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DIRECTORS’ REPORT

Separate and consolidated financial statements al ecember 2012

Dear Shareholders,

the separate and consolidated financial statesvanat and for the year ended 31
December 2012, submitted for your approval, shaegpectively, a profit of Euro 21,062
thousand and a profit attributable to the ownerthefparent of Euro 18,663 thousand.
In 2012, the Cairo Communication Group continuedperate as a publisher of magazines and
books (Cairo Editore/Editoriale Giorgio MondadomdaCairo Publishing), as a multimedia
advertising broker (Cairo Pubblicitd) for the safeadvertising space on TV, in print media, on
the Internet and in stadiums, and as operatortefiet sites (Il Trovatore).
Starting from the second half of 2011, the genemnomic and financial climate has been
marked by uncertainty in the short to medium teltmeffects were still felt in 2012. More in
detail, the second part of the year withessed idegion in the economic context in general and
specifically in the Group’s relevant markets - psitiing and advertising. This resulted in greater
complexity in the competitive picture. To date,rtheemains uncertainty over the period required
for a return to normal market conditions.
According to AC Nielsen figures, in 2012 advertgiinvestments in Italy amounted to
approximately Euro 7.4 billion, down 14.3% vershe fprevious year. Nielsen's analysis by
media shows that in 2012:
= the magazine advertising market dropped by 18.4eguge2011, when it had slid by 3.7%
versus 2010; specifically, in 4Q12 it lost 23.9%sues 4Q11,
= the TV advertising market fell by 15.3% versus 204ten it had decreased by 3.1% versus
2010, marked by a highly negative trend in the sddmalf of the year, particularly in the last
quarter (-22.1%AC Nielsei.
Uncertainty in the short to medium-term economitdkcape was one of the factors that slowed

the pace of magazine sales in the publishing segmen



Despite this backdrop, in 2012 the Cairo CommuigoaGroup:

- returned, with the launch of “Settimanale Nuovcdr{lary) and the women’s weekly
“F” (June), to the strategy of development, throdigh planning and launch of new
publications, which had marked its strong growthtHa 2003-2006 four-year period,
creating two successful titles that have receivedian response from the public and
achieved remarkable sales figures,

- continued to support the high quality and circalatilevels of its portfolio of
publications also by increasing investments in camigation,

- managed to limit the drop in advertising revenue,particular TV advertising
revenue, versus the general market trend, and

- achieved revenue basically in line with 2011 anghhyi positive results despite the
considerable costs incurred for the two new ti(Esro 4.4 million).

“Settimanale Nuovo” led by Riccardo Signoretti, didal on newsstands on 19 January 2012 and
the first 50 issues (with the first 2 issues atianth price of 50 cents) reported average sales of
approximately 281 thousand copies.

“F”, led by Marisa Deimichei, landed on newsstands$s June 2012, and the first 30 issues (with
the first 2 issues at a launch price of 50 centpprted average sales of approximately 180
thousand copies.

The overall costs for both launches - supportedwadvertising campaign also at newsstands -
and for the study phase of the women's weekly, ateauto approximately Euro 4.4 million.
Overall, starting from autumn 2011, about 32 joliste and other figures were hired by the
staffs of “Settimanale Nuovo” and “F".

In 2012, advertising sales on La7 and La7d, apprateély Euro 173.9 million, were basically in
line (-1.8%) with 2011, when they amounted to ELY@.1 million. In 2012, the average all-day
share of La7 was 3.45% (3.82% in 2011), while Ladde to 0.41% (0.29% in 2011).
Specifically, advertising sales on La7 (Euro 16in8lion) dropped by 3.4% versus 2011,
outstripping the general TV advertising market ppraximately 12 percentage points (-15.3%),
confirming the highly positive results achievedtlire past four years. In fact, taking the 2009-
2012 four-year period into consideration, figuré®ws that, against an overall drop of -19%
suffered by the TV advertising market, advertissades on La7 increased by approximately
43.8%, when in the same period, the channel's geeshare moved up from 3.08% in 2008 to
3.45% in 2012 (+12%).



In 2012, the Group achieved consolidated grossatiper profit (EBITDA) of approximately
Euro 31.1 million (-21.4%) and consolidated opematprofit (EBIT) of approximately Euro 28.3

million (-21.2%). Profitattributable to the owners of the parent camepp@&imately Euro 18.7

million and was impacted by the negative effectr(El.5 million) of the measurement of the

investment in the associate Dmail Group S.p.A.giffie equity method.

Looking at each business segment, in 2012:

- for publishing, gross operating prof(EBITDA) and operating profi(EBIT) in 2012

amounted to Euro 15.8 million and Euro 14.4 milli@guro 19.6 million and Euro
18.2 million respectively in the same period lasany, as a result of the costs incurred
for supporting the launch of the two weeklies (Edrd million) and of increased
investments in communication and promotion to supfiee publications versus the
same period last year (Euro 0.6 million);

- for advertising, gross operating profi{EBITDA) and operating profit(EBIT)

amounted to Euro 15.3 million and Euro 13.9 milli@guro 19.9 million and Euro

17.7 million respectively in the same period lasary.

After year-end 2012, Cairo Communication S.p.A.nej an agreement with Telecom ltalia
Media for the acquisition of the entire share apif La7 S.r.l., excluding the investment held
by La7 S.r.l. in MTV ltalia S.r.I. The completiorf the transaction is currently subject to the
authorizations pursuant to the current legislation.

The deal will allow Cairo Communication to entee thV publishing field, with the upstream

integration of its brokerage business for the séladvertising space, and will also enable it to

diversify its publishing activities which are cuntly focused on magazines.

PERFORMANCE

Cairo Communication Group — Consolidated figures

The mainconsolidated income statement figureef 2012 can be compared as follows with
those of 2011:



(€ thousands) 2012 2011

Gross operating revenue 309,150 316,635
Advertising agency discounts (33,212) (35,086)
Net operating revenue 275,938 281,549
Change in inventories (38) (124)
Other revenue and income 4,300 2,567
Total revenue 280,200 283,992
Production cost (224,281) (220,854)
Personnel expense (24,856) (23,630)
Gross operating profit (EBITDA) 31,063 39,508
Amortization, depreciation, provisions and impainhe (2,743) (3,584)
losses

Operating profit (EBIT) 28,320 35,924
Net financial income 1,746 1,327
Income (loss) on investments (1,461) (765)
Pre-tax profit 28,605 36,486
Income tax (9,940) (13,027)
Non-controlling interests 1) (3)
Profit from continuing operations attributable to

the owners of the parent 18,664 23,456
Profit/(loss) from discontinued operations 1) (10)
Profit/(loss) from discontinued operations attritle

to non-controlling interests - -
Profit/(loss) from discontinued operations 1) (10)
attributable to the owners of the parent

Profit attributable to the owners of the parent 18,663 23,446

In 2012, consolidated gross revenue was approxiyn&igro 313.5 million (Euro 319.2 million

in 2011), which comprises operating revenue of E206.2 million and other revenue of Euro

4.3 million, basically in line (-1.8%) with 2011hanks to revenue from the new weeklies

“Settimanale Nuovo” (approximately Euro 13 millicad “F” (approximately Euro 7.4 million).
Consolidated gross operating prdf8BITDA) and consolidated operating profiEBIT) came to

approximately Euro 31.1 million and Euro 28.3 roiflj down 21.4% and 21.2% respectively

versus 2011 (Euro 39.5 million and Euro 35.9 milliespectively), as a result also of costs

incurred for supporting the launch of “SettimanBleovo” and “F” (Euro 4.4 million) and of

increased investments in communication and promaiiosupport the publications versus last

year (Euro 0.6 million).

Profit from current operations attributable to the ownefr¢ghe parent came to approximately

Euro 18.7 million (Euro 23.4 million in 2011).

Income (loss) on investments refers to the negatffects of the measurement of the investment

in the associate Dmail Group S.p.A. using the gquitthod.



The Groupstatement of comprehensive incomean be analyzed as follows:

(€ thousands) 2012 2011

Consolidated statement of comprehensive income

Profit attributable to the owners of the parent 18,663 23,446
Loss on measurement of available-for-sale financial

assets - (8)
Total comprehensive income 18,663 23,438

The Group’s performance can be read better by amgythe 2012 results bgore business

(publishing, advertising and Il Trovatore) vershisge of 2011:

2012 Publishing Advertisi Trova- Unalloca Intra- Total
ng tore ted group
(€ thousands) operatio
ns
Gross operating revenue 109,500 230,875 343 - 568], 309,150
Advertising agency discounts - (33,212) - - - 232)
Net operating revenue 109,500 197,663 343 - (3Bkb6 275,938
Change in inventories (38) - - - - (38)
Other income 3,729 559 12 - - 4,300
Total revenue 113,191 198,222 355 (31,568) 280,200
Production cost (78,412)  (177,115) (322) - 31,568 224(281)
Personnel expense (18,993) (5,829) (34) - - (24,856)
Gross operating profit (EBITDA) 15,786 15,278 Q) - - 31,063
Amortization, depreciation, provisions and (1,355) (1,403) 15 - - (2,743)
impairment losses
Operating profit (EBIT) 14,431 13,875 14 - - 28,320
Net financial income 205 1,542 Q) - - 1,746
Income (loss) on investments - (1,461) (1,461)
Pre-tax profit 14,636 13,956 13 - - 28,605
Income tax (4,749) (5,185) (6) - - (9,940)
Non-controlling interests - - (2) - - Q)
Profit from continuing operations 9,887 8,771 6 - - 18,664
attributable to the owners of the parent
Loss from discontinued operations - - - Q) - Q)
Profit 9,887 8,771 6 Q) - 18,663




2011 Publishing Advertisi Trova- Unalloca Intra- Total
ng tore ted group
(€ thousands) operatio
ns
Gross operating revenue 100,181 246,778 354 - ,678) 316,635
Advertising agency discounts - (35,086) - - (35,086)
Net operating revenue 100,181 211,692 354 - (3®p7 281,549
Change in inventories (124) - - - - (124)
Other income 1,872 695 - - - 2,567
Total revenue 101,929 212,387 354 - (30,678) 283,992
Production cost (65,571) (185,665) (296) - 30,678 (220,854)
Personnel expense (16,746) (6,852) (32) - - (23,630)
Gross operating profit (EBITDA) 19,612 19,870 26 - - 39,508
Amortization, depreciation, provisions and (1,416) (2,170) 2 - (3,584)
impairment losses -
Operating profit (EBIT) 18,196 17,700 28 - - 35,924
Net financial income 177 1,151 1) - - 1,327
Income (loss) on investments - (765) - - - (765)
Pre-tax profit 18,373 18,086 27 - - 36,486
Income tax (6,451) (6,554) (22) - - (13,027)
Non-controlling interests - - 3) - - 3)
Profit from continuing operations 11,922 11,532 2 - - 23,456
attributable to the owners of the parent
Loss from discontinued operations - - - (10) - 10)(
Profit 11,922 11,532 2 (20) - 23,446

Gross operating revenuein 2012, split up by core business (publishingveatising and I

Trovatore), can be analyzed as follows versus itheuats of 2011:

Gross revenue 2012
(€ thousands)
Publishing  Advertising Trovatore  Intra-group Total
eliminations

Magazine over-the-counter sales 75,621 - - - 75,621
Print media advertising 31,000 35,975 (30,750) 36,225
TV advertising - 190,566 - - 190,566
Stadium sighage - 1,996 - - 1,996
Internet advertising - 1,732 28 - 1,760
Subscriptions 3,016 - - - 3,016
Books and catalogues 1,302 - - - 1,302
Other revenue - 606 315 (818) 103
VAT relating to publications (1,439) - - - (1,439)
Total gross operating revenue 109,500 230,875 343 (31,568) 309,150
Other revenue and income 3,729 559 12 - 4,300
Total revenue 113,229 231,434 355 (31,568) 313,450




Gross revenue 2011
(€ thousands)
Publishing  Advertising Trovatore Intra-group Total
eliminations

Magazine over-the-counter sales 66,338 - - - 66,838
Print media advertising 30,074 41,039 - (29,860) 41,253
TV advertising - 201,768 - - 201,768
Stadium sighage - 2,094 - - 2,094
Internet advertising 19 1,275 38 - 1,332
Subscriptions 3,126 - - - 3,126
Books and catalogues 1,377 - - - 1,377
Other revenue - 602 316 (818) 100
VAT relating to publications (1,253) - - - (1,253)
Total gross operating revenue 100,181 246,778 354 (30,678) 316,635
Other revenue and income 1,872 695 - - 2,567
Total revenue 102,053 247,473 354 (30,678) 319,202

The mainconsolidated statement of financial positiorfigures at 31 December 2012 can be

compared with the situation at 31 December 2011:

(€ thousands) 31/12/2012 31/12/2011
Statement of financial position

Property, plant and equipment 2,942 2,724
Intangible assets 9,107 9,282
Financial assets 79 1,540
Deferred tax assets 4,263 4,734
Net current assets (10,906) (3,170)
Total assets 5,485 15,110
Non-current borrowings and provisions 6,365 6,081
(Net financial assets)/Net debt (61,234) (54,701)
Equity attributable to the owners of the parent 360, 63,727
Equity attributable to non-controlling interests 4 3
Total equity and liabilities 5,485 15,110

Mention must be made that:

- at their meeting on 26 April 2012, the shareholdgysroved the distribution of a dividend of
0.30 Euro per share, inclusive of tax, of whichd&0r15 already distributed as an interim
dividend under the resolution adopted by the mgetinthe Board of Directors held on 30
November 2011. The balance of the dividend, amagrb Euro 0.15 per share for a total of
Euro 11.7 million, was distributed with detachmeéate on 7 May 2012 and made payable
on 10 May 2012.

- at its meeting on 13 November 2012, the Board oédors approved the distribution of an

interim dividend for the 2012 financial year of Bub.13 per share (inclusive of tax), for a
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total of Euro 10.1 million, of which Euro 8.9 mdl had been distributed at 31 December

2012.

In 2012, as part of total of n. 450,779 treasungrss, or 0.575% of the share capital, subject to

art. 2357-ter of the Italian Civil Code.

The consolidatediet financial assetsat 31 December 2012, compared with the situatioBila

December 2011, can be summarized as follows:

(€ thousands) 31/12/2012 31/12/2011 Change
Cash and cash equivalents 54,701 6,533
Current financial assets -

Total 61,234 54,701 6,533

To analyze the major financial indicators, the fical position at 31 December 2012 can be

examined using a reclassified statement showingasing liquidity/settlement:

31/12/2012 31/12/2011
(€ thousands)
Non-current assets
Property, plant and equipment and intangible assets 12,049 12,007
Financial assets 79 1,540
Deferred tax assets 4,263 4,734
Total non-current assets 16,391 18,281
Current assets
Inventories 3,857 3,389
Trade receivables (unavailable liquid funds) 90,381 108,086
Other unavailable liquid funds 12,876 8,988
Total current operations assets 107,114 120,463
Available liquid funds 61,234 54,701
Total current assets 168,348 175,164
Invested capital 184,739 193,445
Equity 60,354 63,730
Consolidated liabilities
Post-employment benefits and provisions for riskd eéharges 6,365 6,081
Non-current bank loans - -
Total consolidated liabilities 6,365 6,081
Current liabilities
Current operating liabilities 118,020 123,633
Current bank loans - -
Total current liabilities 118,020 123,633
Financing capital 184,739 193,445
Profit 18,663 23,446
Operating profit (EBIT) 28,320 35,924
Sales 275,938 281,549
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An analysis of the financial position of the Grouging the main financial indicators indicates
that the Cairo Communication Group is suitably tajged to maintain financial equilibrium in

the medium/long term and has a very sound equisytipa as it has significant cash resources,
and generates positive results and can finanaitent operations even within the dynamics of

its current assets.

(€ thousands) Description 31/12/2012 31/12/2011

Solvency indicators

Current assets less current Current assets-current liabilities

liabilities margin 50,328 51,530

Current assets less current Current assets /current liabilities

liabilities ratio 1.43 1.42
(Unavailable liquid funds + available

Treasury margin liquid funds)-current liabilities 46,671 48,141
(Unavailable liquid funds + available

Current ratio liquid funds)/current liabilities and 1.39 1.39

Non-current asset financing

indicators

Own funds less fixed assets margin ~ Own funds — non-current assets 43,963 45,449

Own funds less fixed assets ratio Equity /non-current assets 3.7 3.5

Own funds plus non-current (Own funds+ non-current liabilities) —

liabilities less non-current assets non-current assets

margin 50,328 51,530

Own funds plus non-current (Own funds+ non-current liabilities)/

liabilities less non-current assets non-current assets

ratio 4.1 3.8

Financing structure indicators

Total debt ratio (non-current + current liab.)/Own funds 2.1 2.0

Financing debt ratio Third-party funds/Own funds 0.0 0.0

Current operating assets - current

operating liabilities (10,906) (3,171)

Profitability indicators

ROE Profit /Own funds 30.9% 36.8%

ROE current operations Profit curr. op./Own funds 30.9% 36.8%

Operating profit /

ROI (Inv. op. capital — op. liabilities) 42.4% 51.5%
Operating profit current operations/

ROI current operations (Inv. op. capital — op. liabilities) 42.4% 51.5%

Other indicators

Receivables turnover 100 117

Solvency indicators (liguidity)represent the ability of the company to maintdimrsterm

financial equilibrium, to meet short-term outflowsurrent liabilities) with existing cash

(available liquid funds) and short-term inflows émailable liquid funds). Specifically, available
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and unavailable liquid funds fully cover curremabilities. The statement is used to analyze
overall dynamics and origins of cash movements.

The financing structurand non-current assdtaancing indicators express the strength of guit

and the ability of the company to maintain finaheiguilibrium in the medium/long term, which
depends on:

- the methods of funding medium/long term commitments

- the composition of funding sources.

Specifically, these indicators, overall, disclobattthere are no risks related to stability in the
composition of the assets and liabilities/equity.

Regarding profitability indicators, the ROI (Retuom Invested capital) is an indicator that
expresses the level of efficiency/effectivenessaporate management. Invested capital as the
denominator is restated for an equivalent amouniatilities without explicit maturity since
their cost is substantially included in operatimgfi.

