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DIRECTORS’ REPORT
ON THE FIRST ITEM ON THE AGENDA FOR THE EXTRAORDINARY PART OF THE MEETING OF
SHAREHOLDERS OF DE’ L ONGHI SP.A CONVENED IN ORDINARY AND EXTRAORDINARY SESSIONS FOR
14 APRIL 2016,IN A SINGLE CALL

SHAREHOLDERS' MEETING OF 14 APRIL 2016

(Report drafted pursuant to Art. 125-ter of the Thid Art. 72 of the Issuers’ Regulation and
in compliance with Scheme 2 of Annex 3A)



Item 1 on the agenda for the extraordinary paBhare capital increase by payment, in
one or more tranches, with the exclusion of pre-emop rights pursuant to Article
2441, paragraphs 4, second subparagraph, 6 and 8hef Italian Civil Code, Article
158 of Legislative Decree No. 58 of 24 February 89&nd subsequent amendments
and additions, and Article 5-bis, paragraph 3 of ghArticles of Association, by
issuing, in one or more issues, a maximum of 2,00 ordinary shares with a par
value of 1.50 euros each and for a maximum nomirahount of 3,000,000 euros,
reserved for the beneficiaries of the “2016-20220& Option Plan.” Subsequent
introduction of the new Article 5-quater in the Adles of Association. Resolutions
thereon.

Dear Shareholders,

This report should be read together with the sépaggports on the items on the agenda
of the Shareholders’ Meeting, prepared in accorelamith the applicable articles of
Legislative Decree No. 58 of 24th February 1998,sabsequently amended (the
“TUF”) and of the related implementing regulation conagy the issuers’ regulation,
adopted by CONSOB with Resolution No. 11971 of 1M¥dyy 1999, as subsequently
amended, (thelSsuers’ Regulatiorf). This report has been prepared pursuant to Art.
1254er of the TUF and Art. 72 of the Issuers’ Regulatemd it has been drafted in
compliance with Scheme 2 of Annex 3A to the sangeledion, in order to illustrate the
reasons for and the contents of the following psapo

In the meeting held on 19 February 2016, the CoryipaBoard of Directors (the
“Board of Directors”) decided to call you the SHeolkelers, in an extraordinary session,
to submit for your approval the proposed resolutegarding the share capital increase
by payment, in one or more tranches, with the estcluof pre-emption rights pursuant
to Article 2441, paragraphs 4, second subparag@aimd 8 of the Italian Civil Code,
Article 158 of the TUF and Article bis, paragraph 3 of the Articles of Association of
De’ Longhi S.p.A. (the Articles of Associatior?), for a maximum nominal amount of
3,000,000 euros, by issuing, in one or more issagaaximum of 2,000,000 ordinary
shares with a par value of 1.50 euros each, regl@dend rights, reserved for the
beneficiaries of the2016-2022 Stock Option Plafthe “Capital Increase’).

1. Reasons for and purpose of the Capital Increase

The resolution submitted for the approval of théraordinary Shareholders’ Meeting
serves the implementation of a stock option pldiedahe “2016-2022 Stock Option
Plan’ (the “Stock Option Plan’) reserved to the Chief Executive Officer of Dedrighi
S.p.A. (the Company’ or “De’ Longhi”) and to a small number of executives and key
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resources (theTop Management) of the Company and the companies it controls
directly or indirectly pursuant to Art. 2359 of tiavil Code (the Subsidiaries’ and,
together with the Company, th®é’ Longhi Group”), which will be identified from
among those who hold positions that are more dyreesponsible for the company
results or that are of strategic interest (tBrieficiaries’), in compliance with the
“Rules for the 2016-2022 Stock Option Plé&he “Rules’) approved by the Board of
Directors upon the proposal of the Company’'s Rematimmn and Appointments
Committee (the Remuneration and Appointments Committe&), having heard the
opinion of the Board of Statutory Auditors and sutited for the approval of the
Shareholders’ Meeting convened, also in ordinargsisa, for 14 April 2016 (the
“Ordinary Shareholders’ Meeting”).

