
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* rights deriving from contractual agreements;

* voting rights and potential voting rights of the Group.

In preparing the consolidated financial statements, the assets, liabilities as well as costs and
revenues of the consolidated companies are added up line by line in their total amount, attributing
to minority-interest shareholders their portion of net equity and net income or loss for the period in
specific items in the statement of financial position and in the statement of profit or loss.

The carrying value of the equity investment in each of the subsidiaries is eliminated towards the
corresponding share of net equity, including any adjustment to the fair value on the date of
acquisition; any resulting positive difference is recognized among intangible assets as goodwill, as
illustrated below, whereas any negative difference is charged into the statement of profit or loss.

In preparing the consolidated financial statements, all balance sheet, income statement and cash
flow balances among the Group companies have been eliminated, as well as unrealized gains and
losses on infra-group transactions.

Associates are defined as those companies in which the Group is able to exercise a significant
influence. A significant influence is the power to participate in determining the financial and
operating policies of the associate without holding its control or joint control.

A joint venture is instead a joint agreement on an entity whereby the parties that have the joint
control have rights to the net assets of that entity. Joint control is the sharing, established by an
agreement, of the control of an economic activity, that exists only when the unanimous consent of
all parties sharing control is required for decisions on those activities.

Joint ventures are different from joint operations that are instead agreements that give the parties of
the agreement, which have joint control of the entity, rights over the individual assets and
obligations for the liabilities relating to the agreement.

Investments in associates and joint ventures are accounted for using the equity method. In the case
of joint operations, assets and liabilities, costs and revenues related to the agreement are recognized
based on the relevant accounting standards.

The consolidated financial statements are presented in euro, which is the functional currency of the
Group.

Each company of Group defines the functional currency for its financial statements. Transactions in
foreign currencies are initially recorded at the exchange rate (related to the functional currency) at
the date of the transaction.

All of the assets and liabilities of foreign companies in currencies other than the euro that fall
within the scope of consolidation are converted by using the exchange rates in force as of the
balance sheet date (current exchange rate method), whereas the associated revenues and costs are
converted at the average exchange rates for the year. Translation differences resulting from the
application of this method are classified as a shareholders’ equity item until the equity investment
is sold. In preparing the consolidated cash flow statement, the cash flows of consolidated foreign
companies expressed in currencies other than the euro are converted by using the average exchange
rates for the year.

Non-current items measured at historical cost in a foreign currency (including goodwill and
adjustments to the fair value generated during the purchase price allocation of a foreign company)
are converted at the exchange rates at the date of their initial recording. At a later stage, these
figures are converted at the exchange rate at year end.

The following table shows the exchange rates used for the conversion of the foreign financial
statements.
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expressed in foreign currency (per 1 euro)

December 31,2016 December 31,2015

Currency Awerage Final Awerage Final

rate rate rate rate
US dollar 1.1069 1.0541 1.1095 1.0887
Japanese yen 120.1970 123.4000 134.3100 131.0700
South Korean won 1,284.1800 1,269.3600] 1,256.5000  1,280.8000
Renminbi (P.R. of China) 7.3522 7.3202 6.9733 7.0608
Taiwan dollar 35.6892 33.9995 35.2501 35.7908

During the first-time adoption of IFRSs, the cumulative translation differences generated by the
consolidation of foreign companies operating outside of the euro area were reduced to zero, as
permitted by IFRS 1 (First-time adoption of International Financial Reporting Standards).
Consequently, only translation differences accumulated and recognized after January 1, 2004 are
considered in determining any capital gains or losses arising from the sale thereof.

Business combinations and Goodwill

Business combinations are recognized according to the purchase method. According to this
method, the identifiable assets (including previously unrecognized intangible assets), liabilities and
contingent liabilities (excluding future restructuring) acquired are recognized at their current values
(fair values) at the date of the acquisition. The positive difference between the purchase cost and
the Group’s interest in the fair value of such assets and liabilities is classified as goodwill and
recognized among intangible assets. Any negative difference (badwill) is charged to the statement
of profit or loss at the time of the acquisition.

Any consideration subject to specific conditions in the business combination contract is measured
at fair value at the acquisition date and included in the value of the consideration transferred in the
business combination for the purposes of calculating the goodwill. Any subsequent changes in the
fair value, which can be classified as adjustments arising during the measurement period, are
included in the goodwill retrospectively. The changes in the fair value classified as adjustments in
the measurement period are those resulting from additional information about facts and
circumstances that existed at the acquisition date, obtained during the measurement period (which
cannot exceed the period of one year from the business combination).

If the purchase cost and/or the value of the assets and liabilities acquired may only be determined
on a provisional basis, the Group recognizes the business combination using the provisional values,
that will be definitively determined within 12 months from the date of the acquisition. Any use of
this accounting method will be mentioned in the explanatory notes.

The costs related to the acquisition are recognized in the statement of profit or loss when they are
incurred.

Goodwill is not amortized, but rather tested for impairment on an annual basis, or more frequently
if specific events or particular circumstances indicate that impairment may have occurred,
according to 1AS 36 — Impairment of assets. After its initial recognition, goodwill is measured at
cost, less any impairment recognized. Goodwill, once impaired, may not be recovered.

For the purposes of congruity analysis, the goodwill acquired in a business combination is
allocated, at the date of acquisition, to the Group’s individual cash-generating units (CGUs) or to
groups of cash-generating units that should benefit from the synergies of the combination,
regardless of whether other Group’s assets and liabilities have been allocated to such units or
groups of units. Each CGU or group of CGUs to which goodwill is allocated, represents the lowest
Group’s level at which goodwill is monitored for internal management purposes.

When goodwill represents a part of a CGU and a part of the assets internal to that unit is sold, the
goodwill associated with the assets sold is included in the carrying value of the assets in order to
determine the gain or loss on the sale. The goodwill transferred in such circumstances is measured
on the basis of the figures for the transferred assets and the portion of the unit retained.
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When all or part of a previously acquired company, the acquisition of which had generated
goodwill, is disposed of, the residual share of goodwill is considered when calculating the effects
of the sale. The difference between the sale price and net assets, plus any accumulated translation
differences and goodwill is recognized into the statement of profit or loss. Retained earnings or
losses entered directly in the shareholders’ equity are transferred to the statement of profit or loss at
the time of the sale.

Where options do not grant effective access to the results associated with the ownership of minority
interests, the shares or units referring to these options are recognized at the date of the acquisition
of the control as “minority interests”; the share of the net income and losses (and other changes in
equity) of the entity acquired are attributed to the minority interests after the business combination
is completed. The minority-interest share is eliminated as of each balance sheet date and classified
as a financial liability at its fair value (equal to the current value of the strike price of the option), as
if the acquisition had occurred on that date. The Group has opted to recognize the difference
between the financial liability at fair value and the minority-interest share eliminated as of the
balance sheet date as goodwill (Parent entity extension method).

Intangible assets

Development expenses

Internally incurred costs for the development of new products and services constitute, depending on
the circumstances, internally produced intangible or tangible assets and are recognized as assets
solely if the costs can be reliably measured and the technical feasibility of the product, the expected
volumes and prices indicate that the costs incurred in the development phase will generate future
economic benefits.

Capitalized development costs consist solely of effectively incurred expenses that may be directly
allocated to the development process.

Capitalized development costs are systematically amortized starting from the year of production
throughout the estimated useful life of the product/service.

Other intangible assets with finite useful life

Other purchased or internally produced intangible assets with finite useful lives are recognized as
assets, in accordance with the provisions of IAS 38 — Intangible assets, when it is likely that the use
of the assets will generate future economic benefits and that the determination of their cost is
reliable.

Such assets are recognized at the cost of purchasing or producing them and are amortized on a
straight-line basis over their estimated useful lives. Intangible assets with finite useful life are also
assessed for impairment annually, or whenever there is an indication that the assets may have
become impaired.

Amortization is calculated on a straight-line basis over the estimated useful lives of the assets;
amortization rates are revised annually and are amended if the current estimated useful life differs
from the previous estimate. The effects of such changes are recognized prospectively in the
statement of profit or loss.

Intangible assets are amortized according to their estimated useful lives, where finite, as follows.

Industrial and other patent rights 3/15 years/duration of the contract
Concessions, licenses, trademarks and similar rights 3/25 years/duration of the contract
Other 5/15 years/duration of the contract

Property, plant and equipment

Owned property, plant and equipment are recognized at the cost of purchase or production, or,
where such assets were carried as of January 1, 2004, at deemed cost, which, for some assets, is
represented by their revalued cost. Costs incurred subsequent to the purchase are capitalized only if
they increase the future economic benefits deriving from the asset to which they refer. All other
costs are charged into the statement of profit or loss when they are incurred. The cost of the assets
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also includes the projected costs of dismantling the asset and restoring the site, where there is a
legal or implicit obligation to do so. The corresponding liability is recognized at its net present
value during the period in which the obligation arises as a provision among the liabilities within the
provisions for risks and contingencies. The capitalized expense is recognized into the statement of
profit or loss over the useful life of the associated property, plant and equipment through the
depreciation process.