As further non-financial key performance indicatotise Group mainly uses data relating to
distribution that indicate the “success” of eadietiwhere performance may be analyzed as

follows, for weeklies and monthlies:

) Dipiu’
Weeklies Dipiu’ Diva & i v Y% Nuovo  F  TvMia
donna .
Cucina

ADS December 543,389 174,439 384,374 350,990 207,254 116,357 161,264

2012
December 2011 643,466 164,875 439,645 400,000  N/A N/A 168,764
company figure
-15.6% 5.8% -12.6% 12.3% N/A N/A 4.4%
Monthlies For Me_n Natural Bell'ltalia BellEuro- _In_ Airone Gardenia
—_ Magazine Style pa Viaggio

ADS December
2012

December 2011
company figure

73,102 44,468 51,837 22,100 20,653 63,245 63,862

61,078 47,916 41,438 24,876 24,364 67,414 59,374

19.7% -1.2% 25.1% -11.1% -15.2% -6.2% 7.6%

These figures show how circulation managed to bobdind, despite the tough market in 2012.
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Cairo Communication S.p.A. — Parent performance

The main Parerihcome statement figuredor 2012 can be compared as follows versus thbse o

2011:

(€ thousands) 2012 2011

Gross operating revenue 137,099 140,487
Advertising agency discounts - -
Net operating revenue 137,099 140,487
Other revenue and income 133 261
Total revenue 137,232 140,748
Production cost (125,246) (127,125)
Personnel expense (2,750) (2,773)
Gross operating profit (EBITDA) 9,236 10,850
Amortization, depreciation, provisions and impainine

losses (213) (218)
Operating profit (EBIT) 9,023 10,632
Net financial income 1,284 952
Income (loss) on investments 14,241 11,674
Pre-tax profit 24,548 23,258
Income tax (3,486) (3,990)
Profit from continuing operations 21,062 19,268
Profit/(loss) from discontinued operations - (10)
Profit 21,062 19,258

In 2012 Cairo Communication continued to operatetr@n TV advertising sales market (La7,

La7d and theme channels Cartoon Network, Boomeramd),CNN) and on the Internet through

its subsidiary Cairo Pubblicita, which operatesaosub-concession basis, invoicing advertising

spaces directly to its customers and returnindpéosub-grantor Cairo Communication a share of

revenue generated by resources managed on a soéssam basis.

Specifically, in 2012:

- gross operating revenueas approximately Euro 137.2 million (Euro 140.%lion in
2011);

- gross operating profitEBITDA) of the parent was approximately Euro @n#llion (Euro
10.8 million in 2011);

- operating profi{ EBIT) was approximately Euro 9 million (Euro 10r@llion in 2011);

- profit was approximately Euro 21.1 million (Euro 19.3lmoi in 2011).

“Income on investment”, amounting to Euro 14.5 mill mainly includes:
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- dividends received from the subsidiaries Cairo Maitéd, amounting to Euro 4.7 million
(Euro 2.3 million in 2011) and from Cairo Editoeanounting to Euro 11 million (Euro 10.2
million in 2011);

- the impairment loss from the measurement of thedgtmient in the associate Dmail Group
S.p.A. (Euro 1.1 million).

The Parent’statement of comprehensive incomean be analyzed as follows:

(€ thousands) 31/12/2012 31/12/2011

Statement of comprehensive income of the Parent

Profit 21,062 19,258
Loss on measurement of available-for-sale finarasabts - (8)
Total statement of comprehensive income 21,062 19,250

The main statement of financial position figuresof Cairo Communication S.p.A. at 31

December 2012 can be compared with the situati@d &iecember 2011:

(€ thousands) 31/12/2012 31/12/2011
Statement of financial position

Property, plant and equipment 520 376
Intangible assets 159 124
Financial assets 14,032 15,169
Other non-current assets 399 399
Net current assets (160) 7,709
Total assets 14,950 23,777
Non-current borrowings and provisions 1,008 910
(Net financial assets)/Net debt (45,426) (37,476)
Equity 59,368 60,343
Total equity and liabilities 14,950 23,777

As mentioned in the notes to the consolidated siaie of financial position, at their meeting of
26 April 2012 the shareholders approved the distidim of the 2011 dividend, amounting to
Euro 0.15 per share (for a total of Euro 11.7 wil)i and the meeting of the Board of Directors
of 13 November 2012 approved the distribution ofirsierim dividend for the 2012 financial
year of Euro 0.13 per share (for a total of Eurd Ifillion), of which Euro 8.9 million had been
distributed at 31 December 2012.

15



Thenet financial assetsof the Parent at 31 December 2012, compared Wélsituation at 31

December 2011, is summarized as follows:

(€ thousands) 31/12/2012 31/12/2011 Change
Cash and cash equivalents 45,426 37,476 7,950
Current financial assets

Total 45,426 37,476 7,950

Statement of reconciliation of the Parent’s equityand profit and
Group equity and profit

The statement of reconciliation of equity and profit of Cairo Communication S.p.&and

Group equity and profit can be analyzed as follows:

€ thousands) Equity Net profit

Financial statements of Cairo Communication S.p.A. 59,366 21,061

Elimination of the carrying amount of consolidatlity investments:

Difference between carrying amount of investments their equity value 13,217
Share in subsidiaries’ profit net of investment amment losses

13,101
Allocation of excess consideration paid:
Goodwill 7,221
Elimination of intra-group profits net of incomexta (19,454) 180
Elimination of intra-group dividends (15,679)
Consolidated financial statements of Cairo Communiation 60,350 18,663

Core business segment operating results and relatetk factors and

strategic opportunities

PUBLISHING
CAIRO EDITORE - CAIRO PUBLISHING

The results achieved Bublishing in 2012 can be analyzed as follows:

16



Publishing 2012 2011

(€ thousands)

Gross operating revenue 109,500 100,181
Advertising agency discounts - -
Net operating revenue 109,500 100,181
Change in inventories 3,729 1,872
Other income (38) (124)
Total revenue 113,191 101,929
Production cost (78,412) (65,571)
Personnel expense (18,993) (16,746)
Gross operating profit (EBITDA) 15,786 19,612
Amortization, depreciation, provisions and impainniesses (1,355) (1,416)
Operating profit (EBIT) 14,431 18,196
Net financial income - -
Income (loss) on investments 205 177
Pre-tax profit 14,636 18,373
Income tax (4,749) (6,451)
Non-controlling interests - -
Profit from continuing operations attributable to the owners of the parent 9,887 11,922
Profit/ (loss) from discontinued operations - -
Profit 9,887 11,922

As mentioned earlier, in 2012 Cairo Editore retdrneith the launch of “Settimanale Nuovo” on

19 January and of the women's weekly “F” on 6 Jiméhe strategy of development through the

study, planning and launch of new publications,alitiad marked its strong growth in the 2003-

2006 four-year period.

“Settimanale Nuovo”, led by Riccardo Signorettitiwihe first 50 issues (the first 2 issues at a

launch price of 50 cents), reported average sdlapmroximately 281 thousand copies, and in 12

months generated circulation revenue of Euro 10liom and advertising revenue at Group

level of Euro 2.9 million.

“F”, led by Marisa Deimichei, landed on newsstandss June 2012, and the first 30 issues (with

the first 2 issues at a launch price of 50 cerngpprted average sales of approximately 180

thousand copies and, starting from June, genectedlation revenue of Euro 3.6 million and

advertising revenue at Group level of Euro 3.8ionill

Thanks mainly to the new publications, circulatiewenue increased while advertising revenue

in the Group’s publishing segment managed to lihetdrop over the period.

Looking at revenue, in 2012:

- sales revenue from Group publications, amountingcuoo 75.6 million, increased by
13.2% versus 2011 (Euro 66.8 million),
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- Group gross advertising revenue, which reached EB®®R million, thanks to
“Settimanale Nuovo " and “F”, limited the drop vessthe 2011 figure to -12.19AC
Nielsen-18.4% the magazine advertising market in 2018uef011).

In 2012, gross operating profEBITDA) and_operating profi(EBIT) in the publishing segment

amounted to Euro 15.8 million and Euro 14.4 milli@spectively (Euro 19.6 million and Euro
18.2 million respectively in 2011), negatively ingped by the costs incurred to support the
launch of “Settimanale Nuovo” and “F” (Euro 4.4 laih) and by increased investments in
communication and promotion to support the pulilicet versus the same period last year (Euro
0.6 million). “Other revenue and income” in the fpshing segment includes the
acknowledgement of a “print subsidy” of Euro 0.9limm.
The year under review confirmed the high levelgffitiency achieved in previous years to curb
production, publishing and distribution costs.
“Settimanale DIPIU", Italy's second bestselling mzige, with an average ADS circulation of
543,389 copies, “DIPIU" TV” (average ADS circulatioof 384,374 copies), “Diva e Donna”
(average ADS circulation of 174,439 copies), "TVM{average ADS circulation of 161,264
copies) and “Settimanale DIPIU’ e DIPIU'TV Cucindaverage ADS circulation of 350,990
copies) confirmed the outstanding sales resultgeaet. Taking “Settimanale Nuovo” (average
ADS circulation of 207,254 copies) and “F” (avera@eS circulation of 116,357 copies) also
into account, average sales of the Group’s weeklesched almost 2 million copies in
December.
As far as circulation is concerned, the featureghef Group’s publications and the Group
strategy help maintain a strong lead over comgstim the current publishing market.
Specifically:
- cover prices of the weeklies are lower, some hadf price of those of the main
competitors; this gap increases appeal and allpasesfor potential price increases,

hence for increased profitability;

- sales are mostly over-the-counter (95%), with airmiim impact of revenue generated
by gifts and sundry editorial material (approxiniat2% on total publishing revenue,
including advertising), whose sales figures havilapeed in the publishing segment,
dropping as much as 20% over the last year; thegshas opted to focus on the quality
of its publications; in 2012, gross advertising eewe generated by the Group’s
publications accounted for 30% - an extremely lguife if compared with the revenue

breakdown of other major publishing groups, therefoased to a lesser extent on the
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economic cycle — while 70% came from direct saled subscriptions, proof of the

high editorial quality of publications;

- weekly magazines, which account for approximated$oe9of total publishing sales
revenue, are sold as single copies and not bundtbdother weeklies and/or dailies to

bolster sales;

- the remarkable sales volumes achieved, both inlateseerms and versus Cairo’s
competitors, make the advertising pages highly almg in terms of advertising cost
per copy sold (equal to the difference betweenptiee of the advertising page and

copies sold), currently lower than the publicatiohgs competitors.

In 2013, Cairo Editore will continue to pursue ogpaities to optimize production, publishing
and distribution costs, and expects to achieve sagings in excess of Euro 6 million versus
2012, also considering the launch costs incurre20it2 for the two weeklies, achieved mainly
through:

- the negotiation of paper costs and costs for eatgrrinting and binding work, also

leveraging on the opportunities offered by techggjo
- optimization of bordereau costs,
- reduction in promotional costs mainly related irl2Qo the launch and subsequent

advertising campaign for “Settimanale Nuovo“ andtfe women's weekly “F".

Attached to the notes to the separate financigédstants of the parent is a summary of the key

figures of the draft financial statements at 31 &mlber 2012 of subsidiaries.

ADVERTISING

In 2012, the Cairo Communication Group continuedperate as an advertising broker with the
subsidiary Cairo Pubblicita, selling space in théntpmedia for Cairo Editore (“For Men
Magazine”, “Natural Style”, “Settimanale DIPIU™,DIPIU" TV” and weekly supplements
“Settimanale DIPIU’ e DIPIUTV Cucina” and “Settimale DIPIU’ e DIPIU'TV Stellare”,
“Diva e Donna”, “TV Mia”, “Settimanale Nuovo” andF*), the Editoriale Giorgio Mondadori
division (“Bell'ltalia”, “BellEuropa”, “In Viaggio”, “Airone”, “Gardenia”, “Arte” and
“Antiquariato”) and for Editoriale Genesis (“Prim&omunicazione” and “Uomini e
Comunicazione”), and for the sale of advertisingcgpon TV for third parties TIMedia (La7 and
La7d), EDB Media (Sportitalia, Sportitalia 2 ando8jtalia 24) and Turner Broadcasting
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(Cartoon Network, Boomerang, and CNN), on the hgermainly for TIMedia (La7.it and
La7.tv) — this contract expired on 31 December 261and Turner Broadcasting (Cartoon
Network.it, Cnn.com), and for the sale of stadilignage and space at the “Olimpico” stadium
in Turin for Torino FC.

The results achieved Bdvertising in 2012 can be analyzed as follows:

Advertising 2012 2011
(€ thousands)
Gross operating revenue 230,875 246,778
Advertising agency discounts (33,212) (35,086)
Net operating revenue 197,663 211,692
Other income 559 695
Change in inventories - -
Total revenue 198,222 212,387
Production cost (177,115) (185,665)
Personal expense (5,829) (6,852)
Gross operating profit (EBITDA) 15,278 19,870
Amortization, depreciation, provisions and impainnesses (1,403) (2,170)
Operating profit (EBIT) 13,875 17,700
Income (loss) on investments (1,461) 1,151
Net financial income 1,542 (765)
Pre-tax profit 13,956 18,086
Income tax (5,185) (6,554)
Non-controlling interests - -
Profit from continuing operations 8,771

11,532

Profit (loss) from discontinued operations - -
Profit attributable to the owners of the parent 8771 11,532

In 2012, in the advertising segment, advertisingssaame to a total of Euro 230.8 million,
dropping by 6.4% versus 2011 (Euro 246.8 million).
In 2012, _gross operating prof[EBITDA) and operating profitEBIT) were respectively Euro

15.3 million and Euro 13.9 million (respectively iul9.9 million and Euro 17.7 million in
2011).

Television

In 2012, TV advertising revenue (which comprise§,Llba7d, Sportitalia channels and theme
channels Cartoon Network, Boomerang, and CNN)Jadt&uro 190.6 million, falling by 5.5%
versus Euro 201.8 million in 201AC Nielsen15.3% the TV advertising market in 2012 versus
2011).
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Advertising revenue on La7 and La7d, amounting gipreximately Euro 173.9 million, was
basically in line (-1.8%) with 2011, when it amoedtto Euro 177.1 million. In 2012, the all-day
average share of La7 was 3.45% (3.82% in 2011)lewta7d increased to 0.41% (0.29% in
2011).

Advertising revenue on La7 (Euro 161.9 million) gped by -3.4% versus 2011, outstripping the
general TV advertising market by approximately £2cpntage points (-15.3%), confirming the
highly positive results achieved over the past fgears. In fact, taking the 2009-2012 four-year
period into consideration, figures show that, aglaan overall drop of -19% suffered by the TV
advertising market, advertising revenue on La7 grestead by approximately 43.8%, from Euro
112.6 million in 2008 to Euro 161.9 million in 201&hen in the same period the average share
of the channel had increased from 3.08% in 2046% in 2012 (+12%).

As mentioned earlier, after year-end 2012, Cairen@aonication S.p.A. sighed an agreement
with Telecom Italia Media for the acquisition ofetlentire share capital of La7 S.r.l., excluding
the investment held by La7 S.r.l. in MTV ltalia 5.iThe finalization of the transaction is
currently subject to the authorizations pursuanhécurrent legislation.

The deal will allow Cairo Communication to entee thV publishing field, with the upstream

integration of its brokerage business for the skdvertising space.

Print media

In 2012, Group advertising revenue, amounting tooE26.2 million, thanks to “Settimanale
Nuovo” and “F”, managed to limit the drop to 12.:8rsus the result of 201 AC Nielsen-
18.4% the magazine advertising market in 2012 we?611).

IL TROVATORE

In 2012 Il Trovatore continued operations, provigitechnological services mainly to Group

companies, as well as managing its search engine.

Alternative performance indicators

In this Report, in order to provide a clearer pietaf the financial performance of the Cairo
Communication Group, besides of the conventionaricial indicators required by IFRS, a
number of alternative performance indicators arewsh that should, however, not be
considered substitutes of those adopted by IFRS.

The alternative indicators are:
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- EBITDA: used by Cairo Communication as a target to moiiti@rnal management, and in
public presentations (to financial analysts andegters). It serves as a unit of measurement to
evaluate Group and Parent operational performawith, the EBIT, and is calculated as

follows: Profit from continuing operations, pre tax

+/- Net finance income

+/- Share in associates

EBIT- Operating profit

+ Amortization & depreciation
+ Bad debt impairment losses
+ Provisions for risks

EBITDA — Operating profit, before amortization, depreciation, write-downs and

impairment losses

The Cairo Communication Group also considees financial position as a valid indicator of
the Group’s ability to meet financial obligatiofmth current and future. As can be seen in the
table used above, which details the equity figuneed for the calculation of Group net
financial position, this figure includes cash atiden cash equivalents, bank deposits, securities

and other current financial assets, reduced bynuand non-current bank borrowings.

Transactions with parents, subsidiaries and assodis

Transactions in 2012 with related parties, inclgdivith Group companies, were not considered
to be atypical or unusual, and were part of thénamy activities of Group companies. These
transactions were carried out on market terms,ntpkiccount of the goods and services
provided.

Information on transactions with related partiesdisclosed in_Note 360 the consolidated

financial statements and in Note @Bthe separate financial statements.

Main risks and uncertainties to which Cairo Communcation S.p.A.

and its Group are exposed

Risks associated with the general economic climate

The financial position of the Cairo Communicatioro® may be influenced by various factors

within the macro-economic environment, such asribheease or decrease of GNP, the level of

22



consumer and corporate confidence, the advertesipgnditure/GDP ratio, interest rate trends

and cost of raw materials.

Starting from the second half of 2011, the generanomic and financial climate has been
marked by uncertainty in the short to medium tetmeffects were still felt in 2012. More in

detail, the second part of the year withessed ideteion in the economic context in general
and specifically in the Group’s relevant markefublishing and advertising. This resulted in
greater complexity in the competitive picture. Tata] there remains uncertainty over the

period required for a return to normal market ctinds.

Should this situation of uncertainty continue fome time, the operations, strategy and outlook

for the Group may be impacted.

To challenge the tough market scenario, the Groygemented, starting in previous periods,
and also in 2012, a series of measures to increffsgency and effectiveness of the
production, publishing and distribution processas will continue in 2013 to benefit from the

high levels of efficiency achieved.

Risks associated with advertising and publishingketarends

In 2012, deterioration of the short and medium-t@eonomic uncertainty — starting especially
from autumn — continued to impact negatively ondldgertising market, which is continuing in
the first months of 2013 to follow the same negapattern it had at the end of 2012.

According to AC Nielsen figures, in 2012 advertgimnvestments in Italy amounted to
approximately Euro 7.4 billion, down 14.3% versuil? (in particular -18.4% the magazine
advertising market and -15.3% the TV advertisingkaaversus 2011).

With approximately Euro 230.9 million in gross adigng revenue, the Cairo Communication
Group holds about 3.1% of the overall advertisingrkat (2.9% in 2011). Specifically, the
Group holds approximately 4.9% of the TV advergisimarket (4.4% in 2011) and
approximately 5.6% of the magazine advertising mafk.2% in 2011). This market share,
which increased in 2012, leaves the Group room gimdor growth, given the high quality and
significant distribution of its own titles, in patilar weeklies, and of the TV resources under

concession, quality and distribution that providggicant competitive edge.

The tough economic environment has slowed the padbe sale of dailies and magazines.
Against this challenging backdrop, in 2012 salesneie from Group publications, amounting to

Euro 75.6 million, increased by 13.2% versus 20EWr¢ 66.8 million), thanks to the new
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weeklies “Settimanale Nuovo” and F”, which genedasales revenue of Euro 10.1 million and

Euro 3.6 million respectively.

Advertising

The Cairo Communication Group is significantly egpd to advertising sales performance,
which has progressively decreased over time assaltref significant developments in the
publishing business. Advertising sales from currepérations today represent around 74%
(around 77% in 2011) of total Group revenue.

Considering the Group’s publishing business alaaegertising revenue in 2012 accounted for
30% - much lower than the revenue breakdown ofratiagor publishing groups - while the
remaining 70% was generated by distribution andcuition revenue, demonstrating the great
publishing strength of advertising products.

The sale of advertising space is monitored dailydigrence to the percentage saturation of the
catchment time, average sales price and the \@midtom forecasts. Daily monitoring also
provides/enables a review of the sales forecastsdnyth in order to act — with reference to

print media — on advertising pages and thus omstiiueture of product costs.