The proposed resolution concerning approval ofdapital Increase is therefore subject
to the approval of the proposal relating to theckt@ption Plan and its Rules by the
Ordinary Shareholders’ Meeting, illustrated in gpeecial report drafted by the Board of
Directors pursuant to Art. 11dis and 125ter of the TUF, containing the information
document drafted pursuant to Art. B& of the Issuers’ Regulation in compliance with
Scheme 7 of Annex 3A of the same regulation (finéofmation Document”), which

will be filed and made available to the publicla Company's registered office and on
its websitewww.delonghigroup.com(“Investor Relatioris— “Governancé— “Annual
Shareholders’ Meeting” —“2016”), and on the authorised storage mechanism
accessible on the websitevw.1info.it, by 5 March 2016.

Considering market practices with regard to inc&#j the positioning of the

remuneration package and the current strategiatsty the reasons that led to the
Board of Directors to propose the adoption of theck Option Plan lie in the need to
offer Beneficiaries a variable remuneration sysvemch:

(i) links their remuneration to the creation of valaethe Company’s shareholders;
(i) promotes the continued market competitiveness aeBaaries’ remuneration;
(i) strengthens their loyalty by incentivising theirmp@nence in the Group.

Since the Stock Option Plan envisages the allagatib a maximum of 2,000,000
options to the Beneficiaries, granting each holdber right to subscribe newly issued
ordinary De’ Longhi shares (th&Shares) with a nominal value of 1.50 euros each to
the amount of one share per option (tptions”), it requires the approval of a special
share capital increase by payment, in one or nrarehes, with the exclusion of pre-
emption rights pursuant to Article 2441, paragragphsecond subparagraph, 6 and 8 of
the Italian Civil Code, Article 158 of the TUF amidticle 5-bis, paragraph 3 of the
Articles of Association for the Stock Option Plan.

The Capital Increase envisages that the issue micéhe shares, including any
premium, when exercising the option rights assigiwethe Beneficiaries of the Stock
Option Plan is equal to the arithmetical averagehefofficial prices recorded for the
De’ Longhi shares on the Mercato Telematico Aziamarganised and managed by



Borsa Italiana S.p.A. (theMTA”) in the 60 (sixty) calendar days before the datehe
approval of the Stock Option Plan and its RulesheyOrdinary Shareholders’ Meeting.

The Capital Increase envisages the exclusion ofepmgtion rights pursuant to Art.
2441, paragraphs 4, second subparagraph, 6 anth& talian Civil Code, Art. 158 of
the TUF and Art. Sis, paragraph 3 of the Articles of Association, sitlce newly
issued Shares are intended exclusively for the BB@aees of the Stock Option Plan
and this issue excluding pre-emption rights isng ease less than the limit of 10% of
De’ Longhi’s share capital.

For more details describing the Stock Option Pladh the reasons behind its adoption,
please refer to theDirectors’ report on the fifth item on the agenda the ordinary
part of the Meeting of Shareholders of De’ Longtp.&. convened in ordinary and
extraordinary sessions for 14 April 2016, in a d$engall’ prepared pursuant to Art.
114bis and Art. 125ter of the TUF and to the Rules and the Informatiorcioent
attached to it.

2. The Board of Directors’ consideration regarding therrespondence of issue price
for the new shares with the market value

In the meeting held on 19 February 2016, the ColyipdBoard of Directors decided to

propose to the Shareholders’ Meeting, upon the qualpof the Remuneration and
Appointments Committee, the criteria for determinthe issue price described below
in order to arrive at an exercise price for the i@y that corresponds to the market
value of the Shares, that is identical for all Beneficiaries of the Stock Option Plan.

The price of the shares to be issued under thet&ldpcrease - upon exercising the
option rights assigned to the Beneficiaries of$ieck Option Plan - will be determined
by the Board of Directors, equal to the arithmétiaaerage of the official prices

recorded for the Company’s shares on the MTA in@0gsixty) calendar days before
the date of the Shareholders’ Meeting of the Compahich will approve the Stock

Option Plan and its Rules.

The criteria proposed by the Board of Directorsd(described above) allows a period
of time near to the moment the issue price is detexd - though long enough to
cleanse the price of the stock market volatilityickhhas recently affected the financial
markets - to be taken as reference and therefdter beflect the value that the market
attributes to the Company’s shares.