Depreciation is calculated at constant rates over the estimated useful life of the assets.

Land, including that annexed to buildings, is not depreciated.

Depreciation rates are revised annually and are amended if the current estimated useful life differs
from the previous estimate. The effects of such changes are recognized prospectively into the
statement of profit or loss. The minimum and maximum depreciation rates are listed below.

Buildings 2.5% - 20%
Plant and machinery 6% - 33%
Industrial and commercial equipment 3% - 40%
Other assets 3% - 25%

Leasing contracts that substantially transfer to the Group all the risks and benefits of the leased
item are considered as financial leases.

The leased assets are capitalized at the beginning of the lease at the fair value of the leased property
or, if lower, at the present value of the minimum lease payments and they are depreciated over the
estimated useful life of the asset.

The liability due to the lessor is classified as a financial liability in the statement of financial
position. Lease payments are apportioned between principal and interest in order to obtain the
application of a constant interest rate on the remaining balance of the liability. Interests are
recognized in the financial costs of the statement of profit or loss.

Leasing contracts in which the lessor does not transfer all the risks and benefits related to the
ownership are considered as operating leases. The operating lease payments are charged into the
statement of profit or loss on a straight-line basis over the term of the contract.

Impairment

At the end of each reporting period, the Group assesses whether there is any indication that the
intangible assets and property, plant and equipment might have suffered an impairment.

Goodwill and intangible assets with an indefinite useful life are subjected to an impairment test at
least once a year, or more frequently whenever there is an indication that the asset may have
suffered an impairment.

Goodwill

Goodwill is assessed for impairment at the balance sheet date or during the fiscal year if there are
indicators of criticality. The goodwill acquired and allocated during the year is assessed for
impairment before the end of the year in which it was acquired and allocated.

For the purposes of impairment testing, goodwill is allocated, as of the date of acquisition, to each
cash-generating unit or group of cash generating units that benefit from the acquisition, regardless
of whether other Group’s assets and liabilities have been allocated to such units.

If the carrying value of the cash-generating unit (or group of units) exceeds its recoverable value,
the difference is recognized into the statement of profit or loss as an impairment loss.

The impairment loss is charged into the statement of profit or loss, initially by decreasing the
carrying value of the goodwill allocated to the unit (or group of units), and only then is charged to
the unit’s other assets in proportion to their carrying value, up to a maximum of the recoverable
value of assets with finite useful lives. The recoverable value of a cash-generating unit or group of
cash-generating units to which the goodwill is allocated is the greater of the fair value, less selling
costs, and the value in use of the unit itself.
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The value in use of an asset consists of the current value of expected cash flows, calculated by
applying a discount rate that reflects current market valuations of the value of money over time and
the specific risks of the asset. Future explicit cash flows normally cover a period of three years and
they are projected along a defined period between 5 and 12 years, except for projections that
require longer periods, such as in the case of initiatives in the start-up phase. The long-term growth
rate used to estimate the terminal value of the unit (or group of units) cannot exceed the average
long-term growth rate for the industry, country or market in which the unit (or group of units)
operates.

The value in use of cash-generating units in foreign currencies is estimated in the local currency
discounting such cash flows at a rate appropriate to the currency itself. The current value obtained
through this process is translated into euro at the spot exchange rate as of the date of the
impairment test (which, in our case, is the balance sheet date).

Future cash flows are estimated by referring to the cash-generating unit’s current conditions and
consequently do not contemplate either the benefits of future restructuring operations to which the
entity is not yet committed or future investments to improve or optimize the unit.

For impairment testing purposes, the carrying value of a cash-generating unit is determined in
accordance with the criteria according to which the cash-generating unit’s recoverable value is
determined, excluding surplus assets (i.e. financial assets, deferred tax assets, and net non-current
assets held for sale).

After having conducted an impairment test on the cash-generating unit (or group of units) to which
the goodwill is allocated, a second level impairment test is conducted that includes also centralized
assets with auxiliary functions (corporate assets) that do not generate positive cash flows and
cannot be allocated to the individual units according to a reasonable and consistent criterion. At this
second level, the recoverable value of all units (or groups of units) is compared with the carrying
value of all units (or groups of units), including those units to which no goodwill has been allocated
and corporate assets.

Where the conditions that had previously required the recognition of impairment cease to apply, the
original value of the goodwill is not restored, according to IAS 36 - Impairment of assets.

Tangible and intangible assets with finite useful life

During the year, the Group verifies whether there are indications that tangible and intangible assets
with finite useful lives may have become impaired. Both internal and external sources of
information are considered in this process. These internal sources include: the obsolescence or
physical deterioration of the asset, any significant changes in the use of the asset and the economic
performance of the asset with respect to projections. The external sources include: the trend in the
market prices of assets, any discontinuities of technology, market, or legislation, the trend in
market interest rates and the cost of capital used to assess investments, and, lastly, whether the
carrying value of the Group’s net assets exceeds its market capitalization.

If there are indications that tangible or intangible assets with finite useful lives have become
impaired, the carrying value of the assets is reduced to their recoverable value. The recoverable
value of an asset is defined as the greater of its fair value, net of selling costs, and its value in use.
The value in use of an asset consists of the current value of expected cash flows, calculated by
applying a discount rate that reflects current market valuations of the value of money over time and
the specific risks of the asset. When it is not possible to determine the recoverable amount of an
individual asset, the Group estimates the recoverable value of the asset's cash-generating unit.
Impairment is charged into the statement of profit or loss.

If the reasons that led to impairment subsequently cease to apply, the carrying value of the asset or
cash-generating unit is increased up to the new estimate of the recoverable value, which, however,
may not exceed the value that would have resulted if no impairment had been recognized.
Reversals are recognized into the statement of profit or loss.

Investments in associates and joint ventures

Investments in associates and joint ventures are evaluated using the equity method. According to
this method, the investment is initially recognized at cost and then it is adjusted to recognize the
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Group’s share of its net equity changes. The share of net result deriving from the application of this
consolidation method is recognized into the statement of profit or loss, under the item “Share of
result of investments accounted for using the equity method”.

Losses of associates in excess of the Group's share are not recognized, unless the Group has
assumed any obligation to cover them.

The positive difference between the purchase price and the Group's interest in the fair value of the
assets, liabilities and contingent liabilities of the associate at the date of acquisition represents the
goodwill and it is included in the carrying value of the investment.

Any negative difference between the purchase price and the Group's interest in the fair value of
assets, liabilities and contingent liabilities of the associate is charged into the statement of profit or
loss once the acquisition method process is completed within twelve months from the date of the
acquisition.

When there has been a change recognized directly in the equity of the associate or of the joint
venture and in its statement of comprehensive income, the Group recognizes, if applicable, its share
of any changes and discloses this in the statement of changes in equity and in the consolidated
statement of comprehensive income.

The consolidated net income is adjusted to delete the positive and negative economic effects arising
from intercompany transactions with the associate or the joint venture and not yet realized with
third parties at year end.

Annually the Group verifies whether there are indications of impairment, by comparing the value
of the investment according to the equity method and its recoverable value. Any impairment loss is
allocated to the investment and charged into the statement of profit or loss.

Following the loss of a significant influence over an associate or of the joint control of a joint
venture, the Group measures and recognizes the residual interest at fair value. The difference
between the carrying value of the investment at the date of the loss of the significant influence or of
the joint control and the fair value of the residual interest and of the compensations received is
recognized into the income statement.

Receivables

Receivables generated by the company are initially recognized at their nominal value and
subsequently measured at their estimated realizable value.

Receivables with maturities over one year, which do not bear interest or bear interest at below-
market rate, are discounted using market rates.

Cash and cash equivalents

Cash and cash equivalents are recognized, according to their nature, at their nominal value.
Cash equivalents consist of highly liquid short-term investments that are readily convertible into
known amounts of cash and are subject to an insignificant risk of change in value.

Financial liabilities

Financial liabilities include financial payables and other financial liabilities, including derivative
instruments. Under IAS 39, they also include trade and other nature payables.