Management's attention is focused on the definitidnstrategy and commercial policy to
ensure an effective presentation of the high valuthe product offering. The features of the

resources offered represent strength for the Girotipe current competitive climate.
LAY presents an excellent audience profile, palaity appealing for advertising.

Regarding Group titles, the excellent distributisnlumes, in both absolute terms and
considering competition, which enabled the Groupéoome the major publisher of weeklies
by copies sold on newsstands, make the advertziggs appealing in terms of advertising
cost per copy sold (equal to the difference betwibenprice of the advertising page and the

copies sold) which are currently lower than thols#he competition.

Distribution

Regarding distribution, the features of the produgtiblished by the Group as well as its
strategy, are such as to build a significant coitipetedge in the current climate of the

publishing segment. In particular, owing to thet that:

- cover prices of the weeklies are lower, some sicgnitly lower than those of the main

competitors;
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- sales are mostly over-the-counter (95%), with aimmimn incidence (less than 2% on
total publishing revenue, including advertising) r@venue generated by gifts and

sundry editorial materials;

- weekly magazines, which account for approximatedpo9of the total publishing
segment revenue, are sold as single copies andumoied with other weeklies and/or

dailies to bolster sales.

Risks associated with extraordinary transactions

As mentioned earlier, after year-end 2012, Cairen@aonication S.p.A. sighed an agreement
with Telecom Italia Media for the acquisition oftlentire share capital of La7 S.r.l., excluding
the investment held by La7 S.r.l. in MTV ltalia .§,rfor a consideration of Euro 1 million. The
completion of the transaction, which is currerglybject to the authorizations pursuant to the
current legislation, will allow Cairo Communicatidaa enter the TV publishing field, with the
upstream integration of its brokerage businesstersale of advertising space, and will also
enable it to diversify its publishing activities igh are currently focused on magazines.

The following summary table shows results contaimesegment reporting on La7 TV activities
in the 2012 annual financial report of Telecomi#taliedia, which is available on the Borsa

[taliana and Telecom ltalia Media websites:

(€ thousands)

2011 2012
Gross operating revenue 139,267 123,581
Other revenue and income 25,393 3,183
Non-recurring 20,500 -
Total revenue 164,660 126,764
Production cost (119,260) (149,741)
Personal expense (40,738) (42,891)
Gross operating profit (EBITDA 4,662 (65,868)
Amortization, depreciation, provisions and impainnl®sses (27,487) (30,189)
Impairment of goodwill and other non-current assets - (63,655)
Capital gains (losses) from the realization of narrent 1 33
assets
Operating profit (EBIT) (22,824) (159,679)
Impairment of goodwill and non-current assets - 663,
Non-recurring items (20,500) -
Normalized operating profit (43,324) (96,024)

Source: Segment reporting from the 2012 annualniired report of Telecom ltalia Media S.p.A, showim® forma data and
assuming that the contribution of TV business d@@#&/runs from 1 January 2011. The annual finahoggports of Telecom Italia

Media are available on the Borsa Italiana and Telecltalia Media websites.
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In 2012, excluding the impairment of goodwill anohrcurrent assets, La7 reported a pro forma
operating loss (Ebit) of approximately Euro 96 il deteriorating versus the pro forma
comparative operating loss of approximately Euranfion in 2011, as a result mainly of the
increase in programme schedule costs. The compangrent financial situation calls for the
implementation of a restructuring plan aimed atrganizing and streamlining the corporate
structure and at curbing costs, retaining the rdghlity levels of the schedule. Under the
agreements, the seller undertakes to help implethéntproject. Under the main terms of the
agreements in fact, Telecom ltalia Media will unidke, at the date of execution, to achieve a
positive net financial position of at least Euror@8lion and equity of at least Euro 138 million
for La7.

To achieve this turnaround, the main guidelines$ vélbased on:

- confirming the current editorial line and those grammes that represent the main
strengths of the channel,

- curbing costs, focusing in particular on “unprodet cost items and on recovering
efficiency,

- targeting action on the programme schedule, witlv peogrammes to strengthen
various timeslots, afternoon timeslots in particufacusing on a younger female
audience,

- enhancing the high-quality target of the La7 audéerto maintain and develop the

high level of advertising revenue against the galimaarket backdrop.

Risks associated with the importance of the adsiagiconcession contracts with third-party

publishers
The Cairo Communication Group operates as bothighd of magazines and books, and as a

multimedia broker for the sale of advertising spanéelevision, print media, stadiums and the

Internet.

In 2012, approximately 62.6% of Group gross revenae generated from advertising for third-
party publishers with respect to the Cairo Commatider Group, specifically: TIMedia (La7 and

La7d), EDB Media (Sportitalia, Sportitalia 2 ando8jtalia 24) and Turner Broadcasting
(Cartoon Network, Boomerang, and CNN).

Once finalized, the acquisition of the entire shaepital of La7 will allow the upstream

integration of Cairo Communication’s brokerage \atitis for the sale of advertising space on
La7 and La7d.
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The Group’s track record, ever since inception,demonstrated its ability to manage changes in

its portfolio of media types brokered:
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The advertising brokerage business started in ¥#886a number of titles of the RCS Group
including “IO Donna”, which in the space of a feveays exceeded Euro 50 million in
advertising sales. In 2001, “IO Donna” was replatsd“Anna”. The contract with RCS
expired at the end of 2002. In 1998 advertisingsatere launched on pay TV Telepiu, which
was then interrupted in July 2004. In 2003, adseryj sales were launched for LA7 and from
2004 those relating to new publishing initiatives €airo Editore. At the end of 2009, Cairo
Pubblicita had entered a multi-year exclusive atilsieg concession contract on the digital and
satellite Sportitalia channels. In 2010, Cairo Camioation also entered a concession contract

for the new unencrypted digital channel LA7d.

Risks associated with contractual commitments

The advertising concession contract regarding Letd sninimum annual gross advertising
revenue in 2013 of Euro 126 million, with minimumraial guaranteed fees for Telecom ltalia
Media of Euro 88.2 million (70%).

In December 2010, Telecom ltalia Media and Caineegd to revise the advertising concession
contract of 19 November 2008. Specifically, for 2Gind for the 2012-2014 three-year period,
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both set additional annual advertising revenue etarqunguaranteed) with respect to the
minimum annual revenue, proportional to the achiemt by Telecom Italia Media of annual
targets of share higher than the given 3% for Lastiare. Cairo’'s achievement of these
additional targets, or payment to Telecom ItaliadMeof equivalent dues, will entitle Cairo to
renew the contract up to 31 December 2019. OtherWislecom lItalia Media is authorized to
withdraw from the contract.

The contract regarding the La7d digital channe$ seinimum gross advertising revenue in
2013 of Euro 8 million for a 0.2% share of the aman with minimum guaranteed fees for
Telecom lItalia Media of Euro 5.6 million, paid asrpcontract on a monthly basis. A result
higher or lower than the 0.2% share will produceocaresponding increase or decrease in
minimum annual revenue and in the guaranteed mimifiee.

Starting from May 2012, Telecom ltalia began thecpss for the possible sale of the
investment held in Telecom Italia Media, that e possible separate disposal of TV activities
(La7 and the MTV ltalia Group) and network operasativities (Tl Media Broadcasting)
headed by the company.

In August 2012, Telecom ltalia Media filed a judiciclaim against Cairo Communication
alleging certain breaches of the advertising casioascontract relating to individual occurrences
extremely immaterial under an economic standpeihich are deemed by Cairo Communication
totally groundless, and seeking compensation ferdamages suffered as consequence of such
breaches. Telecom lItalia Media reserved the rigletermine the amount of the damages during
the proceedings.

As part of the abovementioned transaction to aegiie entire share capital of La7 S.r.l. - the
completion of which is currently subject to thelarizations pursuant to the current legislation
- Telecom lItalia Media and Cairo Communication sigira binding agreement envisaging,
among other things, Telecom Italia Media’s commiti@ (i) file in early April 2013, formal
acknowledgement of the discontinuance of action r@ugliest termination; (ii) at the date of
execution of the acquisition agreement, to signaiver of the legal action and of any claim

relating to the advertising concession contracts.

Risks associated with developments in the medimeng

The media segment has seen an increase in the déyminetration of new communication
resources, in particular the Internet and the neenarypted theme channels on the digital

terrestrial platform, together with technology inations that may lead to changes in demand
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by consumers, who in future will probably requestrgonalized content by even directly
selecting the source. As a result, this may chaihgeelative importance of the various media

and audience distribution, with consequent greaseket fragmentation.

Whereas the development of the Internet may impacthe share of print media, mainly on
dailies and to a much lesser extent on our weekies growth of internet and of the digital

thematic television may impact on the traditioR®ll audience.

The Group constantly monitors the level of penairabf new resources as well as changes in
the business model related to the distributionarftent available to assess the opportunity to

develop the various distribution platforms, withtaular attention to the Internet.

Developments in the regulatory framework are alsatioually monitored for the media

segment and their disclosure within the Group &suesd.

Risks associated with Management and “key staff”

The Group’s success depends on the talents ofxé@suéive Directors and other members of
Management to efficiently manage the Group andriiidual business segments. Editors, too,
have a significant role in relation to their publions.

The loss of the services of an executive Directatifor, or other key resources without an
appropriate substitute, as well as the difficultyattracting and retaining new and qualified

resources, may impact negatively on the prospeptzations and financial results of the Group.

Risks associated with retaining the value of ttanbs of the Group titles

The Cairo Communication Group publishes a numbdeading Italian weeklies, “Settimanale
Dipiu” (543,389 copies), “DipiuTV” (384,374 copies)Settimanale Dipiu e DipiuTV Cucina”
(350,990 copies), “TVMia” (161,264 copies) “Diva Ronna” (174,439 copies), “Settimanale
Nuovo” (207,254 copies) and “F” (116,357 copies)magxg the monthlies, “Gardenia”,
“Bell'ltalia”, “For Men Magazine”, “Natural Style’and “Arte” are leaders in their own segment.
The value of Group brands must be continuouslygated by maintaining the current level of
quality and innovation, for example, by retainirige tcurrent number of pages, supported by
appropriate levels of advertising consistent wii# offer.

The Group publishing strategy has always been tatos the quality of its products, driven by

the efforts of Management and the editors. Undemtireements with the editors of the weeklies,
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a significant part of their remuneration is linkiedthe results of the distribution and/or sale of

advertising space of the titles.

Risks associated with business with suppliers

A number of the Group’s production processes, @adily print, are outsourced. The
outsourcing of production processes requires atosperation with the suppliers which, on one
hand, can result in economic benefits in termdedfilbility, efficiency and cost reduction, but on
the other hand, results in the Group’s reliancéhese suppliers.

The relationship with the printer used by the Growmich dates back to 1999 - the year
Editoriale Giorgio Mondadori was acquired - is gowadd by an agreement valid until 2015. The
printer is one of the main operators in a markeictvthas excess production capacity and is
populated by other large players.

In relation to production aspects, relationshipthvaiaper suppliers is also of great importance —

as a rule these are governed by contracts renenvechhy.

Liquidity risk

The Cairo Communication Group is not exposed taidiity risk, in that on one hand, significant
financial resources are held with a net availalsitfjve financial position of Euro 61.2 million,
whilst on the other hand, the Group attempts taenthat an appropriate ability to generate cash
is maintained, despite current market conditions.

An analysis of the company’s financial position widoth liquidity, or the ability to maintain
financial stability in the short term, and solidityr the ability to maintain financial stability in
the medium/long term.

It is Group policy to invest available cash in awthnd or short-term bank deposits, properly
spreading the investments, essentially in bankimgdycts, with the prime objective of
maintaining a ready liquidity of the said investrigeThe investment products are selected on the
basis of their credit rating, their reliability attte quality of services rendered.

Interest rate and currency risk

The Cairo Communication Group is not exposed terast rate and currency risk, in that on
one hand, there is no loan finance, whilst on ttierohand, Group operations are carried out

exclusively in ltaly, so all revenue is generatedtaly and main costs are incurred in Euro.
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Interest rate risk only affects the yield on avaléacash. Movements in the cash flow and the
liquidity of Group companies are centrally monitbend managed by Group Treasury in order
to guarantee effective and efficient managemefinahcial resources.

Given limited exposure to both interest rate andemncy risk, the Group does not use financial

derivative and/or hedging instruments.

Credit risks

The Group is exposed to credit risk, primarily @ation to its advertising sales activities. This
risk is however mitigated by the fact that exposisraistributed across a large number of
customers and that credit monitoring and contrabcpdures are in place. In terms of
concentration, the top 10 customers account fontab4% (16% in 2011) of advertising revenue,
while the top 100 customers account for 58% (57920t1). These indicators are in line with
prior years.

Deterioration of the short and medium-term econommicertainty - starting especially from
autumn - along with the resulting credit squeezay f course impact negatively on the quality
of credit and on general payment terms.

The publishing segment, on the other hand, presienited exposure to credit risk as publishing
revenue is basically generated by one single pattg Group - whilst for distribution revenue,
the distribution contract provides for an advanagnpent equal to a highly significant percentage
of the estimated sales of each magazine.

The Group’s maximum theoretical exposure to cradiks at 31 December 2012 is given by the
carrying amount of trade receivables and other geized receivables totaling Euro 103.9
million (117.1 million at 31 December 2011), andtbg nominal amount of guarantees furnished
on third-party debts or commitments as indicatedNimte 34 to the consolidated financial
statements.

The credit risks associated with cash and cashvalguts, with a maximum theoretical exposure
of Euro 61.2 million (Euro 54.7 million at 31 Deckear 2011), are not considered significant as

they are deposits spread across various banks.

Risks associated with litigation

The notes on dther informatiofi (Note 35to the consolidated financial statements) contain
information on a number of cases of litigation. Tdwaluation of the potential legal and tax

liabilities requires the Company to use estimates @ssumptions in relation to forecasts made

31



by the Directors, based upon the opinions exprebgetie Company’s legal and tax advisers,
in relation to the probable cost that can be reasignconsidered to be incurred. The actual

results may vary from these estimates.

Report on corporate governance and ownership struatre

1 Issuer profile

Cairo Communication has adopted a traditional systé administration and control. The
Shareholdersare the corporate body that expresses the withefshareholders through its
resolutions at its meeting. It typically appointe tChairman. Resolutions adopted pursuant to

the law and the bylaws bind all the shareholdexduding those absent or dissenting.

The Board of Directorfias the most ample management powers to achieperate objects.

Elected every three years at the Shareholders’ilggat appoints one or more Chief Executive

Officers and determines their powers, and thoghefChairman.

The Remuneration Committeend the Control and Risk Committaee bodies set up within the

Board of Directors, and comprise members of ther@aé Directors and provide consultative
and proposal-making functions to the Board of Owez The bodies now also include the

Related Party Committe@rovided for by the procedures for related p&naysactions adopted

in 2010. For these reasons, it was deemed notables$h an Appointment Committee.

The Board of Statutory Auditoiis the body with the functions of overseeing olzaace of the

law and the company bylaws and management control.

The audit process is entrusted to an Audit Fiegistered in the relevant professional roll asd i

the Company’s external control body. The Firm clsethroughout the year, that the company’s
accounts are kept properly and that accountingesnéiccurately reflect its operation. It is also
its responsibility to ensure that the separate @ntsolidated financial statements match the
accounting entries and verifications performed, tirad these accounting documents conform to

the governing rules.

The duties and methods of operating of these catpdvodies are governed by the law and
regulations, by the company bylaws and by the dmwsadopted by relevant bodies, in
conformity with the regulations set forth in ther@orate Governance Code drawn up by the

Corporate Governance Committee of Borsa ltaliapaASin December 2011.

The company bylaws are available at the registef@éde and in the corporate governance

section on the Company’s website/w.cairocommunication.it
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2 Information on ownership structure (pursuant to at. 123 bis, paragraph 1 of the
Consolidated Finance Act — TUF) at 19 March 2013
Information prescribed by art. 123 bis of the TdFRs follows

a) Share capital structure (pursuant to art. 123dzisagraph 1, letter a), T.U.F.)
At 19 March 2013, the share capital of Cairo Comitation S.p.A. was Euro 4,073,856.80,

fully paid and subscribed, and it comprised 78,8@3, shares, with no indication of the

nominal amount

N° shares % of share capital Listed Rights and
obligations
In accordance with
All Star segment of the law and
Ordinary shares 78,343,400 100% Borsa ltaliana company bylaws

No financial instruments have been issued attrilguthe right to subscribe to newly-issued
shares.
No share incentive plans are foreseen involvingreste@apital increases, even on a freely

allocated basis.

b) Restrictions on transfer (pursuant to art. 123 tmsagraph 1, letter b), T.U.F.)
In accordance with the bylaws, shares are regiténelivisible and freely transferable. They
are without requirements of representation, legg#mon, circulation of the company

investment required for securities traded on regdlanarkets.

c) Significant shareholdings (pursuant to art. 123 jigagraph 1, letter ¢), T.U.F.)
At 19 March 2013, based on the information receipedcsuant to art. 120 of the T.U.F. and the

update of the shareholders’ register, the princgbaireholders in Cairo Communication S.p.A.

were as follows:

Declarer Direct shareholder % %
of ordinary of voting
capital capital
URBANO ROBERTO CAIRO U.T. COMMUNICATIONS SpA 44.812% 44.812%
URBANO ROBERTO CAIRO  U.T. BELGIUM HOLDING S.A. 15.710% 15.710%
URBANO ROBERTO CAIRO URBANO ROBERTO CAIRO 12.387% 12.387%

SCHRODER INVESTMENT SCHRODER INVESTMENT
MANAGEMENT LIMITED MANAGEMENT LIMITED 2.019% 2.019%
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At the same date, Cairo Communication S.p.A. hetdtal of n. 450,779 treasury shares, or

0.575% of the share capital, subject to the prowisiof art. 2357-ter of the Italian Civil Code.

d) Securities carrying special rights (pursuant ta 4@3 bis, paragraph 1, letter d),

T.U.F.)

No securities carrying special controlling rights/a been issued.

e) Employee shareholdings: voting right proceduresgpant to art. 123 bis, paragraph 1,
letter ), T.U.F.)

There are no employee shareholdings and/or voigingsr procedures.

f) Restrictions on voting rights (pursuant to art. b3 paragraph 1, letter f), T.U.F.)

There are no restrictions on voting rights othantthose provided by law.

Q) Shareholders’ agreements (pursuant to art. 123aiagraph 1, letter g), T.U.F.)

No shareholders’ agreements are in place pursaant.t122 of the T.U.F.

h) Change of control clauses (pursuant to art. 123dasigagraph 1, letter h), T.U.F.) and

by-law provisions on takeover bids (pursuant ticks 104, paragraph 1 ter, and 104
bis).

The Company and/or its subsidiaries have signedsigoificant agreements that come into

effect, are altered or terminate in the event dii@nge in the control of the contracting entity.

Moreover, the bylaws:

- do not depart from the provisions on the passiuitg provided by art. 104, paragraphs 1
and 2, of the TUF;

- do not provide for the enforcement of the neutedion rule set out in art. 104 bis,

paragraphs 2 and 3, of the TUF.

i) Delegations to increase share capital and authimizdo acquire and dispose of
treasury shares (pursuant to art. 123 bis, parhdraletter m), T.U.F.)