On this point, the Board of Directors has askedndependent auditors Reconta Ernest
& Young S.p.A. to issue a report containing thenagn required by law, which will be
filed and made available to the public at the Camyfsaregistered office and published
on its websitewww.delonghigroup.confsection fnvestor Relatioris— “Governancé
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— “Annual Shareholders’ Meeting” —“2016”), and on the authorised storage
mechanism accessible on the websitew.linfo.it at least 21 days before the date of
the Shareholders’ Meeting (therefore, by 24 Mar@hg).

3. Changes to the Articles of Association

The operation concerning the Capital Increase destrabove will entail the addition
of a new article - Art. 5-quater’ under Chapter Il of the Articles of Associatiofhe
text of this new article is given in the right haside of the table below.

Current Text

Proposed Text

Chapter Il - COMPANY SHARE
CAPITAL - SHARES

Newly introduced article

Chapter Il - COMPANY SHARE
CAPITAL - SHARES

Art. 5-quater
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Current Text Proposed Text

Company’s Chief Executive Officer
identify by name the individual
beneficiaries belonging to the Top
Management and to determine the quantity
of subscription rights to assign to egch
one; (ii) with the support of th
Remuneration and Appointments
Committee and having heard the Board of
Statutory Auditors, determine the quantity
of subscription rights to assign to the
Company’s Chief Executive Officer; and
(iv) issue the new shares and amend|the
Articles of Association with the amount pf
share capital resulting from the
subscription operations.”

D

The proposed amendment to the Articles of Assamatioes not assign the withdrawal
right pursuant to Art. 2437 of the Civil Code toosle shareholders who did not
participate in these deliberations.

4. Proposed resolution

Dear Shareholders,

For the reasons given above, the Board of Direcpyoposes that you adopt the
following resolution:

“The Extraordinary Meeting of the Shareholders ok’DLonghi S.p.A., validly
constituted and entitled to pass resolutions uredéraordinary session:

- based on the Report by the Board of Directorsftéd pursuant to Art. 125-ter of
Legislative Decree No. 58 of 24 February 1998, @étssequently amended, and Art. 72
of Consob Resolution No. 11971 of 14 May 1999ubsexjuently amended;

- in view of the report issued by the independeuitars Reconta Ernst & Young S.p.A.
containing the opinion given pursuant to Art. 24gara. 4, subparagraph 2 of the Civil
Code and Art. 158, para. 1, of Legislative Decrem H8 of 24 February 1998, as
subsequently amended,;



- acknowledging that the share capital currenthbstribed of 224,250,000 euros is
fully paid up, as confirmed by the Statutory Audito

RESOLVES

1. to increase the share capital by payment, in onenore tranches, for a maximum
nominal amount 3,000,000 euros (three million ewzeso cents), with the issue of a
maximum of 2,000,000 (two million) ordinary shaxeish a par value of 1.50 euros
(one euro fifty cents) each, with the same chareties as the ordinary shares in
circulation at the date of issue, with the exclasmf pre-emption rights pursuant to
Article 2441, paragraphs 4, second subparagraptan@ 8 of the Italian Civil Code,
Article 158 of Legislative Decree No. 58 of 24 keby 1998 and subsequent
amendments and additions, and Article 5-bis, pampbr 3 of the Articles of
Association. The capital increase is for the “202@22 Stock Option Plan” reserved
for the Company’s Chief Executive Officer and fog Top Management (as defined in
the “Rules for the 2016-2022 Stock Option Plan”).

The Board of Directors has the power to assign thkted subscription rights
according to criteria and in the manner providedtie “Rules for the 2016-2022 Stock
Option Plan”.

The capital increase can be subscribed based onritjlgs as assigned by 31st
December 2022 (twenty twenty-two) and, if not falifpscribed by that date, will be
determined as the lower amount resulting from tttea subscriptions.

The issue price of the shares, including any premivhen exercising the option rights
assigned to the Beneficiaries of the Plan, willdetermined by the Company’s Board of
Directors at the price per share equal to their ketr value, corresponding to the
arithmetical average of the official prices recoddéor the Company’s shares on the
Mercato Telematico Azionario organised and managgdorsa Italiana S.p.A. in the
sixty calendar days before the date the “2016-2@2@ck Option Plan” and its Rules
were approved by the Meeting of the Company’s Slwddlers. The shares will have
regular dividend rights and, therefore, the righiedated to them will belong to each
beneficiary from the moment in which the beneficla@comes the owner of the shares.