Non-derivative financial liabilities are initially recognized at fair value, less transaction costs, and
are subsequently measured at amortized cost, i.e. the amount initially recognized less any
repayments of principal, positively or negatively adjusted based on the amortization (using the
effective interest method), of any difference between the initial value and the value at maturity.
Financial liabilities hedged by derivative instruments aimed at covering the risk of changes in the
value of the liability (fair value hedge derivatives) are measured at their fair value according to the
hedge accounting methods set out in the 1AS 39 for the hedge accounting: gains and losses arising
from subsequent adjustments to fair value, limited to the hedged component, are recognized into
the statement of profit or loss and offset by the portion of the loss or gain arising from subsequent
measurements of the hedging instrument at fair value.
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Derivative financial instruments

The derivatives transactions undertaken by the SAES Group are aimed at hedging its exposure to
exchange-rate and interest-rate risks and diversifying debt parameters in order to reduce the cost
and volatility of debt within pre-determined management limits.

According to the requirements of IAS 39, hedging instruments are accounted according to the
hedge accounting methods only when:

a) at inception, they are formally designated as a hedge and the hedge relationship is documented;
b) the hedge is expected to be highly effective;

c) the effectiveness of the hedge can be reliably measured;

d) the hedge is highly effective in each designated accounting period.

All derivative instruments are measured at their fair value according to IAS 39.

Where derivatives satisfy the requirements for their treatment under hedge accounting rules, the
following accounting standards are applied:

e Fair value hedges - If a derivative financial instrument is designated as a hedge of the exposure
to the changes in the fair value of an asset or liability attributable to a particular risk, the gain or
loss resulting from subsequent changes in the fair value of the hedging instrument is recognized
into the statement of profit or loss. The gain or loss arising from the fair value adjustment of the
hedged item attributable to the hedged risk is recognized as an adjustment to the carrying value of
the item itself and entered in the statement of profit or loss.

e Cash flow hedges - If a derivative financial instrument is designated as a hedge of the exposure
to the changes in the cash flows of an asset or liability carried on the balance sheet or of a highly
probable planned transaction, the effective portion of the gains or losses arising from the fair value
adjustment of the derivative instrument is recognized in a specific shareholders’ equity reserve
(cash flow hedge reserve). The cumulative gain or loss is reversed from the shareholders’ equity
reserve and recognized in the statement of profit or loss during the same years in which the effects
of the hedged transaction are recognized in the statement of profit or loss.

The gain or loss associated with the ineffective portion of the hedge is immediately recognized in
the statement of profit or loss. If the hedged transaction is no longer deemed highly probable, the
unrealized gains or losses recognized in the shareholders’ equity reserve are immediately entered in
the statement of profit or loss.

Gains and losses arising from the fair-value measurement of derivatives not designated as hedges
are directly recognized in the statement of profit or loss.

Inventory

Inventory, which consists of raw materials, purchased products, semi-finished, work in progress
and finished products, is measured at the lesser of the cost of purchase and production and the
estimated realizable value. Costs are determined according to the FIFO method. The measurement
of inventory also includes direct material and labor costs and indirect production costs (both
variable and fixed).

In addition, provisions for impairment are allocated for materials, finished products, spare parts and
other articles deemed obsolete or with a slow rotation, on the basis of their expected future use and
estimated realizable value.

Assets held for sale/Discontinued operations
Ceased assets, Assets held for sale and Discontinued operations refer to lines of business and assets

(or groups of assets) that have been sold or are in the process of being sold, the carrying value of
which have been, or will be, recovered primarily through their sale rather than their continuing use.
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These conditions are met when the sale or discontinuity of the group of assets held for sale are
highly probable and the assets and liabilities are immediately available for sale at their current
state.

Assets held for sale are measured at the lesser of their net carrying value and fair value, net of
selling costs.

Where such assets have originated in recent business combinations, they are measured at their
current value, net of disposal costs.

In accordance with IFRSs, the figures for discontinued operations and/or assets held for sale are
presented as follows:

e in two specific items of the balance sheet: Assets held for sale and Liabilities held for sale;

e in a specific item of the statement of profit or loss: Net income (loss) from assets held for sale.

Staff leaving indemnity and other employee benefits

Staff leaving indemnity

The staff leaving indemnity, which is compulsory for Italian companies according to article 2120
of the Civil Code, is a deferred benefit and is correlated to the length of each employee’s term of
employment and the compensation received during the period of service.

In application of 1AS 19, the staff leaving indemnity calculated as indicated above is a “Defined-
benefit plan” and the associated obligation to be recognized (Staff leaving indemnity debt) is
determined through an actuarial calculation by using the Projected Unit Credit Method. As required
by the revised version of IAS 19, gains and losses arising from the actuarial calculation are fully
recognized in the comprehensive income in the period in which they occur. These actuarial
differences are entered immediately on the retained earnings and are not classified in the statement
of profit or loss in the following periods.

The costs associated with the increase in the current value of the staff leaving indemnity obligation
arising from the proximity of the moment in which benefits are to be paid are included among
“Personnel costs”.

Effective from January 1, 2007, the 2007 Finance Law and related implementation decrees have
introduced significant changes to staff leaving indemnity rules, including the employees’ right to
choose whether to allocate the not accrued portion of their leaving indemnity to complementary
pension funds or the “Treasury Fund” managed by INPS.

It follows that the obligation to INPS, as well as contributions to complementary pension schemes,
acquire the status of “Defined-contribution plans™ in accordance with IAS 19, whereas the amounts
recognized in the Staff leaving indemnity debt continue to be considered “Defined-benefit plans”.
The amendments to the law enacted in 2007 have consequently entailed the redetermination of
actuarial assumptions and the ensuing calculations employed to determine the staff leaving
indemnity.

Other long term benefits

Anniversary or other seniority bonuses and long-term incentive plans are discounted back in order
to determine the present value of the defined-benefit liability and the cost relating to the current
employment services. As required by the revised version of 1AS 19, gains and losses arising from
the actuarial calculation are fully recognized in the comprehensive income in the period in which
they occur. These actuarial differences are entered immediately on the retained earnings and are not
classified in the statement of profit or loss in the following periods.

Provisions for contingencies and obligations

Group companies recognize provisions for contingencies and obligations when there is a current,
legal or implicit, obligation to a third party as the result of a past event and it is likely that the
Group will be required to spend resources in order to fulfill this obligation and the amount of the
obligation may be reliably estimated.

Changes in estimates are reflected in the statement of profit or loss for the year in which they
occur.
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Treasury shares

Treasury shares are deducted from the shareholders’ equity.
Transactions in foreign currencies

Transactions in foreign currencies are entered at the exchange rate in force on the transaction date.
Monetary assets and liabilities denominated in foreign currencies are converted at the exchange
rate in effect at the balance sheet date. Exchange differences resulting from the discharge of
monetary items or the conversion of such items at rates differing from those at which they were
initially recognized during the year or at those of the end of the previous year are recognized in the
statement of profit or loss.

Non-current items measured at historical cost in a foreign currency (including goodwill and fair
value adjustments generated in the allocation of the acquisition cost of a foreign company) are
converted at the exchange rates at the date of their initial recording. At a later stage, these figures
are converted at the exchange rate at year end.

Revenue recognition

Revenues are recognized to the extent that it is probable that the Group will receive the economic
benefits and the amount of such benefits may be reliably determined. Revenues are represented net
of discounts, allowances and returns.

Revenues from the sale of goods are recognized when the risks and benefits related to the
ownership of the goods are transferred to the buyer.

Cost of sales

The cost of sales includes the cost of production or purchase of the products and goods that have
been sold. It includes all the costs of materials, the manufacturing ones and the general expenses
directly associated with the production, including the depreciation of the assets used for their
production and the write-downs of inventory.

Research and development costs and promotion expenses

Research and promotion expenses are charged directly to the statement of profit or loss during the
year in which they are incurred. Development expenses are capitalized if the conditions set out in
IAS 38 are met, as already described in the paragraph on intangible assets. If the requirements for
the mandatory capitalization of development expenses are not met, the expenses are charged to the
statement of profit or loss for the year in which they are incurred.

Government grants

Government grants are recognized in the financial statements in accordance with IAS 20, that
means when there is a reasonable certainty that the Company will comply with all the required
conditions to receive such grants and that the grants will be received. Grants are recognized in the
statement of profit or loss over the period in which the costs related to them are recognized.

Income taxes
Income taxes include all taxes calculated on the taxable income of the Group’s companies.
Income taxes are recognized into the statement of profit or loss, with the exception of taxes

pertaining to items directly charged or entered in a shareholders’ equity reserve, in which case the
associated tax effect is recognized directly in the respective shareholders’ equity reserves.
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Accruals for taxes that could be generated by the transfer of the undistributed earnings of
subsidiaries are made solely where there is an effective intention to transfer such earnings.
Deferred tax liabilities/assets are recognized according to the balance sheet liability method. They
are calculated on all temporary differences that arise between the taxable base of the assets and
liabilities and the carrying values of these assets/liabilities in the consolidated financial statements,
with the exception of goodwill that is not tax-deductible.