There are no delegations to increase the sharéataprsuant to art. 2443 of the Italian Civil
Code or to issue equity financial instruments.
At their meeting of 26 April 2012, after revokingsemilar resolution adopted on 28 April 2011,

the Shareholders approved the proposal to acqoaelspose of treasury shares in accordance
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with art. 2357 and subsequent articles of thedtaivil Code, for the purpose of stabilizing the
Company share price and sustaining liquidity, aifidjeemed necessary by the Board of
Directors, of establishing a “shares stock” as led in Consob regulation 16839/2009. The
Board was authorized to acquire treasury shardee tipe maximum number permitted by law,
for a period of 18 months from the date of authaiian, by use of available reserves, including
the share premium reserve, as resulting from ttealaproved annual financial statements.
Specifically, the Board of Directors will be autimed to acquire treasury shares on one or more
occasions, acquiring shares directly on the maaket through authorized intermediary — in
accordance with the procedures provided by art. Hid4 paragraph 1, letter b of the Issuer
Regulation and relevant Instructions — and, in casd operations are carried out, according to
accepted market practices, pursuant to the regoktintroduced by Consob Resolution No.
16839/2009. Minimum and maximum acquisition pripes share are set at an amount equal to
the average official purchase price of the sharBansa Italiana S.p.A. for the 15 working days
preceding the purchase respectively reduced orased by 20%, in any event within a
maximum limit of Euro 6.5 per share. In case sugdrations are carried out in accordance with
accepted market practices pursuant to Consob Ru&svolno. 16839/2009, the purchase of
treasury shares is subject to further limits, idahg price limits, provided for thereto. The
proposal of the Board also allows for the authdigzato sell, on one or more occasions, any
acquired treasury shares, setting the minimum @dde per share no lower than the minimum
price calculated following the criteria adopted foeir purchase. Should the treasury shares be
sold in accordance with accepted market practicesuant to Consob Resolution 16839/2009,
the sale of treasury shares shall be subject todutimits, including price limits, provided for
thereto.

In 2012, as part of the share buy-back plans, @8ghnd treasury shares were purchased (or
0.101% of the share capital), equivalent to a teshie of Euro 214 thousand.

At 31 December 2012, Cairo Communication held altof n. 450,779 treasury shares, or
0.575% of the share capital, for a carrying amauiriuro 1,347 thousand, subject to art. 2357-

ter of the Italian Civil Code.

Management and coordination activities

Cairo Communication currently carries out managdrmaed coordination activities in relation
to the following companies:
- Cairo Pubblicita S.p.A.
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- Cairo Editore S.p.A.
- Cairo Publishing S.r.l.
- Cairo Due S.r.l.
- Il Trovatore S.r.l.
- Edizioni Anabasi S.r.l.
- Cairo Sport S.r.l.
- Diellesei S.r.l. in liquidation.
Cairo Communication, though subject to rightful tohby UT Communication S.p.A. — which
is directly controlled by Urbano R. Cairo — is moibject to the management and coordination
of such company, nor of any other entity. The Baafr®irectors of Cairo Communication has
come to such conclusion taking account of the atesari further elements (with respect to
mere control) that may lean towards the existerice unitary direction and the circumstance
that UT Communication S.p.A. is, de facto, a hajdioompany and has never actually
exercised any policy-making functions and/or irgeghce in the management of the Issuer,
restricting its activities to the management obitn controlling investment.

ok
It must be noted that information prescribed by. a®3-bis, paragraph letter (i)
(“agreements between the Company and the directensibers of the management board or
supervisory board providing for indemnity in theeev of resignation or unjust dismissal ....”
is found in the section on the Directors’ Fees reffect. 9), and that there is no information to

disclose under art. 123-bis, paragragbtter (1).

3 Compliance (pursuant to art. 123 bis, paragrapl2, letter a), T.U.F.)

The Cairo Communication Group has adopted a Cotpo&overnance Code for listed
companies, amended in December 2011 by the Cogp@Gm@ternance Committee and promoted
by Borsa Italiana, also available on www.borsadtasi. it

No Group company is subject to non-Italian law thatild influence the structure of Corporate

Governance.

4 Board of Directors

4.1 Appointment and replacement of directors arhghbs to the bylaws (pursuant to art.
123 bis, paragraph 1, letter h), T.U.F.)

The Board of Directors is appointed by the Shamdrsl on the basis of lists presented by

shareholders pursuant to articles 14 and 15 dbyleavs.
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Specifically:

- lists must be filed with the registered office vithihe 25th day prior to the date on which
the Shareholders’ Meeting is called to decide andppointment of the members of the
Board of Directors, and made available to the muldli the registered office, on the
Company website and in accordance with the proesdprovided for by the law and
regulations, at least 21 days before the dateeoMbeting;

- lists admitted to the voting are those submitteahgreholders who, either individually or
jointly with other shareholders, represent at 1€a5% of the shares entitled to vote in the
ordinary meeting, or other minimum amount set by,

- ownership of the minimum stake required for subiois®f the lists is determined on the
basis of the shares recorded in the name of theelsblaer on the date the lists are filed
with the Company. The relevant prescribed certificemay also be submitted subsequent
to the filing, provided submission is made withive ttime limit prescribed for publication
of the lists;

- for the purposes of the appointment of the diregtaccount is taken exclusively of lists
that have received at least half the votes estaalidy the bylaws for the submission of
lists;

- candidates shall appear in the lists in progressider and equivalent to the number of
directors to appoint. Should more than one liseirax at least half the votes as required by
the bylaws for submission of the lists, candidaegointed to the position of director shall
be those appearing in the list that has receiveciphest number of votes, except for the
last candidate appearing in the list and the cadidppearing on top of the list that has
received the second-highest number of votes thiatt i® way, even indirectly, connected
with the shareholders that have submitted or véedlist that has received the highest
number of votes, subject to the possession ofafeirements of independence set forth in
art. 148, paragraphs 3 and 4 of the TUF and ohéurrequirements set forth in the
Corporate Governance Code of Borsa ltaliana S.pfailing which the appointed
candidate, in his/her place, shall be the firsidadaite appearing in progressive order on the
list possessing the foregoing requirements of ieddpnce. Should two or more lists reach
a tie, the prevailing list shall be the list posseg the largest shareholding or, in the event
of a tie, the highest number of shareholders;

- each list must contain candidates possessing therements of independence referred to

in art. 147-ter, paragraph 4, of the TUF, and frttequirements set forth in the Corporate
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Governance Code of Borsa ltaliana S.p.A., in theimmuim amount established by the
provisions of law and regulations, taking also iatcount the share listing segment;

- in order to be admitted to the voting, each lisstrie accompanied by detailed information
on the professional and personal qualificationsthaf candidates, by the statement on
possession of the requirements of independencecrfiyved by law and by further
requirements set forth in the Corporate Govern@wde of Borsa Italiana S.p.A., and by
indication of the identity of the shareholders whave submitted the lists and total
percentage of shares held.

The Group’s bylaws are about to adopt the mandatdeg on the appointment of directors and

their allocation based on the gender equality Goite in accordance with the requirements of

applicable law.

Mention must be made, for the purposes set forthrtin123 bis, paragraph 1, letter (I) of the
T.U.F. that, pursuant to art. 21, paragraph 2 efttylaws, without prejudice to the competence
of the Shareholders at their Extraordinary Meetiwgp have the authority to decide on the
matter, pursuant to art. 2365 of the Italian C®dde, the Board of Directors is authorized,
inter alia, to adopt resolutions concerning merger, in theesaset forth in articles 2505 and
2505 bis of the Italian Civil Code, capital reduction inetlevent of shareholder withdrawal,
harmonization of the bylaws to mandatory provisiohtaw, relocation of the registered office

to other premises in Italy.

Succession planning

To date, the Board has not adopted any succeskion pegarding the executive directors. The
Board of Directors is, in any event, the body empeed to prepare and manage early

replacement.

4.2 Composition (pursuant to art. 123 bis, paragragbtier d), T.U.F.)
At their meeting on 28 April 2011:

- the Shareholders appointed for a three-year peuiatil, approval of the financial statements

at 31 December 2013, on the basis of the singi@tesented by the majority shareholder,
UT Communications S.p.A., approved with a favorabtge by 76.017% of the share

capital, composed of:

38



To date, the Board has no general criteria in ptagarding maximum number of positions held

by a director and control in other companies thaty nbe considered compatible with the

o three Executive Directors: the Chairman Urbano & aitberto Fornara and

Marco Pompignoli,

o two Non-Executive Directors: Antonio MagnocavallodaRoberto Cairo and

o three independent directors: Marco Janni, Maura 8at Roberto Rezzonico.

effective performance of a director's functionstfog Issuer.

The directors of Cairo Communication hold no otpesition in companies listed on regulated
markets, financial companies, banks, insurance aniep or major companies, except for Marco
Janni, who is chairman of CO.MO.l. SIM S.p.A. andltesa Lease SEC S.r.l.,, and board

member of Intesa SEC 3 S.r.l, companies that arpart of the Group of which the Issuer is part

of.
Board of Directors Control Remunerati | Related
and Risk | on Party
Committee | Committee | Committee
Role Members From Until List Execut | Non- Indep. | Indep. (%) N. other | *** [ ** i bl i
(M/m) ive executi | asper | asper s position | * o kil
* ve Code TUF s held
Chairman | Urbano 01/01 | 31/12 M X - - - 10 - - - - - -
Cairo
CEO Uberto 01/01 | 31/12 M X - - - 10 - - - - - - -
Fornara
Director Marco 01/01 | 31/12 M X - - - 10 - - - - - - -
Pompignoli
Director Roberto 01/01 | 31/12 M - X - - 10 - - - - - - -
Cairo
Director Antonio 01/01 | 31/12 M - X - - 86 - X 100 | X 100 -] -
Magnocavallo
Director Roberto 01/01 | 31/12 M - X X X 100 - X 100 | X 100 X| 100
Rezzonico
Director Mauro 01/01 | 31/12 M - X X X 100 - X 100 - - X| 100
Sala
LID Marco 01/01 | 31/12 M - X X X 8 3 - - X 100 X| 100
Janni
N. of meetings held in 2012: BoD: 7 CRC: 4 RC:3 RPC: 2

Notes:

*This column indicates M/m depending on whetherrni@nber was elected by the majority (M) or mino(ity) list.

**This column indicates the participation percegaaf directors in the meetings of the BoD andawsicommittees (no. of times

present/no of meetings held during their term).

***This column indicates number of directorshipsstatutory auditor positions held in other compatitged on either national or

foreign stock exchanges, including finance compmarbanks and insurance companies, or of major corepa
****|n this column, “X” indicates if the Directors also on the committee.
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Urbano Cairas the founder of the Group and has led its groavttd development. A graduate
in business administration from the Bocconi Uniitgrshe has significant experience in the
publishing and advertising segments. He startekiwgmwith Fininvest in 1982 as assistant to
Silvio Berlusconi. He went to work for Publitali@0 in 1985, where he was appointed Deputy-
General Manager in 1990. In 1991 he was appointednanaging director of Mondadori
Pubblicita. In December 1995 he founded Cairo Haibh) which initiated its distributorship
activity for a number of RCS Group magazines. He tharefore been the main leader behind
Cairo Communication Group’s growth, whose main pkaare associated with the 1998
acquisition of the company Telepiu Pubblicita, daled by Cairo TV, dedicated PAY TV
distributor, the February 1999 acquisition of Edate Giorgio Mondadori, Cairo
Communication’s listing in 2000, the contract foe texclusive rights for the sale of advertising
space on LAY at the end of 2002, the birth of C&iditore in 2003 and his subsequent activity
in developing successful new publishing initiatiéise launch of “For Men Magazine” and
“Natural Style” in 2003, “Settimanale Dipiu” in 280“Dipiu TV”, “Diva e Donna” in 2005,
“TV Mia” in 2008, and “Settimanale Nuovo” and themen’s weekly “F” in 2012).

Uberto Fornaras a graduate in business administration fromBbeconi University, and has
worked within the Group since its inception, havprgviously gained significant experience in
the publishing segment with Publitalia ‘80 from 898nd then in Mondadori Pubblicita, of
which he was appointed Director of Customer Senwitel994. He is also CEO of Cairo
Pubblicita S.p.A.

Marco Pompignoliwas appointed as Chief Financial Officer in Ju®® and is Financial

Reporting Manager of Cairo Communication S.p.A.isla graduate in business administration
and has previously worked in leading audit firmsyihg gained experience in Italy and abroad.
Roberto Cairp Urbano Cairo’s brother, is an entrepreneur if-estate brokerage with the
company Il Metro Immobiliare, with offices in Milaand in Liguria.

Antonio Magnocavalldas been a professional civil and corporate laviry@dilan since 1961

and is currently in a partnership (Magnocavallossdciati). He is currently board member of
Fondazione Gruppo Credito Valtellinese and chairmfaa number of large foundations and
associations. Mr. Magnocavallo has provided legaistance and consultancy to the Cairo

Communication Group since 1998.

Marco Jannigraduated in civil procedural law in 1960 and wasistant to the chair of civil
procedural law at the University of Milan. He isafunsel at the NCTM law firm, which deals

with civil, commercial and corporate law. He wadii@ctor in large banking groups.
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Roberto Rezzonicochartered accountant, is currently Chairman &f Board of Statutory

Auditors or statutory auditor in a number of impmitindustrial groups (Nestle Italiana S.p.A.,

Nespresso Italia S.p.A., Siemens Holding S.p.Ara®sS.p.A., Pirelli Labs S.p.A.).

Mauro Sala chartered accountant and auditor, judge in thgidRal Tax Commission of
Lombardy from 1996 to 2007, is currently Chairmaintioe board of statutory auditors,

statutory auditor and/or director of a number ahpanies.

Given the directors' vast knowledge of the Companyg their wealth of experience in the
specific areas of operation of the Cairo CommuiocatGroup, as well as the personal and
professional background of each member of the Bo&mirectors, it was not deemed necessary
to have them attend (induction program), followagppointment and during their term of office,
initiatives to provide them with adequate knowleddehe area of operation of the Issuer, of

company dynamics and evolution, as well as theragleregulatory framework

4.3 Role of the Board of Directors

The Board of Directors met 7 times during the ydée Board meetings lasted an average of 2
hours. Seven meetings are planned for the curreat, Yfour have already been held at 19
March 2013. To ensure that the Directors be prehalethe documents and information on the
facts taken into consideration by the Board areé &ethem via e-mail in reasonable advance (at
least two days in advance, a term which, save ffgencies, is usually met) before the date of

the meeting.

The Board of Directors holds the power to (i) pa®eh, sell or exchange company branches,
and companies for amounts in excess of Euro 5amilind (ii) the power to furnish guarantees
and endorsements for amounts in excess of EurollmiThese powers, or the following
powers, cannot be delegated to individual directors
a) examination and approval of company strategic,imss or financial plans or those
relating to the Cairo Communication Group, and la&gumonitoring of their
implementation;
b) Group’s system of corporate governance and streaad, specifically, definition of
the nature and level of risk consistent with thratsigic objectives of the Issuer;
c) granting or revocation of powers to managing does;t
d) examination and approval of (i) extraordinary temi®ns, and (ii) transactions

involving a potential conflict of interest.
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The Board of Directors has also identified the digant transactions which may only be

reviewed and approved by the Board.

Such transactions have been identified and defistgting with the term “transaction” which

has been taken to mean:
i) disposals of intangible assets or property, pladteguipment, even those with no
related cost or payment;

i) granting of either temporary or permanent rightkatieg to intangible assets

(trademarks, brands, copyrights, databases, etc.);

iii) provision of work or services;
iv) granting or obtaining finance and guarantees (dioly letters of patronage);
V) any other action pertaining to property rights.

Significant transactions are those that must belaed to the market in accordance with art.
114 of the Consolidated Finance Act, by their matuprocedure or the nature of the
counterparty, or those with a value of over Eu® million. The signing of advertising sales
contracts, the Company’s typical activity, is neeced a significant transaction if it does not
involve cost commitments or other financial comnatits beyond the granting of a percentage

of the revenue generated by the contract to theéanmeher.

With regard to self-regulation, these transactiaresthe responsibility of the Directors and as
such are subject to prior approval by the Boar®ioéctors. If it is not possible for the Board

of Directors to meet, for reasons of time pressoreother particular circumstances, the
Chairman of the Board of Directors of the Compaaw carry out the transaction pending the

approval of the Board of Directors which would threeet at the earliest possible opportunity.

Even significant related party transactions - ascdbed below in paragraph 1Ré&lated party
transaction$ - are reserved to the exclusive competence ofBbard of Directors of the

Company and cannot be delegated.
During the year, the Board:

- evaluated the appropriateness of the organizatiaaahinistrative and general accounting
structure of the company and of its strategicathpartant subsidiaries (based on their
contribution to Group profits and revenue, Cairdt&@ S.p.A., Cairo Pubblicita S.p.A.

and Cairo Publishing S.r.l.), with particular refiece to the internal control and risk
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management system and the management of conflfciat@rest; such valuation was
undertaken on the basis of information and evidegathered through investigation
performed by the Control and Risk Committee andubgh contribution by Company

Management and the internal control manager,

- evaluated the general management trend, takingcplant account of information received

from the bodies responsible, in addition to conmariesults achieved with forecasts.

At its meeting on 10 May 2012, the Board of Dire@stoarried out an evaluation on the size,

composition and role of the Board of Directorslitamd of its committees, noting that:

- the size of the Board of Directors (eight membarserms of the bylaws requirement of
between five and eleven members) appears reasonakileg into consideration the size

and nature of corporate activities;

- the composition of the Board of Directors, consiugrthat the three executive directors,
with specific experience in company management,ainghom in finance, are supported
by five non-executive directors, of whom three mm#ependent, two are lawyers and two

are chartered accountants, is appropriate;

- the role of the Board of Directors and its Comneiteas shown in the above table, appears
consistent with the size and nature of corporatésiies with sufficient delegation of

powers granted to the Chairman and to one otherutive director.

The Meeting did not authorize, generally or preixahy, derogations to the non-competition

clause provided for by art. 2390 of the ItalianiOGode.

4.4 Management

Given the size of the Group and Parent, the maagtuwive and managerial powers, except
those to (i) purchase or relocate company branchesmpanies for amounts in excess of Euro
5 million and (ii) to provide guarantees of eveigdto third parties and for amounts in excess
of Euro 2 million, without prejudice, in any cade,the competences of the Board regarding
significant transactions as identified by the Boamdd mentioned above, and regarding
significant transactions with related parties, emgrusted to the Chairman Urbano Cairo, who is
the main person in charge of defining corporatatsgies and management (chief executive

officer).
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Director Uberto Fornara is entrusted with the reseand development of activities regarding
the sale of advertising space and/or advertisirakdrage (except for initiatives requesting
commitments and obligations by the Issuer), managerof the development of advertising
sales, in accordance with the guidelines approwedhe Board or by the Chairman, and

management of staff and the sales network invoivedivertising sales.

Director Marco Pompignoli is responsible for ovelisg and supervising the Group’s
administration, finance and management controltfans, which include the power to manage
and coordinate the activities of staff working hese areas and to coordinate the activities of
the Issuer’s legal and tax consultants, in any,dasaccordance with the instructions given by

the Chairman and promptly informing the Board.