In any case, the assigned options can be exertigabe beneficiaries within the times
and in the manner and under the conditions envidagehe “Rules for the 2016-2022
Stock Option Plan”.

The Board of Directors is granted the power to iempént this resolution, including the
power to: (i) determine when to assign the subsiomprights, taking into account the
period in which these can be exercised; (ii) upoa proposal of the Company’s Chief
Executive Officer, identify by name the individbaheficiaries belonging to the Top
Management and to determine the quantity of supson rights to assign to each one;
(i) with the support of the Remuneration and Appoents Committee and having
heard the Board of Statutory Auditors, determine gmantity of subscription rights to



assign to the Company’s Chief Executive Officerd &n) issue the new shares and
amend the Articles of Association with the amoudrghare capital resulting from the
subscription operations.”

2. As a result of the resolution in point 1 aboteejntroduce a new article “Art. 5-
guater” in Chapter Il of the Article of Associatiopworded as follows:

“Art. 5-quater- On 14 April 2016 the Shareholders’ Meeting reedl to increase the
share capital by payment, in one or more tranclies,a maximum nominal amount
3,000,000 euros (three million euros zero centsjh ihe issue of a maximum of
2,000,000 (two million) ordinary shares with a paalue of 1.50 euros (one euro fifty
cents) each, with the same characteristics as theary shares in circulation at the
date of issue, with the exclusion of pre-emptioghts pursuant to Article 2441,
paragraphs 4, second subparagraph, 6 and 8 of thkah Civil Code, Article 158 of
Legislative Decree No. 58 of 24 February 1998 amthsequent amendments and
additions, and Article 5-bis, paragraph 3 of thetiéles of AssociationThe capital
increase is for the “2016-2022 Stock Option Plam@served for the Company’s Chief
Executive Officer and for the Top Management (dmeéeé in the “Rules for the 2016-
2022 Stock Option Plan”).

The Board of Directors has the power to assign thkted subscription rights
according to criteria and in the manner providedtie “Rules for the 2016-2022 Stock
Option Plan”.

The capital increase can be subscribed based onritjlgs as assigned by 31st
December 2022 (twenty twenty-two) and, if not fellfpscribed by that date, will be
determined as the lower amount resulting from tttea subscriptions.

The issue price of the shares, including any premivhen exercising the option rights
assigned to the Beneficiaries of the Plan, wildetermined by the Company’s Board of
Directors at the price per share equal to their ketr value, corresponding to the
arithmetical average of the official prices recoddéor the Company’s shares on the
Mercato Telematico Azionario organised and managgdorsa Italiana S.p.A. in the
sixty calendar days before the date the “2016-2@2@ck Option Plan” and its Rules
were approved by the Meeting of the Company’s Siwddlers. The shares will have
regular dividend rights and, therefore, the rightedated to them will belong to each
beneficiary from the moment in which the beneficla@comes the owner of the shares.

In any case, the assigned options can be exertigede beneficiaries within the times
and in the manner and under the conditions envidagehe “Rules for the 2016-2022
Stock Option Plan”.

The Board of Directors is granted the power to iempént this resolution, including the
power to: (i) determine when to assign the subsiomprights, taking into account the
period in which these can be exercised; (ii) upoa proposal of the Company’s Chief
Executive Officer, identify by name the individbaheficiaries belonging to the Top
Management and to determine the quantity of supton rights to assign to each one;



(i) with the support of the Remuneration and Appoents Committee and having
heard the Board of Statutory Auditors, determine gmantity of subscription rights to
assign to the Company’s Chief Executive Officer &n) issue the new shares and
amend the Articles of Association with the amoudrghare capital resulting from the
subscription operations.”

*kkkk

This Report will be filed and made available to phélic at the Company's registered
office and published on its websitewww.delonghigroup.com(section ‘fnvestor
Relation$ — “Governancé— “Annual Shareholders’ Meeting” —“2016%, and on the
authorised storage mechanism called 1INFO accessibthe website/ww.linfo.it at
least 21 days before the date of the Shareholdé¢egting (therefore, by 24 March
2016).

*kkkk

Treviso, 19 February 2016

For the Board of Directors
The Chairman
Giuseppe de’ Longhi
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