Deferred tax assets on tax-losses carried forwards are recognized to the extent that there is likely to
be a future taxable income against which they may be recovered.

Current and deferred tax assets and liabilities are offset where the income taxes are applied by the
same tax authority and there is a legal right to offset them.

Deferred tax assets and liabilities are determined by applying the tax rates expected to be applied
under the tax codes of the various countries in which Group companies operate during the years in
which the temporary differences will be eliminated.

Earnings per share

Basic earnings per ordinary share is calculated by dividing the Group’s net income for the year
attributable to ordinary shares by the weighted average number of ordinary shares outstanding
during the year (excluding treasury shares). In a like manner, basic earning per savings share is
calculated by dividing the Group’s net income for the year attributable to savings shares by the
weighted average number of savings shares outstanding during the year.

Use of estimates and subjective assessments

In order to prepare the consolidated financial statements and the related notes in accordance with
IFRSs, the management is required to make estimates and assumptions that have an effect on assets
and liabilities as well as on the information about contingent assets and liabilities at the balance
sheet date. In the future, should such estimates and assumptions, based on the best currently
available assessment, differ from the actual circumstances, they will be amended accordingly when
the circumstances change. Estimates and subjective assessments are employed to determine the
recoverable value of non current assets (including goodwill), revenues, accruals to provisions for
receivables, obsolete and slow-rotation inventory, depreciation and amortization, employees’
benefits, taxes, restructuring provisions and other accruals and provisions. Estimates and
assumptions are reviewed periodically and the effects of all changes are immediately reflected in
the statement of profit or loss. In the absence of a standard or interpretation specifically applicable
to a transaction, the Group’s management decides, through subjective assessments, which
accounting methods to adopt in order to provide relevant and reliable information so that the
financial statements:

e are a faithful representation of the Group’s financial position, net result and cash flows;
reflect the economic substance of transactions;
are neutral;
are drafted on a prudential basis;
are complete in all significant aspects.
The balance sheet items that require more than others a subjective judgment on the part of the
directors in the preparation of the estimates and for which a change in the underlying assumptions
could have a significant impact on the financial statements are the following ones: goodwill,
impairment of fixed assets, depreciation of assets, deferred tax assets, bad debt provisions,
inventory write-downs, risk provisions, pension plans and other post-employment benefits.
With regard to the main assumptions and sources used in making such estimates, please refer to the
relevant sections of the notes to the financial statements.

Standards, interpretations and amendments effective from January 1, 2016

Accounting standards used to prepare the consolidated financial statements as at December 31,
2016 are consistent with those applied in the consolidated financial statements as at December 31,
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2015, except for the adoption of new standards and interpretations applicable starting from January
1, 2016. The following accounting standards, amendments and interpretations are applicable for the
first time from January 1, 2016.

IAS 19 - Defined benefit plans: employee contributions (amendment)

On November 21, 2013 the IASB issued an amendment to IAS 19 - Defined benefit plans:
employee contributions, which aims at recording the contributions (relating only to the service
provided by the employee during the year) made by employees or third parties to defined benefit
plans as a reduction of the service cost for the year in which the contribution is paid. The need for
this proposal arose with the introduction of the new IAS 19 (in 2011), according to which such
contributions are to be interpreted as part of a post-employment benefit, rather than a short-term
benefit and, therefore, that this contribution should be spread over the years of service of the
employee.

The adoption of this amendment had no impact on the Group’s consolidated financial statements.

Annual improvements to IFRSs: 2010-2012 cycle

On December 12, 2013 the IASB published the document “Annual improvements to IFRSs: 2010-
2012 cycle” which incorporates the changes to some standards as part of the annual process to
improve them. The main changes include the following ones:

o IFRS 2 - Share-based payments - definition of vesting conditions. Some changes have been
made to the definitions of “vesting condition” and “market condition” and the
definitions of “performance condition” and “service condition” have been added (previously
included in the definition of “vesting condition™).

o IFRS 3 - Business combination - accounting for contingent consideration. The amendment
clarifies that a contingent consideration in a business combination classified as a financial asset
or liability (differently from what envisaged for that classified as an equity instrument) shall be re-
measured at fair value at each balance sheet closing date and the changes in the fair value are
recognized in the income statement or among the items of the other comprehensive income based
on the requirements of IAS 39 (or IFRS 9).

o0 IFRS 8 - Operating segments - aggregation of operating segments. The amendments require an
entity to provide disclosures about the assessments made by the management in applying the
criteria of aggregation of operating segments, including a description of the aggregated operating
segments and of the economic indicators that have been taken into account to decide
whether such operating segments have similar economic characteristics as such to allow their
aggregation.

o IFRS 8 - Operating segments - reconciliation of total of the reportable segments' assets to
the entity's assets. The amendments clarify that the reconciliation between the total assets of the
operating segments and the total assets as a whole of the entity must be submitted only if the total
assets of the operating segments are regularly reviewed by the chief operating decision makers.

o IFRS 13 - Fair value measurement - short-term receivables and payables. The basis for
conclusions of this principle have been changed in order to clarify that with the issuance of
IFRS 13, and the consequential amendments to IAS 39 and IFRS 9, the option of accounting
current trade receivables and payables without detecting the effects of their discounting, where
such effects are not significant, remains valid.

o IAS 16 - Property, plant and equipment and IAS 38 - Intangible assets -
revaluation method: proportionate restatement of accumulated depreciation/amortization. The
changes have eliminated the inconsistencies in the recognition of depreciation when a tangible
or intangible asset is re-valued. The changes clarify that the gross carrying value is
appropriate consistently with the revaluation of the carrying value of the asset and
that the accumulated depreciation is equal to the difference between the gross carrying
value and the carrying value net of any recognized impairment.

0 IAS 24 - Related partiesdisclosures - key management personnel. It is clarified that in case the
services of key management personnel are provided by an entity (and not by a person), that entity
has to be considered as a related party.

The adoption of this changes had no impact on the Group’s consolidated financial statements.
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IFRS 11 - Joint arrangements - accounting for acquisitions of interests in joint operations
(amendment)

On May 6, 2014 the IASB issued some amendments to IFRS 11 - Joint arrangements - accounting
for acquisitions of interests in joint operations related to the accounting of the purchase of interests
in a joint operation whose activity constitutes a business in accordance with what envisaged
by IFRS 3. The changes require that in these cases the principles set out in IFRS 3 relating to the
effects of a business combination shall be applied.

The adoption of this amendment had no impact on the Group’s consolidated financial statements.

IAS 16 - Property, plant and equipment and IAS 38 - Intangibles assets - clarification of
acceptable methods of depreciation and amortisation (amendments)

On May 12, 2014 the IASB issued some amendments to IAS 16 - Property, plant and
equipmentandto IAS 38 - Intangibles assets - clarification of acceptable methods of depreciation
and amortisation.

The amendments to IAS 16 - Property, plant and equipment establish that the depreciation method
based on revenues is not appropriate. The amendment clarifies that the revenues generated by an
activity that includes the use of an asset subject to depreciation generally reflect several factors
that differ from the solely consumption of the economic benefits of that asset, a condition that is
instead required for the depreciation.

The amendments to 1AS 38 - Intangibles assets introduce a relative assumption that a depreciation
method based on revenues is inappropriate for the same reasons stated by the amendments made to
IAS 16 - Property, plant and equipment. In the case of intangible assets, this assumption can be
rebutted only in limited and specific circumstances.

The adoption of these amendments had no impact on the Group’s consolidated financial statements.

Annual improvements to IFRSs: 2012-2014 cycle

On September 25, 2014 the IASB published the document “Annual improvements to IFRSs: 2012-
2014 cycle”.

The document introduces changes to the following standards:

o0 IFRS 5 - Non-current assets held for sale and discontinued operations. The amendment
introduces specific guidance when an entity reclassifies an asset (or disposal group) from held for
sale to held for distribution (or vice versa), or when the requirements for the classification of an
asset as held-for-distribution cease to exist. The amendments state that: (i) for such reclassifications
should be considered valid the same classification and evaluation criteria; (ii) assets that no longer
meet the criteria for held for distribution should be treated in the same way as assets that cease to
be classified as held for sale.

o IFRS 7 - Financial instruments: disclosure. The amendments provide additional guidance to
clarify whether a servicing contract represents a residual involvement in a transferred asset for the
purposes of the disclosure required in relation to transferred assets. In addition, it is clarified that
the disclosure on the compensation of financial assets and liabilities is not explicitly requested for
interim financial statements, except in the case this represents a significant information.