The Chairman is also the controlling shareholde€Cairo Communication. He does not hold

the position of director in any other issuer, th@me excluding cases of interlocking directorate.

The delegated bodies provide appropriate and reguofarmation every three months to the

Board and to the Statutory Auditors. There is necexive committee.

4.5 Other executive directors

There are no other executive directors. None of rthe-executive directors i) are CEO or
executive chairman in a subsidiary of strategievahce of the Issuer or ii) hold executive

positions in the Issuer or in a subsidiary of smat relevance or in the Parent.

4.6 Independent directors

Marco Janni, Roberto Rezzonico and Mauro Sala agdependent directors, appointed as

mentioned earlier by the shareholders at their imgein 28 April 2011.

Following their appointment, during the meeting3®May 2011, the Board of Directors and

Board of Statutory Auditors verified that they ntké requirements to be deemed independent
directors, pursuant to art. 148, paragraph 3, latiie Decree no. 58 of 24 February 1998, and
to the subsequent requirements of the Corporatee@amnce Code issued by Borsa Italiana
S.p.A. Specifically, regarding the requirementsirafependence of directors Marco Janni and
Roberto Rezzonico (who have been directors of tmepany for more than nine years out of the

last twelve) and of Mauro Sala (who has been siptududitor of the company for more than
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nine years out of the last twelve), formally acktexging the opinion expressed, upon the
Company’s request, by Professor Matteo Rescignlh pfofessor of commercial law at the
University of Milan), with the abstention of therpens involved, given the persistence of the
requirement of independence under art. 148, pashgdaof the TUF, and non-recurrence of the
most typical cases regarding absence of indeperdested in application criterion 3.C.1 of the
Corporate Governance Code (letters from a) toxvet for sub e), given the non-binding nature
- for the purposes of attributing the requiremesftindependence — of the application criteria,
considering in general terms the absence of obgand unambiguous elements proving the
existence of particular relations with the Issuemih subjects linked with the Issuer (such as
the majority shareholder, etc.) and, in particular:
0] the absence of commercial, professional or persoglations between Marco
Janni, Roberto Rezzonico and Mauro Sala, on thesae and the Issuer, and
companies belonging to the same group and the allingr partner, on the other,

and

(ii) the acknowledged professional and moral qualitieshe directors in question,

renowned professionals with their own businesses;

(iii) the low incidence of remuneration decided by thar&holders to the Board of
Directors, which includes remuneration for the jogwation of certain directors in
the committees as per law and the bylaws, withaesip the overall amount of the

fees of these directors;

(iv) given also the interest of the Company to stillilbitself of the directors’ specific
experience and in-depth knowledge of the Compamy®r workings gained

during their term in its various bodies,

confirmed the persistence of the requirement oéfrethdence of the foregoing directors (the
Board of Statutory Auditors had formally acknowledgthe decision and verified the proper
application of the criteria adopted by the Boardafectors to assess the independence of its

members).

At its meeting on 10 May 2012, the Board asses$md existence of the independence
requirements for each of the above directors. htiqudar, after hearing the parties involved, and
deeming that in 2011, no elements had emergedauth change the assessment made with the

decision of 3 May 2011, confirmed — with the pastiavolved abstaining from the vote - the
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existence of the independence requirements of toiredviarco Janni, Roberto Rezzonico and
Mauro Sala.

The Board of Auditors formally acknowledged andified the correct application of the criteria
adopted by the Board of Directors to evaluate tidependence of its members.

The number of independent directors and their foncare deemed appropriate in relation to the
size of the Board of Directors and the Company'sividies, and such as to allow the
establishment of the Remuneration, Control and BRisk Related Party Committees (for further
information, see 8§ 8 and § 10 and § 12 below).

During the year, the independent directors, in @aldito meeting regularly as members of the
Related Party Committee, held informal discussmmsarious occasions without reporting any

situation requiring clarification or further dis®isn.

It was not deemed necessary to request from thasetats who, in the lists for the
appointment of the Board, indicated their adequaayualify as independent, a commitment to
maintain independence during their term of officed,awhere appropriate, to resign since,
under the bylaws, each independent director whdlowWing appointment, loses the

independence requirements, is removed from office.

4.7 Lead Independent Director

Considering that the Chairman of the Board of Owet is, in effect, the main person
responsible for the management of the company f(etiiecutive officer) and in addition is the
controlling shareholder of the company, the BodrDicectors elected an independent director,
Marco Janni, as Lead Independent Director, to wimam-executive directors report, for an
increased contribution to the activities and rdléhe Board. The Lead Independent Director
cooperates with the Chairman to guarantee thalitbetors receive a complete and timely flow
of information. In addition, he has the power td,a@hether autonomously or on the request of
other directors, appropriate meetings of independiectors for the discussion of issues
deemed of being in the interest of the role of Baard of Directors or of the management of

the company.
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5 Treatment of privileged information

Under the provisions regarding treatment of priyéé information, the Company established a
register of persons (physical persons, legal estibr associations) who, through their work or
professional dealings or the function they carry oo behalf of the Issuer, have regular or
occasional access to privileged information (&BR-bis), which is constantly updated (art. 152-

ter). All relevant persons have been fully infornadmbut the establishment of this register.

The Company also enacted the regulations whichreplacement of the self-regulation

included in the Code of Conduct on Insider Dealipigces strict disclosure obligations on

“relevant persons” of listed companies in relattonshare trading carried out by them or
persons closely linked to them. In addition, themany banned “relevant persons”, with

binding effect, from trading in Company shares etated financial instruments, being

purchase, sale, subscription or exchange, eitmecttl or through a third party, during the 15

days ahead of any meeting called to approve thanfilal statements for that period. The
exercise of stock options or option rights relatitog financial instruments (in any case,

currently not in progress) is not included in trenbThe sale of shares derived from stock
option plans, including sales carried out as phthe exercise of options, is also exempt. The
restrictions, however, do not apply to exceptiositdations which are subjectively necessary
and appropriately motivated in the interest of @menpany.

The Company also has a procedure in place forrnatenanagement and the publication of
documents and confidential information, particylgstice sensitive information governed by

the following directives:

a) Confidential information (Information) is taken toean every piece of information and
news which relates to Cairo Communication S.p.he €ompany) and its subsidiaries,
both direct and indirect (the Cairo Group) whicm@ in the public domain or is by its
nature confidential or of exclusive pertinencehlte Cairo Group. Even if expressed as
a personal opinion, a piece of information whichuldoaffect the price of Group
company financial instruments if made public (ijgrice sensitive) is deemed

Information.

b) The management of Information is the sole respditgibf the Company Chairman. In
particular, the communication of Information to Goh, the Communications
Regulatory Authority (Agcom), Borsa ltaliana S.p.fhe media, press agencies, public

relations consultants, financial analysts, joustaliand any other administrative or
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regulatory authorities overseeing the activitieshaf Cairo Group must be carried out
exclusively by the Company Chairman directly orasionally through representatives
chosen by him. All Directors and members of the rdoaf Statutory Auditors must

show the utmost discretion in relation to Inforroatiacquired while carrying out their

duties and must respect Company procedures relatitinge publication of Information.

c) Directors are responsible for the secrecy of docuatmn given to them in advance of
meetings of the Company Board of Directors. In aage, Directors must exercise

discretion in relation to Information acquired vehflerforming their duties.

d) The Chairman takes all measures necessary to etsirglanagement and other Cairo
Group employees do not transmit Information to dhparties if not by law or
regulation, and in respect of market best practicesrder to ensure that discretion is

exercised in relation to Information acquired whikrforming their duties.

e) Should a Director be bound to disclose a piecenfdrination by the civil or legal
authorities, he must communicate this to the Chairimmediately unless otherwise

bound by law or the relevant authority.

f) Further to the provisions relating to the publicatdf Information, in order to transmit
any other information to third parties, or to pshlian interview to the media that
relates partially or completely to the Cairo Gro@mmpany Directors and Statutory

Auditors must obtain specific prior approval of tBeairman.

6 Board of Directors’ Committees

The Board of Directors has set up three commitegdsn the Board itself — the Remuneration
Committee, the Control and Risk Committee and tb&ated Party Committee (see section 12

below).

7 Appointment Committee

The Board of Directors had at the time decided taoproceed with the formation of an
Appointment Committee, as it was confirmed that tbstricted composition of the Board of
Directors is in a position to carry out the funaosoof the Appointment Committee.

Accordingly, an Appointment Committee has not bigmed.
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It must be noted that the amendments made to thpo€iie Governance Code in December
2011, which affect the composition of the BoardDafectors or its committees, including the
amendment to the 5.P.1 principle (formation of Ampointment Committee), are applied as
from the first renewal of the Board of Directordidaving the end of the period which started in

2011. Regarding the company, renewal will take @iac2014.

8 Remuneration Committee

On 3 May 2011, the Board of Directors appointed atohree-year period, until approval of the
financial statements at 31 December 2013, the memtfethe “Remuneration Committee”,
composed of non-executive directors Antonio Magmalta, Chairman, Roberto Rezzonico
(independent) and Marco Janni (independent). RolRReizzonico has adequate experience in
the accounting and financial area.

The Remuneration Committee has advisory and prdpesking functions for the Board of

Directors, specifically:

- formulation of proposals to the Board of Directoggarding remuneration to executive
directors, of other directors with particular respibilities and of key management

personnel;

- to periodically evaluate the adequacy, overall iaacy and application of the general
policy adopted for remuneration to executive dimest of other directors with
particular responsibilities and of key managemeetsgnnel, using for the latter
information furnished by the managing directorsd darmulating proposals to the

Board of Directors on the matter;

- to formulate proposals to the Board of Directors femuneration to the managing
directors and to other directors with particulaspensibilities, and to set performance
targets related to the variable component of remaiioe, by overseeing the application
of the decisions adopted by the Board, verifyimgparticular, actual achievement of

the performance targets;

- to periodically evaluate the criteria adopted femuneration to key management
personnel, in addition to overseeing the applicatibany stock option plans (there are

no plans underway to date), on the basis of inftionaprovided by managing
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directors, and to provide the Board of Directorsthwirelevant general

recommendations.

To execute its functions, the Committee has thegodw access the required information and
corporate functions and to make use of externaswtents, in accordance with the terms set by
the Board of Directors. The Committee is assistgd Isecretary appointed for such purpose

(Marco Bisceglia), who records the minutes of theetings.

The functioning of the Remuneration Committee ivegned by a policy approved by the
Board of Directors. The meetings of the Remunena@ommittee were generally not attended
by the Chairman of the Board of Statutory Auditorother auditor delegated by the Chairman;
these bodies formulated their opinion on propogpalsforth by the Remuneration Committee

within the Board of Directors.

The Board of Directors has made financial resouaseslable to the Remuneration Committee

for the execution of its functions.

In 2012, the Remuneration Committee met twice, dbout 1 hour and with all members
attending. On one occasion - after suspension efrbeting of the Board of Directors — its

members held informal talks to refer their opinforthe Board of Directors.

At least two meetings are scheduled this year.

On 3 May 2011, the Board of Directors allocateddE2@ thousand as annual remuneration to
the Remuneration Committee and Euro 2 thousartuetgecretary.

9. Directors’ Fees

The general policy for directors’ fees is illusgdtin the Remuneration Report, prepared
pursuant to art. 123-ter of the TUF, and will bérsitted to the Shareholders at their meeting

held to approve the 2012 financial statements,lizhvreference is made for all the details.

At its meeting on 19 March 2013, the Board of Dioes established a general remuneration
policy for the year 2013 (illustrated in Sectiomfl the Remuneration Report) for executive
directors, other directors with particular respbilgies and key management personnel, which

sets out, among other things, the guidelines fer th

a) balancing of the fixed and variable components wétard to strategic objectives and

company risk management policy, and ceilings foialde components,

50



b) appropriateness of the fixed component for a dirétduties, should the performance
targets indicated by the Board of Directors notrbet and the resulting variable

component not be paid,

¢) measurability of performance targets and conneaifaiiese targets to the creation of

value for shareholders in the medium-long-term,

d) deferral of part of the variable component, coesistvith the risk profiles associated

with the company's business.

Incentivized remuneration criteria have graduakyet introduced over the years for executive
directors and key management personnel, in ordease a sizeable portion of their fees on the
achievement of specific performance targets presljoset and determined, consistent with the
guidelines held in the general remuneration pobciopted by the Board of Directors, as

described in the Remuneration Report.

Directors’ fees for the year 2012 are illustratedSection I, Part Il of the Remuneration

Report.
Marco Pompignoli is also the Financial Reportingridger.

No incentive mechanisms have been introduced feririternal control manager and for the

Financial Reporting Manager.

There are no share-based incentive plans in pltadavour of executive directors and/or key

management personnel.

Remuneration to non-executive directors is not hase company performance. They do not

receive any share-based incentive plans.

There are no agreements in place between the Congpahthe directors for any indemnity in
the event of resignation or unjust dismissal, orthie event their employment relationship

ceases following a takeover bid

Agreements are in place between the Company anddJBernara for payment of an annual
remuneration equal to 150% solely of his grossrgdla his capacity as director, which will
become effective upon termination of his relatiopgirior to non-competition commitments in

the year following termination of his employmentiwihe Company.
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10 Control and Risk Committee

On 3 May 2011, the Board of Directors appointedddhree-year period (until approval of the
financial statements at 31 December 2013) the memtfethe Control and Risk Committee
(former Internal Control Committee), composed oh+xecutive directors Roberto Rezzonico
(independent), Chairman, Mauro Sala (independerd) Antonio Magnocavallo. The Control

and Risk Committee, in accordance with the Corgot@dvernance Code, is currently formed

of non-executive directors, the majority of whore ardependent.
Roberto Rezzonico has appropriate experience ia¢heunting and financial area.

The role of the Control and Risk Committee is tovinle an early opinion to the Board of

Directors in order to:

i) define the guidelines of the internal control aigk imanagement system, so that the
main risks affecting the Company and its subsidirare correctly identified and
appropriately measured, managed and monitored;nigiag the level of compatibility
of such risks with management of the company thatansistent with the strategic

objectives;

i) assess, at least annually, the adequacy of thenateontrol and risk management

system with respect to the nature of the Compasyisk profile and its effectiveness;
iii) appoint an executive director to supervise the ater of the internal control system;
the Committee also

iv) evaluates, together with the Financial Reportingiddger, after hearing the Audit Firm
and the statutory auditors, the proper applicatibaccounting policies, and in the case

of groups, overall consistency of the consoliddileancial statements;

V) expresses an opinion on specific aspects relatnthe identification of the main

corporate risks;

vi) examines the periodical reports on the evaluatibrihe internal control and risk
management system, and those of particular relevarepared by the internal control

manager;

vii) monitors the independence, adequacy, effectiveaesk efficiency of the internal

control function;
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viii) may request the internal control function to perfassessments on specific operating

areas, providing immediate notice to the Chairmfath@ Board of Statutory Auditors;

iX) reports to the Board of Directors, at least evéryr®onths, on the date of the approval
of the financial statements and of half-year repah their activities carried out and on

the appropriateness of the internal control arkdirianagement system.

To ensure correct performance of its duties, then@ittee has the power to access all
necessary corporate information, in addition to enage of external consultants, in accordance
with the terms established by the Board of Dirextdihe Committee is assisted by a secretary

appointed for such purpose (Marco Bisceglia), weaords the minutes of the meetings.

In 2012, the Control and Risk Committee met 4 timdmutes of the meetings, lasting for
about 3 hours, were recorded. Five meetings aredsitéd this year, two have already been
held at 19 March 2013.

The meetings were generally attended, upon ingitatby the Chairman of the Board of
Statutory Auditors, or another of its members, épresentatives from the Audit Firm, by the

Executive Director in charge of the internal cohttgstem and by the internal control manager.

The operation of the Control and Risk Committegyaserned by an appropriate regulation
approved by the Board of Directors. The Board ofebliors provides the Committee with

sufficient resources to fulfill its duties.

During the above activities, and based on the tepmgceived from the internal control
manager, no facts of particular relevance emerded heeded to be reported and the

Committee deemed the internal control system amlegipropriate.

On 3 May 2011, the Board of Directors allocatedd=2@ thousand as annual remuneration to
the Control and Risk Committee and Euro 2 thougarits secretary.

11. Internal control and risk management system

Purposes and aobjectives

The internal control and risk management systeth@fCairo Communication Group consists
of a set of rules, procedures and organizationaicstres, which, through an appropriate
process of identification, measurement, manageraedt monitoring of major risks, ensures

that financial information is fair, accurate, réli@a and timely.
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The reference model adopted by the Group for thementation of its internal control system
complies with domestic and international best pcastand with the indications set by the laws
and regulations Cairo Communication is requireccamply with as a company listed on a
regulated market, such as in particular law 2628280d consequent articles 154-bis and 123-
bis of the Consolidated Finance Act and Legislabeéeree 195/07 (“Transparency Decree”) as

well as the Corporate Governance Code of Borsiatia) to which Cairo conforms.

The system has been designed and implemented fotidive guidelines issued by a number of
sector bodies regarding the activities performed thg Financial Reporting Manager,

specifically:
- Position Paper Andaf “Financial Reporting Manager”;
- Position Paper AllA “Law no.262 on the ProtectidrPoiblic Savings”;

- Confindustria guidelines “Guidelines for the fuwets performed by the Financial

Reporting Manager pursuant to art. 154-bis TUF".

The Board of Directors, assisted by the Control Rk Committee:

- has defined the guidelines of the internal condirad risk management system, so that
the main risks affecting the Company and its subsib are correctly identified and
appropriately measured, managed and monitored;nli@iag the level of compatibility
of such risks with management of the company thatansistent with the strategic

objectives;

- has defined, in the frame of the definition of #teategic, business and financial plans,

the nature and level of risk consistent with theipany’s strategic objectives;

- i) has assessed, at least on an annual basiadétpiacy of the internal control and risk
management system with respect to the nature o€tdmpany, its risk profile and its

effectiveness.

The Board of Directors, upon proposal of the divedh charge of the internal control and risk
management system and the favorable opinion ofQbetrol and Risk Committee, after
hearing the Board of Statutory Auditors, appoimtd eevokes the internal control manager, and
sees that the manager is adequately resourcedftorpeluties, and defines the manager’s fees

consistent with corporate policies.
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Over the past financial years, the Group has sepditicy lines of the internal control system in
order to rationalize the overall system by mapgng classifying subjects involved, organize
the main reporting flows within the Group and ezpte the responsibilities and areas of

activities taking place.

The evaluation of the internal control and risk agement system is regularly conducted to

verify its ability:

- to react to significant situations of risk in a &ty manner, ensuring appropriate control

mechanisms;

- in terms of corporate processes, to guarantee propiiate degree of segregation of
duties between operating functions and control tions to avoid conflicts of interest

in the responsibilities assigned;

- in terms of the operating activities and accountimgl administrative activities, to
guarantee systems and procedures that assure dheatecrecording of company and
management events, in addition to the provisiometiible and timely information,

both internal and external to the Group;

- to provide for methods to ensure the timely comrmation of any significant emerging
risks and anomalies in control to the appropriateup Management, and to enable the

identification and timely execution of remedies.

Main characteristics of existing risk management and internal control system in relation to
thefinancial reporting process (pursuant to art. 123 bis, paragraph 2, letter b), T.U.F.)

Stages of the existing system of risk managemehinégrnal control system in relation to the

financial reporting process

The risk management and internal control systemrelation to the Group's financial
information is mainly based on the application amshitoring of relevant corporate procedures

for the purposes of the preparation and disclostifmancial information.

Specifically, the internal control system is spiit into the following stages:

a) Identification and evaluation of risks relatedihancial information;
b) Identification of controls upon identificatior sks;
c) Evaluation of controls upon identification o$ks.
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The evaluation procedures and instruments useldeb¢toup are periodically subject to review
processes aimed at the verification of their silitgtand function as compared to the corporate
reality, which is by its very nature mutable. THere, where possible, an information flow has

been put in place in order to maintain, updateiammove system quality.

a) Risk identification and evaluation for financiapating: the identification of both the

scope of the entries and their “significant” pra@sin terms of potential impact on
financial reporting, and of the risks consequerdng missed control objectives, comes
about by way of a quantitative analysis of the fiicial statement items and a

qualitative evaluation of the processes.

The quantitative analysis, aimed at the identifmatof the relevant entries, is
performed through the application of the concept‘'rofiteriality” to the combined

items in the trial balance of the Cairo CommunmatGroup. The materiality threshold
was determined as a fixed percentage in compliaittethe indications in article 2621
of the Italian Civil Code (replaced by Law no. 2828 December 2005).

Once the significant accounts have been identiftedugh the account-processes

combination, the significant processes are theiindisished.

The qualitative analysis, through the evaluationtld significance of the business
processes and of their level of complexity, intéggathe quantitative analysis,
determining the inclusion or the exclusion of thegesses in regard to the scope of

reference.

For each process identified as significant, theectlaen also identified specific process
risks, which in the event of their occurrence, vdocbmpromise the achievement of the
objectives connected to the system: that is to #agse of accuracy, reliability,

credibility and timeliness of financial reporting.

The financial reporting manager reviews the definiof the scope of reference at least
annually and also, each and every time that elesneritich might change the analysis

performed in a significant manner, are manifested.

b) Identification of the controls corresponding to ftentified risks:the identification of

the controls necessary for the mitigation of theeamined risks is performed

associating the risks identified to the relativatcol objectives, meaning the group of
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objectives that the financial reporting controlteys intends on achieving in order to

ensure a true and correct representation.

The controls established have been formalized énaidpecific matrix (“Matrix of risks

and controls”).

c) Evaluation of the controls corresponding to thentidied risks the evaluation of the

administrative and accounting control system isegerformed at least annually.

The valuation of the suitability of the actual d@pation of the controls is performed
through specific verification activities, aimed gwaranteeing the programming and
implementation of the identified controls, uponigadion and coordination on the part

of the financial reporting manager.

Each test, with its respective outcome, is docueetbly way of the formalization of a

schedule and filing of the figures.

Based on the results of the verification work, fimancial reporting manager, with the
aid of the support staff, defines a remedy plaasto correct any deficiencies that may
impact negatively on the effectiveness of the msknagement and internal control

system in relation to financial reporting.

At least annually, the financial reporting managenfers with the Control and Risk
Committee and the Board of Statutory Auditors aathimunicates with the company
supervisory boards, regarding the methods with wttie suitability evaluation and the
application of the controls and administrative camting procedures have been
conducted, then expressing his own evaluation erstlitability of the administrative -

accounting control system.

Roles and functions

The subjects involved in the internal control aistk management system, each with their own

specific role, are:

1. the Board of Directors, which guides and assedseadequacy of the system, identifying

within the system:

() the director in charge of the formation and ntexiance of an effective internal
control and risk management system (the “direatarhiarge of the internal control

and risk management system”), and
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(i) the Control and Risk Committee, in charge o$isilg, through appropriate
preparatory work, the assessments and decisiontheofBoard of Directors
regarding the internal control and risk managenmydtem, as well as those

regarding the approval of periodical financial ngpp

2. The internal control manager, in charge of vendyithat the internal control and risk

management system is working properly and adegyatel

3. other roles and functions with specific tasks rdgay internal control and risk

management,

4. the Board of Auditors, which monitors the effectiess of the internal control and risk

management system.

Art. 154-bis of the Consolidated Finance Act pr@ddfor the presence, in the corporate
organization of listed companies, of the “FinandRéporting Manager”, appointed by the
Board of Directors in concert with the Managing dditor. The Manager is responsible for
planning, implementing and approving the accounting administrative control model, and
for assessing its application, issuing a certifica half-year, annual and consolidated financial

statements.

The Manager is also responsible for preparing aatequadministrative and accounting
procedures for the formation of the separate ambaaated financial statements, and for
providing subsidiaries, considered as significantities for the preparation of the Group’s
consolidated financial reporting, with instructioms how to perform an appropriate evaluation
of their accounting control system.

Overall evaluation of the appropriateness of the internal control and risk management
system

Based on the information and evidence gatheredviitig preliminary analysis conducted by
the Control and Risk Committee, supported by Mansge and by the internal control
manager, the Board of Directors deems the intarmatdrol and risk management system to be,
as a whole, appropriate for allowing, with reasdeassurance, achievement of the Company's
objectives.
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The evaluation, as it refers to the overall intemait system, is by nature limited. While well-
structured and in operation, the internal audittesys is designed only to guarantee
accomplishment of corporate objectives with “readie assurance”.

11.1 Executive director in charge of the intercmitrol and risk management system

Marco Pompignoli, executive director, is resporsilibr overseeing the operation of the

internal control and risk management system. l22@e was responsible for:

- identifying main corporate risks (strategic, openadl, financial and compliance), taking
account of the nature of the operations carriedbyuthe company and its subsidiaries, to

submit them for the review of the Board of Direstor

- executing the policies as identified by the BoafdDirectors, including their planning,
realization and their management by the internaltrob system, constantly monitoring

their overall appropriateness, effectiveness afidieficy,

- adapting the system to the dynamics of the opeyatonditions and to the legal and

regulatory framework.

The director in charge of the internal control aigk management system has requested the
internal control manager to perform assessmentgthenmain areas of operations and on
compliance with company rules and procedures in d¢kecution of business operations,
informing the Chairman of the Control and Risk Cadittee and the Chairman of the Board of

Auditors and reporting to the Control and Risk Cdttee on the findings.

11.2 Internal control manager

The role of internal control manager is carried bytan external professional, Ezio Micheli,
appointed at the end of 2007 on the proposal mgdbebexecutive director responsible for the
internal control system and taking account of thaion of the Control and Risk Committee,

who reports to the Control and Risk Committee anthé Board of Statutory Auditors.

The Board of Directors has assigned the internatrobmanager the responsibilities foreseen
by the Corporate Governance Code and has defiredehiuneration, in line with corporate

policy, providing him with the appropriate meandutill his duties.

The Board of Directors has verified that this perpossesses the necessary professional and

independence requirements to perform such functioparticular, he is not in charge of any
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operating area and is not subordinate to any peirsaharge of operating areas, including

administration and finance.

The internal control manager has been allowed ta&ecess to all useful information for the
performance of his duties and has reported onditigitées to the Control and Risk Committee
and to the Board of Statutory Auditors and to tkeceitive director responsible for overseeing

the operation of the internal control system.

In 2012, the activities of the internal control ragar mainly focused on verifying the updating
and implementation process of corporate procedittess a member of the Supervisory Board

pursuant to Legislative Decree 231/2001, as inditat section 11.3 below.

The internal control manager, also assisted bylata external consultants, experts in these

areas, made available to the Company:

« verified on a continuous basis (not having reporpdcific needs) the operation and
adequacy of the internal control and risk manageérmsgstem through an audit plan,
based on the structured analysis and ranking of fk&ls and the reliability of

information systems, including the accounting syste

« regularly referred to the Control and Risk Comnafteluring the meetings of the
Committee, also attended by the Chairman of therdBo& Statutory Auditors and the
director in charge of the internal control and rislanagement system, providing
appropriate information on the tasks performedyisk management procedures, and
compliance with defined plans for risk mitigatioas well as an opinion on the

adequacy of the internal control and risk managemsgstem.

11.3 Organizational Model pursuant to Legislative Dec28&/2001

On 31 March 2008, the Board of Directors adoptddodel for organization, management and
control pursuant to Legislative Decree 231/2001gébizational Model), thereby providing

itself with a set of principles of conduct and prdares to comply with the requirements of
Legislative Decree 231/2001, both in terms of thevention of crime and illicit acts, and in

terms of control measures to ensure implementatfche Model itself. A similar model was

also adopted on 13 November 2008 by the subsidiati@iro Pubblicita S.p.A. and Cairo
Editore S.p.A.

As part of the activities for verifying the applitcn and updating of its Organizational Model:
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0 in 2009 the Supervisory Board deemed it approptiatpropose the updating of the
Model to add, in the general and special sectianspecific part involving crimes
regarding handling of stolen goods and money latingeand one involving computer

crimes, which had been left out in the originalsien;

0 in 2012, the Supervisory Board deemed it appropriatpropose the updating of the
Model to add, in the general and special sectiarspecific part involving copyright
crimes under law 633/1941 (art. Bbvies,Legislative Decree n. 231/01), which had

been left out in the previous version.

At its meeting on 10 May 2012, the Board of Direst@pproved the new Model, which

acknowledges the changes.

The Organizational Model adopted is made up oftaoBerinciples, rules and organizational
hierarchies relating to the management and coafrobrporate activities and is presented in an

explanatory document which:
- identifies the activities in which crimes could bommitted;

- provides for specific rules directed at plannthg formation and performance of corporate

decisions relating to crimes to be prevented,;
- identifies methods for the management of findn@sources directed at crime prevention;

- provides for the provision of information to thedy deputized with oversight of the operation

and observation of the models (Supervisory Board);

- introduces a disciplinary system directed at phimg failure to respect measures identified by

the Organization Model.

The Organizational Model adopted provides for thespnce of a corporate body responsible
for assuming the functions of a control body (Swuisery Board) with autonomous
responsibilities for the supervision, control amitiative related to the Model, composed of
three members who must be selected from personsmdhgroven abilities in inspection,
management, administration and legal matters, ammb wnust also possess minimum

requirements of professionalism and integrity.

Specifically, the Supervisory Board verifies tHage tompany has an appropriate Organizational

Model in place and ensures it is effectively catrait, certifying its own effectiveness whilst
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carrying out its functions, ensuring the progressipdate, thus guaranteeing constant process

of adjustment to the above-mentioned operatingaratganizational principles.

In 2012, the members of the Supervisory Board afacC&ommunication S.p.A. were Ezio

Micheli, internal control manager, Giacomo Leond Muarco Bisceglia, Chairman.

11.4  Audit Firm

At their meeting on 28 April 2011, upon proposal iy Board of Statutory Auditors, the
Shareholders conferred the audit engagement fo2@d-2019 nine-year period to KPMG

S.p.A., approving the relevant fee.

11.5 Financial Reporting Manager

The Board of Directors appointed Marco Pompign@lhief Financial Officer of the Cairo
Communication Group, as the Financial Reporting &fgm. He has the appropriate
professional requirements (graduate in businessrestnation, previously working for a major
audit firm, gaining significant experience in ItaBnd abroad, and a certified accountant
registered in Forli). Marco Pompignoli, as boardmhber of the company, is provided with
executive and management powers to oversee thenathaiion, finance and management

control functions of the Group the Issuer is pért o

11.6 Coordination among parties in the internal conaimdl risk management system

Regarding coordination among the various partie®lired in the internal control and risk

management system (Board of Directors, directochiarge of the internal control and risk

management system, Control and Risk Committee,rnatecontrol manager, Financial

Reporting Manager, Supervisory Body and Board akuBory Auditors), the meetings of the

Control and Risk Committee are generally attendgal lay the:

- Chairman of the Board of Auditors,

- partner or senior partner of the Audit Firm,

- director in charge of the internal control and riskanagement system, Marco
Pompignoli, who is also the Financial Reporting ldger,

- the internal control manageEzio Micheli, who is also member of the Supervisory
Body.
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Furthermore, the Board of Statutory Auditors ane 8upervisory Board schedule a specific
joint annual meeting also attended by the diregtocharge of the internal control and risk
management system and the partner or senior paofhére Audit Firm to take stock of
activities performed during the year, to plan thfigethe following year and to jointly discuss
any issues of common interest from their respeaieas of competence.

In any event, during the year, information is coun#lly exchanged between the Board of

Statutory Auditors and the Supervisory Board.

12 Related party transactions

Consob, through Resolution no. 17221 of 12 Marchi020amended through subsequent
Resolution no. 17389 of 23 June 2010, adopted,upntsto art. 2391-bis of the Italian Civil

Code, and to articles 113-ter, 114, 115 and 15%fethe TUF, the regulations regarding
provisions pertaining to related party transactiadnswhich management bodies of issuers of

widely distributed securities must comply (tHeegulation”).

At its meeting on 11 November 2010, the Board akblors of Cairo Communication S.p.A.,
upon the favorable opinion of the independent dine; adopted the procedures for related
party transactions (the “Procedures”), for the psg of guaranteeingstibstantial and
procedural transparency and fairness of related tpatransaction% carried out by the

Company directly or through its subsidiaries, dithing a Related Party Committee.

Pursuant to the Regulation, Cairo Communicationoissidered a “small company”, since its
assets and its revenue shown in the consolidataddial statements at 31 December 2011, are
lower than Euro 500 million, amounting respectiveyapproximately Euro 193 million and to
approximately Euro 282 million. For such companidise Regulation provides for the
possibility to “apply to transactions of greaterpiontance, as a waiver to art. 8, a procedure

identified pursuant to art. 7 of the Regulatiorraftsactions of lesser importance).

The procedures adopted by the Company, availablevww.cairocommunication.it in the
Corporate Governancesection, to which reference is made for more tgtdiave also
identified:

a) the definition of related parties and transactions;

b) roles and responsibilities;

c) transactions of greater importance, being thosehich at least one of the ratios of

significance (equivalent value relevance ratiogtssand liabilities relevance ratio)
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set out in the Regulation are higher than the ttolelsof 5%, or of 2.5% for
transactions whose purpose is the disposal of giltéen assets of strategic

importance;

d) the exemptions provided in the Regulation and oftgdhe Company, mainly
transactions of smaller amounts (Euro 150,000)uresration plans pursuant to art.
114-bis of the TUF (which comply with the obligai®regarding transparency and
substantial and procedural correctness providedhbytemporary provisions in
force), regular transactions concluded under maegatvalent or standard

conditions and the transactions with and betweésidiaries and/or associates

e) the procedures regarding the preliminary proceedargl approval of related party
transactions and the regulations in cases wheredimpany examines or approves

transactions with subsidiaries;

f) the procedures and timing adopted to provide in&tiom on the transactions, and
the related documentation, to the directors or pedelent directors who express
opinions on related party transactions, as well tasthe management and

independent advisors, before their approval, duaimg) after their execution.

Related party transactions of greater importaneereserved to the exclusive competence of
the Board of Directors and may not be delegated. &ecution of such transactions, as well as
those of lesser importance, is subject to a nodibinopinion of the Related Party Committee,

or of other bodies indicated in the procedures.

In the event one or more transactions are approwmetlyithstanding a negative opinion
expressed by the Committee and/or other bodieCtimepany draws up and makes available to
the public at its main registered office within d&ys from the close of each quarter of the
financial year, a document containing indicatiortled counterparty, of the object and counter
value of such transactions approved in the quaiteeference, as well as the reasons why that
opinion has not been shared. Within the same tinie opinion is made available to the public

in attachment to the above document or on its vwelaivw.cairocommunication.it.

Regarding transactions of greater importance fallinder the competence of the Shareholders,
in the event the resolution proposal is approvetlyithstanding contrary advice by the Related
Party Committee (or by other bodies), the transacts not carried out if the majority of

unrelated shareholders votes against the transactimvided the unrelated shareholders

attending the Meeting represent at least 10% othage capital with voting right (whitewash
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mechanism). For such purpose, in the resolutiopgsal, the Board adds a provision that

specifies that the effectiveness of the transadti@ubject to the foregoing majority.

Related party transactions must comply with trarspey and substantial and procedural

correctness criteria and are executed in the eixelusterest of the Company:

- substantial correctness means correctness of @hedction from an economic
point of view when, for instance, the transfer eriaf goods is in line with
market prices and, more in general, when the tcimsahas not been influenced
by the related party relationship, or at least saldtionship has not determined

the acceptance of conditions that are unjustifigleliyalizing for the Company;

- procedural correctness means compliance with puoesdaimed at ensuring the
substantial correctness of the transaction andefive, observance of the rules
through which it is at least potentially ensuredtttelated party transactions do
not determine any unjustified prejudice to the omasof the Company and its

investors.

At the Board of Directors’ meeting called to reslen such related party transactions,
directors who have even a potential or indireatriest in the transaction must provide prompt
and exhaustive information in person to the Boardhe existence of such interest and on the
circumstances thereof, abandoning the meeting eatmtbment of the resolution. Should the

directors’ presence be needed to maintain the sapesjuorum, the Board may decide, upon

the unanimous decision of the attendants, for thextbrs not to abandon the meeting.

The Regulation also provides for a series of ohibge to inform the public on transactions of
greater importance, as well as for those of legsportance, at least every quarter in the latter

case.

The Committee for the approval of related partysections (hereinafter, th&élated Party
Committe€”), regardless of the importance, is appointedh®yBoard of Directors and can be

composed of three members:

0] otherwise than under the case indicated in tHevfong point (i), its members
are non-executive directors, the majority of whore adependent. In such
case, the Committee may coincide, as it does toaldly,the Control and Risk

Committee;

(i) in the event at least three independent diret¢tave been elected to the Board of

Directors, the members of the Committee are akjshdent directors.
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On 3 May 2011, the Board of Directors appointed thembers of the Related Party
Committee, composed of the three independent diredlarco Janni, Chairman, Roberto
Rezzonico and Mauro Sala, and allocated Euro 20stod as annual remuneration to the
Related Party Committee. The Committee is assistquerforming its duties by a secretary
(Marco Bisceglia), to whom the Board of Directotdoeated Euro 2 thousand as annual
remuneration.

The Committee is required to perform all the tasidicated in the Regulation and in the
procedures. Specifically, its task is to releasenativated opinion on the interest of the
Company (or, if the case, of its subsidiaries) loa éxecution of related party transactions and
on the convenience and substantial correctneserafittons thereto. If required by the nature,
extent and characteristics of the transactionRékted Party Committee may also be assisted
by one or more independent experts of its choitmse fees are paid by the Company, through

the acquisition of specific reports and/or fairnasd/or legal opinions.

The Board of Directors may decide on remunerat@rspecial responsibilities pursuant to art.
2389, paragraph 3, of the Italian Civil Code, te thbommittee members for each transaction it

is required to express an opinion on.