0 IAS 19 - Employee benefits. The document introduces some changes to IAS 19 in order to
clarify that the high quality corporate bonds used to estimate the discount rate for post-employment
benefits should be issued in the same currency as the benefits to be paid. These amendments
specify that the breadth of the market for high quality corporate bonds to be considered is the one
related to the involved currency and not the country of the entity subject to reporting.

0 IAS 34 - Interimfinancial reporting. The document introduces some amendments to clarify the
requirements to respect when the required information is presented within the interim financial
report but outside the interim financial statements. The amendment specifies that such information
has to be incorporated by way of a cross-reference from the interim financial statements to the
other parts of the interim financial report and that such document must be available to the readers
of the financial statements with the same terms and same timing as the interim financial statements.
The adoption of these amendments had no impact on the Group’s consolidated financial statements.
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IAS 1 - Disclosure initiative (amendme nt)

On December 18, 2014 the IASB issued an amendment to IAS 1 - Disclosure initiative. The

objective of the amendments is to provide some clarifications regarding some elements of

disclosure that may be perceived as impediments to a clear and understandable preparation of the

financial statements. The changes are the following ones:

0 Materiality and aggregation: it clarifies that a company should not obscure information by

aggregating or disaggregating it and that materiality considerations apply to the primary financial

statements, notes and any specific disclosure requirement of IFRSs. The disclosures specifically

required by IFRSs need to be provided only if the information is material.

o Statement of financial position and statement of profit or loss and other comprehensive income:

it clarifies that the list items specified by IAS 1 for these statements can be disaggregated and

aggregated on a case by case basis. It is also included an additional guidance on the presentation of

subtotals in these statements.

0 Presentation of the elements of Other Comprehensive Income (“OCI™): it clarifies that the share

of OCI of associates and joint ventures consolidated with the equity method should be presented in

aggregate as a single line item, with the latter divided in components respectively subject or not

subject to reclassifications in the income statement.

0 Explanatory notes: it clarifies that entities have flexibility when designing the structure of the

notes and it provides a guidance on how to determine a systematic order of the notes themselves,

for example:

= giving priority to those that are most relevant to the understanding of the financial position (for
example, gathering information on particular activities);

= grouping elements measured with the same criteria (for example, assets measured at fair value);

= following the order of the items presented in the tables.

The adoption of this amendment had no impact on the Group’s consolidated financial statements.

Investment entities: applying the consolidation exception (amendments to IFRS 10, IFRS 12
and IAS 28)

On December 18, 2014 the 1ASB published the document “Investment entities: applying the
consolidation exception (amendments to IFRS 10, IFRS 12 and IAS 28)”, containing amendments
related to issues raised as a result of the application of the consolidation exception granted to
investment entities.

The adoption of this amendment had no impact on the Group’s consolidated financial statements.

Accounting standards, amendments and interpretations of IFRS and IFRIC already
validated by the European Union, but not yet applicable if not in advance

The following standards and amendments are approved by the European Union, but not yet
mandatorily applicable and not yet adopted by the Group in advance as at December 31, 2016.

IFRS 15 - Revenue from contracts with customers

On May 28, 2014 the IASB issued IFRS 15 - Revenue from contracts with customers that, together

with further clarifications published on April 12, 2016, replaces IAS 18 - Revenues and 1AS 11 -
Construction contracts, as well as the interpretations IFRIC 13 - Customer loyalty

programmes, IFRIC 15 - Agreements for the construction of real estate, IFRIC 18 - Transfers

of assets from customers and SIC 31 - Revenues - barter transactions involving advertising

services. The new model of revenue recognition established by the new standard will apply to

all contracts with customers except those that fall within the scope of other IAS/IFRSs

such as leases, insurance contracts and financial instruments. The basic steps for the recognition of

revenues under the new model are the following ones:

o the identification of a contract with the customer;

o the identification of the performance obligations of the contract;

0 the determination of the price;

o the allocation of the price to the performance obligations of the contract;
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o the criteria of recognition of the revenue when the entity satisfies each performance obligation.
The standard is applicable starting from January 1, 2018, but an earlier application is allowed.
Instead, the amendments to IFRS 15, Clarifications to IFRS 15 - Revenue from Contracts with
Customers, published by the IASB in April 2016, have not been yet endorsed by the European
Union.

The possible impacts of these changes on the Group’s consolidated financial statements are
currently being assessed.

IFRS 9 - Financial instruments

On July 24, 2014 the 1ASB published the final version of IFRS 9 - Financial instruments.

The document summarizes the results of the IASB project aimed at replacing 1AS 39. The new
standard will have to be applied to financial statements beginning on January 1, 2018 or after that
date.

The standard introduces new requirements for the classification and measurement of financial
assets and liabilities. In particular, for financial assets, the new standard uses a single approach
based on the management of financial instruments and the contractual cash flow characteristics of
the financial assets themselves in order to determine the evaluation criterion, replacing the many
different rules envisaged by IAS 39. Instead, for financial liabilities, the main change regards the
accounting treatment of the changes in the fair value of a financial liability designated as a financial
liability evaluated at fair value in the income statement, if these changes are due to changes in the
creditworthiness of the issuer of the liability itself. Under the new standard, these changes must be
recognized in the other comprehensive income and not in the income statement.

With reference to the impairment model, the new standard requires that the estimate of credit losses
is made on the basis of the expected losses model (and not of the incurred losses model used by
IAS 39) using concrete information, available without unreasonable effort or expenses, which
include historical, current and future data. The standard requires that this impairment model applies
to all financial instruments, namely to financial assets measured at amortized cost, to those
measured at fair value through other comprehensive income, to receivables deriving from lease
contracts and to trade receivables.

Finally, the standard introduces a new hedge accounting model in order to adapt the requirements
of the current 1AS 39 that sometimes were considered too stringent and unsuitable to reflect the risk
management policies of the company. The main novelties of the document include the following
ones:

0 increase in the types of transactions eligible for hedge accounting, including also the risks of
non-financial assets/liabilities eligible to be managed in hedge accounting;

o0 change in the accounting method for forward contracts and options when included in a hedge
accounting relation in order to reduce the volatility of the income statement;

o0 changes in the effectiveness test by replacing the current model based on the 80-125%
parameter with the principle of the “economic relationship” between the hedged item and the
hedging instrument; moreover, a retrospective evaluation of the effectiveness of the hedging
relationship will be no longer requested.

The greater flexibility of the new accounting rules is offset by additional requests of information on
the risk management activities of the company.

The possible impacts of the introduction of IFRS 9 on the Group’s consolidated financial
statements are currently being assessed.

IFRS accounting standards, amendments and interpretations not yet validated by the
European Union

At the date of these consolidated financial statements, the competent bodies of the European Union
have not yet completed the endorsement process necessary for the adoption of the amendments and
the principles described below.

IFRS 16 - Leases
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On January 13, 2016 the IASB issued IFRS 16 — Leases, which is intended to replace 1AS 17 -
Leases, and the interpretations IFRIC 4 - Determining whether an arrangement contains a lease,
SIC 15 - Operating leases incentives and SIC 27 - Evaluating the substance of transactions
involving the legal form of a lease.

The new standard provides for a new definition of lease and introduces a criterion based on control
(right of use) of an asset to distinguish the lease contracts from the contracts for services, by
identifying the following discriminating factors: the identification of the asset, the right to replace
it, the right to substantially obtain all the economic benefits arising from the use of the asset and the
right to direct the use of the underlying asset of the contract.

The standard establishes a single model of recognition and measurement of the lease agreements
for the lessee which provides for the record of the lease asset, including an operating lease, among
the assets with a financial debt as counterpart, while providing also the possibility not to recognize
as leases those contracts which refer to “low-value assets” and those leases with a duration of the
contract equal to or less than 12 months. In contrast, the standard does not include significant
changes for the lessors.

The principle applies starting from January 1, 2019 but an early application is allowed, only for
those companies that have chosen an early adoption of IFRS 15 - Revenue from contracts with
customers.

It is expected that the application of IFRS 16 may have a significant impact on the accounting
treatment of leases and the related disclosure reported in the Group's consolidated financial
statements. However, it is not possible to provide a reasonable estimate of its effect until the Group
has completed a detailed analysis of the related contracts.

Recognition of Deferred Tax Assets for Unrealised Losses (amendments to IAS 12)

On January 19, 2016 the IASB published the document “Recognition of Deferred Tax Assets for
Unrealised Losses (amendments to IAS 12)” that contains some changes to IAS 12. The document
aims at providing some clarifications on the recognition of deferred taxes on unrealized losses upon
the occurrence of certain circumstances and on the estimate of the taxable income in the future
years.

The changes will apply starting from January 1, 2017, but an early adoption is allowed.