13 Appointment of the Board of Statutory Auditors

Under art. 26 of the company bylaws, the Boardtafu$ory Auditors is appointed on the basis

of lists submitted by the shareholders containimgaaimum of five candidates.
Specifically:

- members of the Board of Statutory Auditors arpaimted on the basis of lists that
must be submitted at the registered office of tken@any within 25 days prior to the

Shareholders’ Meeting called to decide on the apgpuwnt of the members of the Board
of Statutory Auditors, made available to the pubdit the registered office, on

www.cairocommunication.it and in accordance witk tither procedures provided by
law and the regulations, at least 21 days befaaltie of the Meeting. Upon expiry of
the time limit of 25 days prior to the Meeting, tlhe event only one list has been
submitted, or lists submitted by shareholders wigocannected, pursuant to applicable

provisions, lists may be submitted until the foudhy (as set forth in the bylaws)

66



subsequent to such date. In this event, the fonggdi5% threshold (or other minimum

amount set by prevailing laws) is reduced by half;

- lists admitted to the voting are those submittedihgreholders who, either individually
or jointly with other shareholders, represent aste2.5% of the shares entitled to vote in
the ordinary meeting, or other minimum amount sgtGonsob. Ownership of the
minimum stake required for the submission of listdetermined on the basis of the
shares recorded in the name of the shareholdehemldte the lists are filed with the
Company; candidates holding the position of stayuuditor in 5 (five) other listed
companies (excluding their subsidiaries, althoughed) or holding a number of
positions exceeding the cumulative limit prescritbydaw and by Consob, or failing to
possess the requirements of integrity and profeafisim established by prevailing laws,
shall not appear in the lists. Each list shall beoampanied a) by information regarding
the identity of the shareholders who have submittedist, indicating total percentage of
shares held, and by prescribed certification oneargmip of the stake, which may be
submitted also subsequent to filing, provided wittiie time limit set for publication of
the lists; b) by a statement of the shareholddrserahan those who hold, also jointly, a
controlling or relative majority interest, declaginthey have no relationship of
connection, pursuant to applicable provisions; )dbtailed information regarding the
personal and professional qualifications of thedidaites, and a statement with which
each candidate accepts nomination and attestsy omsteresponsibility, that there are no
reasons for ineligibility or incompatibility witthe position, and confirms possession of

the requirements prescribed by law and the bylawghe respective positions.

the chairman of the board of statutory auditdralishe the candidate indicated on top of
the list that has received the second-highest nuwibeotes. The bylaws do not provide
for the appointment of more than one minority statgauditor, nor do they provide for
the possibility of drawing a number of alternatelitars from the minority list to replace

the minority member greater than the minimum resplisy Consob.

- should two or more lists reach a tie, the prevgillist shall be the list possessing the

largest shareholding or, in the event of a tie Highest number of shareholders;

the Group’s bylaws are about to adopt the mandatokys on the appointment of
statutory auditors and their allocation based oa tender equality criterion, in

accordance with the requirements of applicable law.
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14 The Board of Statutory Auditors (pursuant to art 123 bis, paragraph 2, letter d),
T.U.F.)

At their meeting on 28 April 2011 the Shareholdppointed the Board of Statutory Auditors
for a three-year period, until the approval of fimancial statements at 31 December 2013, on
the basis of a single list presented by the maf@reholder, UT Communication S.p.A.
approved with the favorable vote of 75.791% of #iere capital. The Board of Statutory
Auditors comprises three standing auditors, Marawrdvii, Chairman, Maria Pia Maspes and
Marco Giuliani, and two alternate auditors, Mari@aril and Enrico Tamborini, who have
certified that they know of no relative cause oéligibility or incompatibility, and that they
meet the requirements for the position under ctitegyislation and the bylaws, specifically, the
requirements of independence provided by art. Jgagraph 3 of the TUF, and the
requirements of independence provided by industguliations if applicable on account of

business activities performed.

Board of Statutory Auditors
Post Members From Until List (M/m)* | Independence & | ** Number of
per Code (%) | other posts ***
Chairman Marco Moroni 01/01 31/12 M X| 100 14
Standing Auditor | Marco Giuliani 01/01 31/12 M X| 100 12
Standing Auditor | Maria Pia 01/01 31/12 M X| 100 13
Maspes
Alternate Auditor | Mario Danti 01/01 31/12 M X| nla n/a
Alternate Auditor | Enrico 01/01 31/12 M X| nla n/a
Tamborini
Quorum required for the submission of lists at res appointment: 2.5%
No. meetings held during 2012: 5

NOTES:
* This column indicates M/m depending on whetherrttember was elected by the majority (M) or migdfrit) list.

** This column indicates the participation percegéaof statutory auditors to the BoA meetings (riinoés present/n. of meetings
held during their term).

*** This column indicates number of directorshipssatutory auditor positions deemed relevant parguo art. 148 bis of the
TUF.

In 2012, five meetings were held each lasting axprately 2 hours. Five meetings are

scheduled for the current year, one has already belgl.

The Board of Statutory Auditors assessed the imiigrece of its members following their
appointment and then on an annual basis. For #esaments, it based itself, among other
criteria, also on those prescribed by the Corpd@ateernance Code regarding independence of

directors.
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In any event, auditors who, either or on their opeghalf or of third parties, may have an
interest in a specific transaction involving theusr, shall promptly and fully inform the other
auditors and the Chairman of the Board of Direcéar$o the nature, terms, origin and extent of

their interest.

The Board of Statutory Auditors also oversaw thdeppendence of the Audit Firm, verifying
the respect of relevant regulatory requirementgeims of the nature and overall service
provided other than the audit services providetthéoCompany and its subsidiaries by the same

Audit Firm and the entities forming part of its wetk.

In the performance of its duties, the Board of @tay Auditors coordinated its activities with

the internal control manager and with the Contral ®isk Committee, also with the attendance
of its Chairman or other statutory auditor deledatie the meetings of the Control and Risk
Committee. Given the vast knowledge of the Commaroumulated by the statutory auditors and
their wealth of experience in the specific areaspdration of the Cairo Communication Group,
as well as the specific personal and professionakdround of each member of the Board of
Statutory Auditors, it was not deemed necessaryhaee them attend (induction program),
following appointment and during their term of offi initiatives to provide them with adequate
knowledge of the area of operation of the Issulecompany dynamics and evolution, as well as

the relevant regulatory framework

15 Investor Relations

Cairo Communication has set up an appropriate@edati its website, which is easy to find and

easily accessible, in which all important companfgiimation of interest to shareholders is made
available.

To put a communication flow in place with the gextdrody of shareholders, also taking account
of the size of the Company and Group, an apprapfiavestor relations” function has been set
up, managed by Mario Cargnelutti, who is suppoligdop management, particularly in relation

to dealings with institutional investors.

16 Shareholders’ Meetings

The functioning of the Shareholders’ Meeting, itsimpowers, shareholders’ rights and terms
of their exercise are those prescribed by the prons of law and regulations applicable, as

recently amended by Legislative Decree 27/2010rddgg shareholders’ rights.
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Shareholders’ attendance of meetings and theieseptation is governed by the provisions of
law and the regulations. Art 12 of the bylaws stade follows: Shareholders’ attendance of
meetings and their representation is governed bypttovisions of law and the regulations. In
particular, shareholders authorized to cast a votay send notice by electronic means of the
proxies issued pursuant to the prevailing laws, dpcessing a specific section on the
Company’s website according to the procedures toirukicated in the notice of call of

shareholders’ meetings

Considering the current number of participants am@any ordinary and extraordinary
shareholders’ meetings, which has never posed iskyto the rights of expression of any
member in relation to matters discussed, no reiguistrelating to the orderly and functional

operation of the Meetings have been proposed toagproval of the Shareholders.
Voting by correspondence, e-voting and/or votinggsudiovisual links is not envisaged.

Shareholders’ Meetings are an opportunity for infation regarding the Issuer to be
communicated to shareholders, as part of the cbpeaotice relating to privileged information.
In particular, at Shareholders’ Meetings, the Baar@®irectors reports on activities completed
and planned, and ensures that shareholders havepaigpe information on all topics required

in order to make decisions at the meeting with Knbbwledge of the facts.

In order to meet this objective, the Board of Dioes makes available to shareholders all
company information they deem relevant, in a timegnner, in accordance with the code of
practice relating to privileged information. Forchupurpose, a dedicated section of the
Company website has been set up where this typefarimation is displayed, with particular

detail on attendance at Shareholders’ Meetingsetkecise of voting rights and documentation

relating to items on the agenda.

17 Further corporate governance practices

There are no corporate governance practices futthiae ones mentioned above applied by the

Company, aside from the legal or regulatory reaquémsts.
18 Changes after year end

There have been no changes in the Corporate Gaowerstructure after year end.
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Treasury shares

Movements in treasury shares are disclosed in l8t® the separate financial statements of

the Parent Company.

Stock Options

Cairo Communication has no current stock optiompkt this time.

Shares held by directors, statutory auditors and geeral managers

Shares held directly by Directors, Statutory Auditand General Managers are illustrated in

the Remuneration Report prepared pursuant to 28ttdr of the TUF.

Other information

Research and development activities

There are no research and development activitieggort having a significant effect on the

performance of the Company or the Group.

Human resources

By the nature of the activities it carries out, lmmresources form a critical factor for the

success of the Group. The evaluation of staff, degelopment of their abilities and the

recognition of their achievements and responsigdiaire the principles which govern personnel
management, from the selection phase, which idititeild by the high degree of the Group’s

visibility and its ability to attract personnel.

Staff turnover during 2012 and its composition at Becember 2012 can be analyzed as

follows:
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Description 01/01/2012 Recruitme Terminatio Advancem 31/12/2012
nts ns ents

Open-ended contracts 269 16 (9) 1 277
Senior managers 14 1 Q) - 14
Managers 20 - (1) 1 20
Employees 134 4 @) - 131
Journalists and

freelance 101 11 - - 112
Fixed-term contracts 7 14 (7 (1) 13
Senior managers - - - -
Managers - - - -
Employees 2 2 (2) (1) 1
Journalists and 5 12 (5) - 12
freelance

Total 276 30 (16) - 290

Personnel can also be analyzed by average agedigation and seniority:

Senior Managers Employees Journalists

managers
Men (number) 14 14 32 44
Women (number) - 6 100 80
Average age 50 46 41 45
Seniority 10 9 9 9
Open-ended contracts 14 20 131 112
Fixed-term contracts - - 1 12
Other - - - -
Graduates 12 8 32 67
Diploma holders 2 11 81 54
Middle school graduates - - 20 3

Most of the employees (225) work in the publishsegment. Two out of seven editors-in-chief

of Group publications are women.
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The advertising segment draws on a sales force asaapof approximately 100 agents (direct
and indirect) who are coordinated by senior salesagers and staff who, together with their
staff, also ensure coordination with the editord te promotion of special initiatives.

The Group is committed to pursue health and safiejtgyctives at the workplace.

There were no accidents in the workplace or chdiagesccupational diseases during the year.

Environment
The Cairo Communication Group has outsourced tslyction processes. There are no major
environmental aspects which could affect the fimangosition or results of operations of the

company.

Privacy
Regarding privacy regulations, Cairo Communicatamd Group companies updated the

Personal Data Policy Document, which establisheatrment followed, resources subject to
security measures, risks, rules (physical and &gmeasures, and security organizational
measures) and the relating training plan.

In previous years, both the technical and orgaimat measures and methods, relative to the
conservation of the identifying details of the systadministrators and to the verification of the
work performed by them, to guarantee the monitoahthe work of the same, were adopted -

adding to those that were already operative whecessary.

EVENTSAFTER THE REPORTING PERIOD AND BUSINESS OUTL OOK

In 2012, the Group faced tough challenges in itevent market, owing in particular to the

advertising trend (in 2012, according to AC Nieldggures, -18.4% the magazine advertising

market and -15.3% the TV advertising market ver80%1). Deterioration of the short and

medium-term economic uncertainty was one of thtofadhat slowed the pace of magazine sales
in the publishing segment.

In 2012, the Group:

- returned, with the launch of “Settimanale Nuovotiaf the women’s weekly “F”, to the
strategy of development, through the planning anci¢h of new publications, which had
marked its strong growth in the 2003-2006 four-yseniod,

- managed to limit the drop in advertising revenmeparticular TV advertising revenue,

versus the general market trend, and
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- achieved revenue basically in line with 2011 angdhlyi positive results despite the
considerable costs incurred for the two new titleanks to the quality of its publications
and of the media under concession, and to the catigand editorial strategy, which had
helped adopt cost-curbing measures to increaseffloiency and effectiveness of the

production, publishing and distribution processes.

In the early months of 2013, the general economit fanancial situation, which is marked by
strong uncertainty factors, continues to show fteats, resulting in growing complexity of the
competitive picture.

In 2013, the Cairo Communication Group will conernio develop its core businesses:

- publishing, led by Cairo Editore and Cairo Publighiwith efforts geared towards:

0 strengthening the results of “Settimanale Nuovadl &’ and continuing with its
growth strategy through the study, planning anddauwof new titles,

0 retaining the high circulation levels of its pulalions, supporting them with
adequate investments,

0 improving the levels of efficiency reached in cmdpiproduction, publishing and
distribution costs; specifically, in 2013 Cairo fde will continue to pursue
opportunities to optimize these costs, and exptxtachieve cost savings in
excess of Euro 6 million versus 2012, also congidethe launch costs incurred
in 2012 for the two weeklies;

- advertising sales on TV, on the Group’s publicati@amd on Prima Comunicazione
and at the “Olimpico” stadium in Turin for TorincCE-with the aim of retaining the
high level of advertising revenue despite the galnaarket trend;

for these activities, despite the current econcamid competitive context, and given the quality
of the publications and of the media under conoassthe Group considers it a feasible target to

achieve highly positive operating results also0a2

As mentioned earlier, after year-end 2012, Cairen@aonication S.p.A. sighed an agreement
with Telecom Italia Media for the acquisition ofetlentire share capital of La7 S.r.l., excluding
the investment held by La7 S.r.l. in MTV ltalia .§,rfor a consideration of Euro 1 million. The
completion of the transaction, which is currenthpject to the authorizations pursuant to the
current legislation, will allow Cairo Communicatidaa enter the TV publishing field, with the
upstream integration of its brokerage businesstiersale of advertising space, and will also

enable it to diversify its publishing activities igh are currently focused on magazines.
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In 2012, excluding the impairment of goodwill anohrcurrent assets, La7 reported a pro forma
operating loss (Ebit) of approximately Euro 96 ioilf, deteriorating versus the pro forma
comparative operating loss of approximately Euramfion in 2011, as a result mainly of the
increase in programme schedule costs. The compangrent financial situation calls for the
implementation of a restructuring plan aimed atrganizing and streamlining the corporate
structure and at curbing costs, retaining the rdghlity levels of the schedule. Under the
agreements, the seller undertakes to help implethméhtproject. Under the main terms of the
agreements in fact, Telecom ltalia Media will unidke, at the date of execution, to achieve a
positive net financial position of at least Euror@Blion and equity of at least Euro 138 million
for La7.

Once the acquisition of La7 is finalized, the Growil engage on a plan to restructure the
company, with the aim of curbing costs as earl2@k3 and to achieve a turnaround by adopting
the following main guidelines:

- confirming the current editorial line and those grammes that represent the main
strengths of the channel,

- curbing costs, focusing in particular on “unprodet cost items and on recovering
efficiency,

- targeting action on the programme schedule, witlv peogrammes to strengthen
various timeslots, afternoon timeslots in particufacusing on a younger female
audience,

- enhancing the high-quality target of the La7 audéerto maintain and develop the

high level of advertising revenue against the galimaarket backdrop.

However, the evolution of the general economicagitun could affect the full achievement of
these targets.
For the Board of Directors
Chairman

Urbano Cairo

1 As shown in the 2012 annual financial report ofeéEeim Italia Media, available on the Borsa Italiand @&elecom
Italia Media websites
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Dear Shareholders,

At the meeting held on 19 March 2013, the Boar@diéctors resolved to submit the financial

statements as at and for the year ended 31 Decezfti@rto the approval of the Shareholders

and to propose the distribution of a dividend &70Euro per share, inclusive of tax, Euro 0.13

of which already distributed as an interim dividemader the decision of the meeting of the

Board of Directors of 14 November 2012.

Shareholders are invited:

- to approve the financial statements as at anchioyéar ended 31 December 2012;

- to resolve on the proposal to distribute to shalders, with the exception of treasury
shares held the evening prior to the record datsuamt to art. 83-terdecies of Legislative
Decree 58/1998, a dividend of 0.27 Euro per shiamusive of tax, Euro 0.13 of which
already distributed as an interim dividend underdicision of the meeting of the Board of
Directors of 14 November 2012:

- allocating profit for the year - Euro 21,061,929in-the required amount to the
dividend, and, considering the distributed interdividend of Euro 10,126,040,
distributing a further sum of Euro 10,904,967 aadying the difference forward; the
amount may be lower or higher, depending, respelgtion the higher or lower amount
of treasury shares held by the Company on the eggior to the record date pursuant
to art. 83-terdecies of Legislative Decree 58/19@th respect to those held at 19
March 2013, amounting to 450,779 shares; shouldCvapany, at that date, hold a
lower number of treasury shares, any differencevéen dividend and profit for the
year (up to a maximum of Euro 32,187, should thadury shares be equal to zero) will

be drawn from the share premium reserve.

If approved by the Shareholders, the balance ofitfidend, amounting to Euro 0.14 per share,
will be made payable from 16 May 2013 (record gatesuant to art. 83-terdecies of Legislative
Decree 58/1998: 15 May), prior to detachment ofpcoun. 7 on 13 May 2013.