The Directors are currently considering the possible impacts of these amendments on the Group's
consolidated financial statements.

Disclosure Initiative (amendments to IAS 7)

On January 29, 2016 the IASB published the document “Disclosure Initiative (amendments to IAS
7)” that contains some changes to IAS 7. The document aims at providing some clarifications to
improve the disclosure on financial liabilities. In particular, the amendments require to disclose
information that enables users of the financial statements to understand the changes in liabilities
arising from financing operations, including changes resulting from monetary movements and
changes resulting from non-monetary movements. The amendments do not provide any specific
format to be used for such information. However, the introduced amendments require an entity to
provide a reconciliation between the initial balance and the final balance for the liabilities arising
from financial transactions.

The changes will apply starting from January 1, 2017, but an early application is allowed. It is not
required to present any comparative information related to the previous years.

The adoption of these changes are not expected to have any significant impact on the Group's
consolidated financial statements.

Classification and measurement of share-based payment transactions (amendments to IFRS 2)
On June 20, 2016 the IASB published the document “Classification and measurement of share-
based payment transactions (amendments to IFRS 2)” that contains some changes to IFRS 2. The
amendments provide some clarifications on the accounting treatment of the effects of vesting
conditions in the presence of cash-settled share-based payments, on the classification of share-
based payments with net settlement characteristics and on the accounting of the changes to the
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terms and conditions of a share-based payment that alter its classification from cash-settled to
equity-settled one.

The changes will apply starting from January 1, 2018, but an early application is allowed.

The adoption of these changes are not expected to have any significant impact on the Group's
consolidated financial statements.

Applying IFRS 9-Financial Instruments with IFRS 4-Insurance Contracts

On September 12, 2016 the IASB published the document “Applying IFRS 9-Financial Instruments
with IFRS 4-Insurance Contracts”. For entities whose business consists mainly of insurance
activities, the amendments seek to clarify the concerns arising from the application of the new
IFRS 9 to financial assets, before the replacement by the IASB of the current IFRS 4 with the new
standard currently under preparation, on the basis of which financial liabilities are valued.

The amendments introduce two possible approaches:

o overlay approach;

o deferral approach.

These approaches will allow:

- the possibility to recognize in the other comprehensive income (that means in the OCI
statement), rather than in the income statement, the effects deriving from the application of IFRS 9
instead of IAS 39 to certain designated financial assets before the application of the new standard
concerning insurance contracts (overlay approach);

- the possibility of a temporary exemption from the application of IFRS 9 until the earlier
between the application date of the new standard on insurance contracts and the annual period
beginning on January 1, 2021. The entities that defer the application of IFRS 9 will continue to
apply the current 1AS 39 (deferral approach).

The adoption of these amendments is not expected to have any significant impact on the
consolidated financial statements of the Group.

Annual Improvements to IFRSs: 2014-2016 Cycle

On December 8, 2016 the IASB published the document “Annual Improvements to IFRSs: 2014-
2016 Cycle” that incorporates the amendments to some standards as part of the annual process to
improve them. The main changes concern the following ones:

o0 IFRS 1 First-Time Adoption of International Financial Reporting Standards - Deletion of short-
term Exemptions for first-time adopters. The amendment of this standard is effective at the latest
for annual periods beginning on January 1, 2018 and concerns the elimination of some short-term
exemptions provided by paragraphs E3-E7 of Appendix E of IFRS 1, as the benefit of such
exemptions is deemed outdated;

o IAS 28 Investments in Associates and Joint Ventures - Measuring investees at fair value
through profit or loss: an investment-by-investment choice or a consistent policy choice. The
amendment states that the option for a venture capital organization or another entity qualified as
such (for example, a mutual fund or a similar entity) to measure investments in associates and joint
ventures measured at fair value through profit or loss (rather than by applying the equity method) is
carried out for each investment at the time of its initial recognition. This amendment shall apply
starting from January 1, 2018;

o0 IFRS 12 Disclosure of Interests in Other Entities - Clarification of the scope of the Standard.
The amendment clarifies the scope of IFRS 12, specifying that the information required by the
standard, except for that envisaged by paragraphs B10-B16, is applied to all equity interests that are
classified as held for sale, held for distribution to shareholders or as discontinued operations in
accordance with IFRS 5. The amendment shall apply starting from January 1, 2017.

The adoption of these amendments is not expected to have any significant impact on the
consolidated financial statements of the Group.

Foreign Currency Transactions and Advance Consideration (IFRIC Interpretation 22)

On December 8, 2016 the 1ASB published the document “Foreign Currency Transactions and
Advance Consideration (IFRIC Interpretation 22)”. The interpretation aims at providing guidelines
for foreign exchange transactions if non-cash advances or down payments are recognized in the
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accounts, prior to the recognition of the related assets, costs or revenues. This document provides
guidance on how an entity should determine the date of a transaction, and as a result, the spot
exchange rate to be used when there are foreign currency transactions in which the payment is
made or received in advance.

The interpretation clarifies that the transaction date is the earlier between:

a) the date on which the advance payment or the down payment received are recorded in the
financial statements;

b) the date on which the asset, the cost or the income (or part of it) is recognized in the balance
sheet (with the cancellation of the advance or down payment received).

If there are a number of advance or down payments received, a transaction date for each of them
must be identified. IFRIC 22 is applicable starting from January 1, 2018, but an earlier adoption is
allowed.

The adoption of these amendments is not expected to have any significant impact on the
consolidated financial statements of the Group.

Transfers of Investment Property (Amendments to 1AS 40)

On December 8, 2016 the IASB published the document “Transfers of investment property
(amendments to 1AS 40)” that contains some changes to IAS 40. These amendments clarify the
transfer of a property to, or from, an investment property. In particular, an entity shall transfer a
property to, or from, investment property when, and only when, there is evidence of a change in its
use. Such a change must be related to a specific event that happened and therefore should not be
limited to a change in the intentions of the management of an entity. These amendments will apply
starting from January 1, 2018, but an earlier adoption is allowed.

The adoption of these amendments is not expected to have any significant impact on the
consolidated financial statements of the Group.

IFRS 10 and IAS 28 - Sales or contribution of assets between an investor and its associate or
joint venture (amendment)

On September 11, 2014 the IASB published an amendment to IFRS 10 and IAS 28 - Sales or
contribution of assets between an investor and its associate or joint venture. The document was
published in order to solve the current conflict between IAS 28 and IFRS 10.

According to IAS 28, the gain or loss resulting from the sale or transfer of a non-monetary asset to
a joint venture or associate in exchange of a share in the share capital of the latter is limited to the
stake held in the joint venture or associate by the other investors not involved in the transaction. In
contrast, IFRS 10 requires the recording of the entire gain or loss in the event of loss of the control
of a subsidiary, even if the entity continues to hold a non-controlling stake in it, including in this
case also the sale or transfer of a subsidiary to a joint venture or to an associate. The introduced
changes provide that in case of a sale/transfer of an asset or a subsidiary to a joint venture or an
associate, the measure of the gain or loss to be recognized in the balance sheet of the
assignor/transferor depends on the fact that the sold/transferred assets or subsidiary constitute or
not a business, as envisaged by IFRS 3. In the event that the sold/transferred activities or subsidiary
represent a business, the entity shall recognize the gain or loss on the entire investment previously
held; while, in the opposite case, the portion of gain or loss related to the share still held by the
entity should be eliminated.

At the moment, the IASB has suspended the application of this amendment.

The adoption of these changes is not expected to have any significant impact on the Group’s
consolidated financial statements.

3. BUSINESS COMBINATIONS

Acquisition of a majority interest (70%o) in the share capital of Metalvuoto S.p.A.
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On October 10, 2016 SAES Getters S.p.A. acquired from Mirante S.r.l. a majority interest (70%) in
the share capital of Metalvuoto S.p.A., based in the province of Monza Brianza, a well-established
player in the field of advanced packaging, producing metalized and innovative plastic films for
food preservation. Thanks to this acquisition, SAES, that already cooperated with Metalvuoto
S.p.A. in testing the application of SAES’ functional polymer composites on the plastic films for
food preservation made by Metalvuoto S.p.A., aims at competing in the “smart” food packaging
sector, entering the market with a complete and innovative range of products, through the
development of high performance active plastics, characterized by transparency, biocompatibility
and a reduced environmental impact.

SAES Getters S.p.A. acquired 70% of Metalvuoto S.p.A. for a price based on a multiple of the
EBITDA, adjusted according to predefined financial parameters (including the net financial
position and the value of the finished goods inventory), equal to 5,128 thousand euro.

The contract signed between the parties provides that such price can be adjusted at the time of the
purchase of the additional 30% (please refer to the next paragraph), should occur in Metalvuoto
S.p.A. some commercial and/or investment operations related to the previous management; such
operations have been assessed as not likely to occur and, therefore, they have not been valued at
December 31, 2016 for the determination of the purchase price.

A put and call option between the shareholders have been provided, to be exercised starting from
the twelfth month and within eighteen months from the date of the closing, for the acquisition of
the remaining 30% of the share capital of Metalvuoto by SAES, for a predetermined price,
calculated with a similar method as for the 70% first purchase. In case the option is not exercised
within the agreed terms, SAES is committed to acquire the remaining 30% of the share capital of
the company within twenty-four months.

As set out in the shareholders’ agreements that govern the relationship between the parties of the
company in its new shareholding structure, the new Board of Directors of Metalvuoto S.p.A is
composed by three members, two of which nominated by the controlling company SAES,
including the Managing Director; the minority shareholder, Mirante S.r.l, is represented by the
third member, the Chairman of the Board itself, namely the founder Eng. Giovanni Ronchi.

Based on the provisions included in IFRS 10, the SAES Group considers to have the control of
Metalvuoto S.p.A. Therefore, the financial statements of the latter were included in the
consolidated financial statements from the date on which SAES Getters S.p.A. acquired its control
(on October 10, 2016).

Since there is a put option for the minority shareholder for the remaining shares in the share capital,
the company is 100% consolidated without recognition of minority interests. The financial liability
for the purchase of the remaining shares, which was estimated to be equal to 652 thousand euro,
has been recorded in the non current financial debt of the Group.

The following table shows the historical book value of the assets and liabilities acquired and the
reconciliation with the goodwill arising from the operation.
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(thousands of euro) Figures as at October 10, 2016

Metalwioto S.p.A. Book value
100%
Property, plant and equipment, net 1,012
Intangible assets, net 68
Deferred taxassets 186
Other long termassets 4
Total non current assets 1,270
Inventory 1,494
Trade receivables 1,923
Prepaid expenses, accrued income and other 107
Financial receivables fromrelated parties 1,159
Cash and cash equivalents 1
Total current assets 4,684
Total assets 5,954
Financial debts 899
Staff leaving indemnities and other employee benefits 701
Total non current liabilities 1,600
Trade payables 2,088
Other payables 171
Accrued liabilities 133
Current portion of medium/long term financial debts 417
Other financial debts towards third parties 1,254
Bank overdraft 698
Total current liabilities 4761
Total equity (407)
Total equity and liabilities 5,954
Goodwill arising on acquisition 6,187
Total net assets and goodwill 5,780
Price paid for acquisition of 70% shareholding 5,128
Actual value of purchase obligation of further 30% shareholding 652
Total 5,780

The following table shows the financial consideration, net of cash and cash equivalents acquired
(negative for 697 thousand euro).

(thousands of euro)

Price paid for acquisition of 70% shareholding 5,128
Cash and cash equivalents net acquired (697)
Price paid net of cash and cash equivalents net acquired 5,825

The process of determining the current values of the assets and liabilities acquired is still in
progress. The difference between the price paid and the net value of the assets acquired on the basis
of the historical values as of the date of the acquisition has been provisionally allocated to the item
goodwill and, in accordance with IFRS 3 revised, the definitive treatment of this difference will be
finalized within twelve months from the operation.

In accordance with IFRS 3 revised, the supplementary expenses related to the acquisition were
charged in 2016, the year in which they incurred.

Please note that the assets and liabilities associated with Metalvuoto S.p.A., fully consolidated in

the Group’s financial statements as at December 31, 2016 on a line-by-line basis, consist of the
carrying values disclosed in the subsidiary's financial statements, converted according to
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international accounting standards, as of the date of the acquisition, including the changes occurred
between the date of the acquisition and December 31, 2016.

4. NET SALES

In 2016 consolidated net sales were equal to 189,031 thousand euro, up by 13.3% compared to
166,914 thousand euro in 2015. Excluding the positive exchange rate effect (slightly positive and
equal to 0.4%) and the change in the scope of consolidation (+1.8%, following the acquisition of
Metalvuoto S.p.A., finalized on October 10, 2016) the organic growth was equal to +11.1%,
mainly driven by the shape memory alloys (SMAs) business both for medical and industrial
applications, by the gas purification segment and by the recovery of the security and defense
market (Sensors and Detectors Business and Electronic & Photonic Devices Business).

The following table shows a breakdown of revenues by Business.

(thousands of euro)

Exchange rate Organic Perimeter
Business 2016 2015 Difference Difference effect change difference
% % % effect %

Electronic & Photonic Devices 14,733 13,455 1,278 9.5% 0.8% 8.7% 0.0%
Sensors & Detectors 15,008] 11,155 3,853 34.5% -0.8% 35.3% 0.0%
Light Sources 7,791 9,234 (1,443) -15.6% 0.9% -16.5% 0.0%
Vacuum Systems 8,737 8,593 144 1.7% 0.9% 0.8% 0.0%
Thermal Insulation 5,190 6,382 (1,192) -18.7% 2.1% -20.8% 0.0%
Pure Gas Handling 61,617 53,192 8,425 15.8% 0.2% 15.6% 0.0%
Industrial Applications 113,076 102,011 11,065 10.8% 0.4% 10.4% 0.0%
SMA Medical Applications 62,651 55,956 6,695 12.0% 0.2% 11.8% 0.0%
SMA Industrial Applications 8,952 7,724 1,228 15.9% 0.1% 15.8% 0.0%
Shape Memory Alloys 71,603 63,680 7,923 12.4% 0.2% 12.2% 0.0%
Business Dewelopment 4,352 1,223 3,129 255.8% 0.0% -1.2% 257.0%
Total net sales 189,031 166,914 22,117 13.3% 0.4% 11.1% 1.8%

Please refer to the Report on operations for further details and comments.

5. COST OF SALES

The cost of sales amounted to 103,911 thousand euro in 2016, compared to 94,830 thousand euro
in the previous year.

A breakdown of the cost of sales by category is provided below, compared with the figure of the
previous year.

(thousands of euro) of which:
Cost of sales 2016 2015 Difference P_erlmeter
difference
Raw materials 43,915 40,791 3,124 2,138
Direct labour 21,815 19,146 2,669 186
Manufacturing overhead 40,281 37,242 3,039 538
Increase (decrease) in work in progress and finished goods (2,100) (2,349) 249 (28)
Total cost of sales 103,911 94,830 9,081 2,834

Excluding the effect of Metalvuoto S.p.A. consolidation (+2,834 thousand euro ) and the exchange
rate effect (+194 thousand euro), the percentage change in the cost of sales (+9.4%) is in line with

the organic sales’ growth (+11.1%).
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In particular, the organic percentage change in the cost of raw materials (+8.5% also including the
change in inventories of semi-finished and finished products) is aligned to that of the
manufacturing overhead (+8%); instead the direct labour costs increased more than proportionally
compared to revenues (organic change equal to +13.8%), following the shift in the sales mix
towards more technologically sophisticated products, characterized by a higher absorption of
qualified direct labour.

6. OPERATING EXPENSES

Operating expenses were equal to 58,228 thousand euro in 2016, compared to 50,747 thousand
euro in the previous year.

A breakdown by function of operating expenses, compared with the previous year, is given below.

(thousands of euro) of which:
Operating expenses 2016 2015 Difference Perimeter
difference
Research & development expenses 14,799 13,815 984 36
Selling expenses 15,612 13,214 2,398 323
General & administrative expenses 27,817 23,718 4,099 176
Total operating expenses 58,228 50,747 7,481 535

Excluding the change in the scope of consolidation following the acquisition of Metalvuoto S.p.A.,
the increase mainly regarded the general and administrative expenses (+3,923 thousand euro); in
particular, please note the increased consultant fees for corporate extraordinary projects developed
during the year, higher costs for fixed compensation to employed personnel and for the variable
remuneration of the Executive Directors, in addition to the extraordinary personnel costs equal to
1,258 thousand euro related to the announced liquidation of Memry GmbH.

Always excluding the effect of the consolidation of Metalvuoto S.p.A., starting from the fourth
quarter of 2016, the increase in selling expenses (+2,075 thousand euro) is mainly related to agent
commissions and transport costs, namely variable costs, an increase in which is strictly related to
the increased sales volumes.

The slight increase in R&D expenses (+948 thousand euro, excluding the research costs of
Metalvuoto S.p.A.) is attributable to the increase in the average number of personnel employed in
research activities, particularly in the gas purification sector.

The exchange rats effect on operating expenses has been substantially null (+68 thousand euro).

A breakdown by nature of the total expenses included in the cost of sales and operating expenses,
compared with the previous year, is given below.
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(thousands of euro) of which:
Total costs by nature 2016 2015 Difference Perimeter
difference

Raw materials 43,915 40,791 3,124 2,138
Personnel cost 70,877 62,262 8,615 477
Corporate bodies 4,057 3,218 839 0
Travel expenses 1,828 1,676 152 4
Maintenance and repairs 3,120 2,886 234 58
Various materials 8,733 8,175 558 3
Transports 2,193 1,368 325 118
Commissions 1,559 1,040 519 0
Licenses and patents 1,178 1,366 (188) 3
Consultant fees and legal expenses 5,902 4,585 1,317 70
Audit fees (*) 508 470 38 30| (**)
Rent and operating leases 2,431 2,127 304 66
Insurances 1,185 1,108 77 7
Promotion and advertising 479 427 52 34
Utilities 3,110 2,957 153 117
Telephones and faxes 420 412 8 3
General services (canteen, cleaning, vigilance, etc.) 1,401 1,314 87 9
Training 186 178 8 1
Depreciation 7,170, 7,147 23 134
Amortization 1,355 1,364 9 15
Write-down of non current assets 138 311 173) 0
Provision (release) for bad debts 650) 54 596 48
Other 1,844 2,190 (346) 62
Total costs by nature 164,239 147,926 16,313 3,397
Increase (decrease) in work in progress and finished goods (2,100) (2,349) 249 (28)
Total cost of sales and operating expenses 162,139 145,577 16,562 3,369

(*) Of which 83 thousand euro as out of pocket expenses incurred in 2016 and -2 thousand euro as balance on out of pocket
expenses related to the previous year (in 2015, the out of pocket expenses were 86 thousand euro and the recovery of out of
pocket expenses related to the previuos year was -16 thousand euro).

(**) Of which 8 thousand euro related to the revision on the opening balance sheet of Metalvuoto S.p.A. and 2 thousand euro for
expenses incurred in the fourth quarter of 2016 related to Metalvuoto S.p.A

The items “Raw materials”, “Various materials”, “Transports” and “Commissions”, which are
strictly connected to the production cycle, increased for the increase in sales, mainly in the gas
purification sector.

The increase in “Personnel cost” was due, in addition to the change in the scope of consolidation,
to the growth in the average number of the Group’s employees, to salary increases linked to
meritocratic policies and to higher accruals for the variable compensation of the employees,
estimated to be growing in line with the trend of the economic results. Finally, please note that this
item included the extraordinary costs for severance and for the strategic employees’ retention plan
of Memry GmbH (1,258 thousand euro), related to the decision to transfer the production activities
of the latter in the US and to liquidate the German subsidiary by the end of next year.

The item “Corporate bodies” included the remuneration of the members of the Board of Directors,
both executive and non-executive, and of the Board of Statutory Auditors of the Parent Company.
Please note that, starting from the end of April 2015, this remuneration was calculated according to
the new standards defined with the three-year renewal of the corporate bodies. The increase
compared to the previous year is mainly due to the higher accruals for the variable component of
the remuneration of the Executive Directors.

For the details on the 2016 remunerations and the comparison with the previous year, please refer
to the Note no. 39 and to the Report on the remuneration.

The increase of the item “Consultant fees and legal expenses” is related to the corporate
extraordinary projects developed during the year 2016.
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The change of the item “Write-down of non current assets” was mainly related to the fact in 2015 it
was included the devaluation of the know-how related to a specific getter for lamps, that was
suffering a growing competitive pressure.

The increase in “Provision for bad debts” is mainly due to the impairment of some trade
receivables of the subsidiary SAES Pure Gas, Inc. following the application of contractual penalties
for delays in the delivery of purifiers to customers.

The decrease in the item “Other” is mainly related to the internalization of some manufacturing
phases in the industrial SMA productions and the consequent lower recourse to external
productions.

7. OTHER INCOME (EXPENSES)

This item recorded a net loss of -736 thousand euro as at December 31, 2016, compared with -838
thousand euro in the previous year. The change compared to 2015 is primarily due to the
consolidation of the newly acquired company Metalvuoto S.p.A. (+88 thousand euro).

The breakdown is provided below.

(thousands of euro) of which:
Perimeter
2016 2015 Difference difference
Other income 535 370 165 97
Other expenses (1,271) (1,208) (63) (9)
Total other income (expenses) (736) (838) 102 88

The item "Other income™ includes all those revenues that do not fall within the ordinary operations
of the Group, such as, for example, the proceeds from the sale of scrap materials, and, net of the
change in the scope of consolidation, it is in line with the previous year.

The item "Other expenses” is mainly composed by the property taxes and other taxes, other than
income taxes, paid by the Italian Group’s companies.

In both years, this item includes a cost for the definition of the environmental dispute regarding the
purification of the Onondaga Lake?® (689 thousand euro accounted for at the end of 2015 and 440
thousand euro recorded in the income statement of the first half of 2016); the 2016 figure includes
also the cost related to the purchase, from Polyera Corporation, of a license on 50% of the OLET
technology jointly developed by the Group with Polyera itself (242 thousand euro).

8. FINANCIAL INCOME (EXPENSES)

The following table shows the financial income breakdown in 2016, compared to the previous year.

23 please refer to the Note no. 29 for further details about the definition of the environmental dispute.
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(thousands of euro) of which:

o 2016 2015 Difference Perimeter
Financial income difference
Bank interest income 63 101 (38) 0
Other financial income 214 192 22 0
Realized gains on derivative financial instruments 0 0 0 0
Gains from derivative financial instruments 1 0 1 1
evaluation at fair value
Total financial income 278 293 (15) 1

The reduction of the item “Bank interest income” was due to the lower cash and cash equivalents
of the Asian subsidiaries as a result of the partial repayment of the share capital of these companies
of the Group, completed at the end of 2015.

The increase of the item “Other financial income” was due to the interest income matured on the
additional interest-bearing loans granted by the subsidiary SAES Nitinol S.r.l. to the joint venture
Actuator Solutions GmbH during 2016 (for further details please refer to the Note no. 19).

The following table shows the breakdown of the financial expenses in 2016, compared to the
previous year.

(thousands of euro) of which:
o 2016 2015 Difference Perimeter
Financial expenses difference
Bank interests and other bank expenses 1,403 1,618 (215) 17
Other financial expenses 49 181 (132) 32
Realized losses on derivative financial instruments 17 0 17 0
Losses _from derlvatlve financial instruments 29 2 7 0
evaluation at fair value
Total financial expenses 1,498 1,821 (323) 49

The item “Bank interests and other bank expenses” includes the interest expenses on loans, both
short and long term ones, held by the Parent Company, by the newly acquired company Metalvuoto
S.p.A. and by the US subsidiary Memry Corporation, as well as the bank fees related to the credit
lines held by SAES Getters S.p.A.

Compared to 2015, the decrease in this item was related both to the decrease in the average net
financial indebtedness in 2016 compared to the previous year, and to the reduction of the interest
rates. In particular, the lower costs on loans in the form of “hot money” and on the use of bank
credit lines were only partially offset by the increase in interests related to medium-long-term bank
loans.

The item “Other financial expenses” was mainly composed by the effect of the adjustment of the
time horizon used in the calculation of the present value of the financial debt deriving from the
acquisition of the “hydrogen purifiers” business from Power & Energy, Inc. in the income
statement (for further details please refer to the Note no. 27).

The items “Gain and losses from IRS evaluation at fair value” are the effect on the income
statement of the fair value measurement of the hedge contracts, included the implied ones, on long-
term variable rate loans held by the Parent Company and by Metalvuoto S.p.A. The item “Realized
losses on IRS” includes the interest differences actually paid to the bank in respect of these
contracts during the fiscal year 2016.

96



9. SHARE OF RESULT OF INVESTMENTS ACCOUNTED FOR USING THE EQUITY
METHOD

This item includes the Group’s share in the result of the joint ventures Actuator Solutions GmbH?**
and SAES RIAL Vacuum S.r.1.%°, both evaluated with the equity method.

Please note that as at December 31, 2016 the joint venture Flexterra, Inc. was not yet operative and
therefore it did not contribute to the result of the SAES Group.

(thousands of euro)

2016 2015 Difference
Actuator Solutions (3,188) (1,843) (1,345)
SAES RIAL VacuumS.r.l. (137) 0 (137)
Flexterra, Inc. 0 n.a. n.a.
Total income (loss) from equity method
evaluated companies (3,325) (1,843) (1,482)

In 2016, the loss deriving from the evaluation with the equity method amounted to -3,325 thousand
euro (compared to -1,843 thousand euro in the previous year) and it was mainly attributable to the
joint venture Actuator Solutions.

For further details on the performance of the two joint ventures please refer to the Report