For the Board of Directors
Chairman

Urbano Cairo

76



<>

CAIROCOMMUNICATION

Consolidated Financial Statements and notes thereto

77



Consolidated income statement for the year ended 31

December 2012
€ thousands 31 December 2012 31 December 2011

Notes
Revenue 1 275.938 281.549
Other revenue and income 2 4.300 2.567
Changes in finished goods 3 (38) (124)
Raw materials, consumables and supplies 4 (28.704) (24.501)
Services 5 (191.980) (192.988)
Use of third-party assets 6 (2.651) (2.285)
Personnel expense 7 (24.856) (23.630)
Amortization, depreciation, provisions and impaintriesses 8 (2.743) (3.584)
Other operating costs 9 (946) (1.080)
Operating profit 28.320 35.924
Loss on investments 10 (1.461) (765)
Net financial income 11 1.746 1.327
Pre-tax profit 28.605 36.486
Income tax 12 (9.940) (13.027)
Profit from continuing operations 18.665 23.459
Loss from discontinued operations 13 1) (10)
Profit for the year 18.664 23.449
- Owners of the parent 18.663 23.446
- Non-controling interests - discontinued operatio 0 0
- Non-controling interests - continuing operations 1 3
18.664 23.449

Eamings per share (€)
- Earnings per share - continuing and discontimgtations 15 0,240 0,301
- Earnings per share - continuing operations 15 0,240 0,302

Consolidated statement of comprehensive income for the year

ended 31 December 2012

31 December 2012

31 December 2011

Profit for the year 18.664 23.449
Profit (loss) on measurement of available-for-iadencial assets 18 0 (8)
Total comprehensive income for the year 18.664 23.441
- Owners of the parent 18.663 23.438
- Non-controling interests - from discontinued ggiiens 0 0
- Non-controling interests - continuing operations 1 3
18.664 23.441
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Consolidated statement of financial position at 3December 2012

€ thousands

Assets Notes 31 December 2012 31 December 2011
Property, plant and equipment 16 2.942 2.724
Intangible assets 17 9.107 9.282
Investments 18 21 1.482
Non-current financial assets 18 58 58
Deferred tax assets 19 4.263 4.734
Total non-current assets 16.391 18.281
Inventories 20 3.857 3.389
Trade receivables 21 90.381 110.808
Receivables from parents 31 4.699 1.467
Other receivables and other current assets 22 8.177 4.799
Cash and cash equivalents 24 61.234 54.701
Total current assets 168.348 175.164
Total assets 184.739 193.445
Equity and liabilities 31 December 2012 31 December 2011
Share capital 4.074 4.074
Share premium reserve 45.452 49.586
Prior-year earnings (losses) and other reserves 2.287 (1.683)
Interim dividend of parent (10.126) (11.696)
Profit for the year 18.663 23.446
Equity attributable to the owners of the parent 60.350 63.727 )
Non-controlling interests share capital and reserves 4 3
Total equity 25 60.354 63.730
Post-employment benefits 26 4.086 3.898
Provisions for risks and charges 28 2.279 2.182
Total non-current liabilities 6.365 6.081
Trade payables 30 104.932 107.029
Payables to parents 31 11 2.156
Tax liabilities 32 1.451 2.005
Other current liabilities 33 11.626 12.444
Total current liabilities 118.020 123.633
Total liabilities 124.385 129.714
Total equity and liabilities 184.739 193.445
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Consolidated statements of cash flows

€ thousands

31 December 2012 31 December 2011
CASH AND CASH EQUIVALENTS 54.701 58.260
OPERATING ACTIVITIES
Profit for the year 18.664 23.449
Amortization and depreciation 882 842
Loss on investments 1.461 765
Net financial income (1.746) (1.327)
Income tax 9.940 13.027
Change in post-employment benefits 188 7
Change in provisions for risks and charges 97 58
Cash flow from operating activities before changes in working capital 29.486 36.821
(Increase) decrease in trade and other receivables 17.048 (6.872)
Increase (decrease) in trade and other payables (4.177) 11.330
(Increase) decrease in other assets 0 79
(Increase) decrease in inventories (468) (437)
TOTAL CASH FLOW FROM OPERATING ACTIVITIES 41.890 40.921
Income tax paid (15.400) (16.733)
Financial expense paid (126) (117)
TOTAL NET CASH FROM OPERATING ACTIVITIES (A) 26.364 24.071
INVESTING ACTIVITIES
(Acquisition) disposal net of PPE and intangible assets (924) (641)
Interest and financial income received 1.872 1.444
Net increase in other non-current assets 0 6
NET CASH USED IN INVESTING ACTIVITIES (B) 948 809
FINANCING ACTIVITIES
Dividends paid (20.559) (29.633)
(Acquisition) disposal of treasury shares (214) 1.200
Other changes in equity ) 6)
NET CASH USED IN FINANCING ACTIVITIES (C) (20.778) (28.439)
CASH FLOW OF THE YEAR (A)+(B)+(C) 6.534 (3.559)
CLOSING CASH AND CASH EQUIVALENTS 61.234 54.701
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Statement of changes in consolidated equity

Share capital Share premium  Prior-year Reserve for Interim Profit for the Equity Non- Total
reserve profit/(loss) and  available-for- dividend year attributable  controlling
other reserves  sale financial to owners of interests share
assets the parent capital and

€ thousands reserves

Balance at 31 December 2009 4.074 54.657 (3.669) (349) 0 12.034 66.747 1) 66.746
Allocation of profit 12.034 (12.034) 0 0
Dividend distribution (3.576) (11.939) (15.515) (15.515)
Other changes 2) ] 2
Profit (1.775) 20.729 18.954 1 18.955
Balance at 31 December 2010 4.074 51.081 (3.576) (2.124) 0 20.729 70.184 0 70.184
Allocation of profit 20.729 (20.729) 0 0
Dividend distribution (1.495) (17.898) (19.393) (19.393)
Interim dividend (11.696) (11.696) (11.696)
Purchase of treasury shares 1.200 1.200 1.200
Other changes ©) ©6) (©)
Reclassification of reserve for available-for-sale financial assets (2132) 2132 0 0
Profit for the year ®) 23.446 23438 3 23.441
Balance at 31 December 2011 4.074 49.586 (1.683) 0 (11.696) 23.446 63.727 3 63.730
Allocation of profit 23.446 (23.446) 0 0
Dividend distribution (4.134) (19.257) 11.696 (11.695) (11.695)
Interim dividend (10.126) (10.126) (10.126)
Purchase of treasury shares (214) (214) (214)
Other changes (5) (5) (5)
Profit for the year 18.663 18.663 1 18.664
Balance at 31 December 2012 4.074 45.452 2.287 0 (10.126) 18.663 60.350 4 60.354
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Consolidated income statement pursuant to Conso lution no. 15519 of 27 July 2006
€ thousands Year ended Year ended
Related
31 December 2012 parties % of total 31 December 2011 % of total % of total
)

Revenue 275.938 160 0,1% 281.549 137 0,0%
Other revenue and income 4.300 24 0,6% 2.567 10 0,4%
Change in finished products (38) (124)

Raw materials, consumables and supplies (28.704) (24.501)

Services (191.980) (1.709) 0,9% (192.988) (1.748) 0,9%
Use of third-party assets (2.651) (2.285)

Personnel expense (24.856) (23.630)

Amortization, depreciation, provisions and impairn (2.743) (3.584)

Other operating costs (946) (1.080)

Operating profit 28.320 35.924

Loss on investments (1.461) (1.461) 100,0% (765) (765) 100,0%
Net financial income 1.746 1.327

Pre-tax profit 28.605 36.486

Income tax (9.940) (13.027)

Profit from continuing operations 18.665 23.459

Profit/loss from discontinued operations 1) (10)

Profit for the year 18.664 23.449

(*) Related party transactions are analyzed in Note 36
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Consolidated statement of financial position pursuat to Consob Resolution no. 15519 of 27 July

2006

€ thousands

Assets 31 December 2012 Related parties % of total 31 December 2011  Related parties % of total
*) *)

Property, plant and equipment 2942 2.724

Intangible assets 9.107 9.282

Investments 21 1.482 1471 99,2%

Non-current financial assets 58 58

Deferred tax assets 4.263 4.734

Total non-current assets 16.391 18.281

Inventories 3.857 3.389

Trade receivables 90.381 512 0,6% 110.808 356 0,3%

Receivables from parents 4.699 4.699 100,0% 1.467 1.467 100,0%

Other receivables and other current assets 8.177 47 0,6% 4.799 24 0,3%

Cash and cash equivalents 61.234 54.701

Total current assets 168.348 175.164

Total assets 184.739 193.445

Equity and liabilities 31 December 2012 31 December 2011

Share capital 4.074 4.074

Share premium reserve 45452 49.586

Prior-year earnings (losses) 2.287 (1.683)

Interim dividend of parent (10.126) (11.696)

Profit for the year 18.663 23.446

Equity attributable to the owners of the parent 60.350 63.727

Non-controlling interests share capital and reserves 4 3

Total equity 60.354 63.730

Post-employment benefits 4.086 3.898

Provisions for risks and charges 2.279 2182

Total non-current liabilities 6.365 6.081

Trade payables 104.932 39 0,0% 107.029 315 0,3%

Payables to parents 11 11 100,0% 2.156 2.156 100,0%

Tax liabilities 1.451 2.005

Other current liabilities 11.626 1.262 10,9% 12.444 1.456 12,9%

Total current liabilities 118.020 123.633

Total liabilities 124.385 129.714

Total equity and liabilities 184.739 193.445
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)

Consolidated statement of cash flows pursuant to ®sob Resolution no. 15519 of 27 July 2006

€ thousands

Year ended

Year ended

31 December 2012 Related parties 31 December 2011 Related parties
CASH AND CASH EQUIVALENTS 54.701 58.260
OPERATING ACTIVITIES
Profit for the year 18.664 (2.986) 23.449 (2.366)
Amortization and depreciation 882 842
Loss on investments 1.461 1461 765 765
Net financial income (1.746) (1.327)
Income tax 9.940 13.027
Change in post-employment benefit 188 7
Change in provisions for risks and charges 97 58
Cash flow from operating activities before changes in working capital 29.486 (1.525) 36.821 (1.601)
(Increase) decrease in trade and other receivables 17.048 (3.411) (6.872) (1.333)
Increase (decrease) in trade and other payables 4.177) (2.615) 11.330 (90)
(Increase) decrease in other assets 0 79
(Increase) decrease in inventories (468) (437)
TOTAL CASH FLOW FROM OPERATING ACTIVITIES 41.890 (7.551) 40.921 (3.024)
Income tax paid (15.400) (16.733)
Financial expense paid (126) (117)
TOTAL NET CASH FROM OPERATING ACTIVITIES (A) 26.364 (7.551) 24,071 (3.024)
INVESTING ACTIVITIES
(Acquisitions) / disposals net in PPE and intangible assets (924) (641)
Interest and financial income received 1.872 1.444
Net increase in other non-current assets 0 6
NET CASH USED IN INVESTING ACTIVITIES (B) 948 0 809 0
FINANCING ACTIVITIES
Dividends paid (20.559) (29.633)
(Acquisition) disposal of treasury shares (214) 1.200
Other changes in equity (5) 6)
NET CASH USED IN FINANCING ACTIVITIES (C) (20.778) 0 (28.439) 0
CASH FLOW OF THE YEAR (A)+(B)+(C) 6.534 (7.551) (3.559) (3.024)
CLOSING CASH AND CASH EQUIVALENTS 61.234 54.701
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS AS A T AND FOR THE
YEAR ENDED 31 DECEMBER 2012

Main activities

Cairo Communication S.p.A. (the Parent) is a jeitoiek company enrolled with the Milan company
register.

The Cairo Communication Group operates as a puslighmagazines and books (Cairo Editore — and its
division Editoriale Giorgio Mondadori — and Cairalfishing), as a multimedia advertising brokerisgll
advertising time and space on television, in pmetia and in stadiums (Cairo Communication anddCair
Pubblicita), and as an operator of Internet sileBrgvatore).

Its registered offices are at 56 Via Tucidide, Mijlahome also to the administrative offices, the
advertising brokerage services and Il Trovatoree phblishing business is located at Cairo Editat&5
Corso Magenta, Milan.

Figures are shown in thousands of Euro.

Basis of preparation

Structure, form and content of the consolidatedrfial statements

The consolidated financial statements at 31 Dece2®®2 have been prepared in accordance with IFRS
issued by the International Accounting StandardrBddASB”) and endorsed by the European Union, as
well as with the provisions arising from art. SL@&fgislative Decree no. 38/2005. The term IFRS elus
mean all the international accounting standardd8S") and all the interpretations of the Internatbn
Financial Reporting Interpretations Committee (“IER, formerly the Standing Interpretations
Committee (“SIC”).

The consolidated income statemenis presented by nature, highlighting interim ogietaresults and
pre-tax results, and in order to allow a better snea of ordinary operating management performance.
Furthermore, cost and revenue components derivorg eévents or transactions which, by their nature o
size are considered non-recurring, are also segpidentified in the financial statements and loges in
accordance with the definition of non-recurring mgeand transactions held in Consob Communication
No. 6064293 of 28 July 2006.

The economic effect of discontinued operationh®s in a single line of the income statement kit
“profit/loss from discontinued operations”, undeRIS 5.

The consolidated statement of comprehensive incomalso reflects the “changes arising from
transactions with non-owners”- separately showirggrelevant tax effects, that is:

- profit and loss that could be directly recognizecquity (for instance actuarial gains and losses

from the measurement of defined benefit plans);
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- the effects of the measurements of derivativeriingents hedging future cash flows; the effects of
the measurements of available-for-sale financis¢&s

- the effects arising from any change in accoungiragtices.

The consolidated statement of financial positiorpresents separately assets and liabilities brdkem

into current and non-current, indicating, on tweaate lines, “Assets held for sale” and “Liabdgi

associated with discontinued operations”, in acaoce with IFRS 5. Specifically, an asset or a lighis

classified as current when it satisfies one offtitlewing criteria:

- it is expected to be realized or settled or iteipected to be sold or utilized in the normal
operating cycle of the company;

- it is held principally to be traded;

- it is expected to be realized or settled withtnnionths of the reporting date.

Otherwise, the asset or liability is classifiechas-current.

The consolidated statements of cash flowmsave been prepared applying the indirect methodhich

operating performance is adjusted to reflect tretisas of a non-monetary nature, for whatever dafer

or accrual of previous or future operating receiptspayments and for revenue or cost components

connected to cash flows arising from investing ioarficing activities. Income and expense relating to

medium or long-term financial operations and thadating to hedging instruments, and dividends paid

are included in financing activities.

Thestatement of changes in consolidated equighows the variations in equity relating to:

- allocation of profit for the year;

- amounts relating to transactions with ownersdcpase and sale of treasury shares);

and separately income and expense definedt@Enfes arising from transactions with non-owieatso

shown in the consolidated statement of comprehernssome.

Furthermore in order to comply with Consob ResolutNo. 15519 of 27 July 2006 relating to financial
statements schedules, specific additional condelidancome statement, consolidated statement of
financial position and consolidated statement athclows have been added highlighting significant
related party transactions in order not to compsenthe overall readability of financial statements

schedules.

The consolidated financial statements are prepaned going concern basis. The Cairo Communication
Group believes that even in the presence of acdiffieconomic and financial situation, significant
uncertainties do not exist (as defined by paragraih and 26 of IAS 1) on the Company’s ability to
continue as a going concern, given both the ptafitg outlook of Group companies and the Company’s

financial position.
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The main accounting policies adopted are unchamgesiis those used last year, and are explainedbelo

Basis and scope of consolidation
The scope of consolidation includes consolidatda$isliaries (which are controlled as defined by &S

i.e. the financial and operational policies of ttampany are under the control of the Parent inrotale
derive benefits from the company’s operations), andsolidated associates (over which significant
influence is exercised, pursuant to IAS 28).

The consolidated financial statements at 31 Decerib&2 include the financial statements of the

Parent Cairo Communication S.p.A. and the followdirgct or indirect subsidiaries and associates.

Company Head Quota capital % Reporting Business Consolidation method
Office at 31/12/12 of investment date

Cairo Communication S.p.A. Milan 4,074 31/12 Advertising Full

Cairo Editore S.p.A. Milan 1,043 99.95 31/12 Publishing Full

Diellesei S.r.l. in liquidation Milan 2,000 60 31/12 In liquidation Full re assets and

liabilities (*)

Cairo Due S.r.l. Milan 47 100 31/12 Advertising Full

Cairo Pubblicita S.p.A. Milan 2,818 100 31/12 Advertising Full

Cairo Publishing S.r.l. Milan 10 100 31/12 Publishing Full

Il Trovatore S.r.l. Milan 25 80 31/12 Internet Full

Edizioni Anabasi S.r.l. Milan 10 99.95 31/12 Publishing Full

DMail Group S.p.A. Milan 15,300 10 31/12 E-commerce - Retail Single line

Publishing

(*) the income statement is consolidated on a sifige basis in profit/(loss) from discontinued ci®ns

As in prior years, the financial statements of shbsidiary Cairo Sport S.r.l. have not been codatdid
as the company is not significant. There were ranghs in the scope of consolidation at 31 December

2012 compared with the consolidated financial statas at 31 December 2011.

The financial results of subsidiaries acquired ald -during the year are included in the consolidate
income statement from the actual acquisition datél uhe actual date of sale. Where necessary,
adjustments to subsidiary financial statementsraagle in order to harmonize them with the Group
accounting policies.

The full consolidation method has been used fordhiesolidation of subsidiary financial statements,
assuming the total of assets, liabilities, incomd axpense of individual companies, regardlesshef t
share owned, eliminating the carrying amount ofRheent investment against the subsidiary’s equity.
Non-controlling interests in the net assets of otidated subsidiaries are disclosed separately &quity

attributable to owners of the parent. This stakealsulated on the basis of the percentage staiteedhir
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value of the asset or liability on the original guase date and subsequent changes in equity after s
date.

The consolidation of the financial statements af tissociate was made on a single line basis, the
measurement of the investment being based on thityenethod.

Unrealized gains and losses, provided they aramiodr, deriving from transactions between companies
included in the consolidation scope, are eliminatedare all significant transactions which giveerio
intra-Group receivables and payables, income apérese. These adjustments, like other consolidation
adjustments, where applicable, take account ofdlaed deferred tax effect.

Dividends distributed by consolidated companiesddiminated from the income statement and added to

prior year profits if and to the extent they weegdoout of such profit.

Business combinations

The acquisition of subsidiaries is recognized udimg acquisition method. The acquisition price is
calculated by the sum of current values, at thénaxge date, of the assets acquired, liabilitiearasd,
financial instruments issued by the Group in exgledior the control of the acquired company.

The subsidiary’s assets, liabilities and identiigatontingent liabilities that meet the conditiaidFRS 3
are recognized at their current value on the agmqnsdate.

Goodwill arising from the acquisition is recognizeslan intangible asset and is initially measutexbst,
corresponding to that portion of the acquisitiorc@paid by the Group exceeding the carrying amoéint
the recognized assets, liabilities and identifiaddatingent liabilities.

Equity attributable to non-controlling interestsndae measured at fair value or in proportion to riké
assets recognized for the acquired company, aadhaisition date. The measurement method is chosen
based on type of transaction.

Non-controlling interests, investments in inactsugbsidiaries and investments in subsidiaries ofllsma
value are measured using the cost at the subseriptethod, reflecting any impairment losses.

Here below is a summary of the most relevant adogipolicies adopted by the Group.

Investments

Associates

Associates are those over which the Group can eeesignificant influence through participation in
decisions regarding financial and operating podiciut holds neither control nor joint control.

The financial results, assets and liabilities ¢fogsates are consolidated using the equity method.
Using this method, investments in associates aagrézed in the statement of financial positiorcasdt,
adjusted for changes subsequent to the acquisifitine net assets of associates, net of any imeairm

losses on individual investments. Any losses exoggeithe Group share therein are not recognizeassnl
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the Group has a commitment relating to loss cowerdge excess of acquisition cost over the Group
share of carrying amount of assets, liabilities afehtifiable contingent liabilities of the assdeiat the
acquisition date is recognized as goodwill. Evesgiry goodwill is tested for impairment.

With regard to transactions between Group compaaigsassociates, unrealized profits and losses are
eliminated in a proportion equal to the Group inret in the associate, except when unrealizecg$oss

are evidence of an impairment loss on the busiaegsired.

Goodwill

Goodwill arising from the acquisition of a subsigiaorresponds to that portion of the acquisitioitg

paid by the Group that exceeds the Group sharbkeofdir value of the assets, liabilities and idiatie
contingent liabilities of a subsidiary, at the aisgfion date. Goodwill is recognized as an intafgiisset
with an indefinite life and is not amortized. Itresviewed annually to identify any impairment loss.
Impairment losses are recognized directly in prafil loss and are not subsequently reversed. In the
absence of a standard or a specific interpretatiothe subject, in the case of the acquisition aba-
controlling interest in an existing subsidiary, top31 December 2009, the difference between theafos
acquisition and the carrying amount of the asseddiabilities acquired is recognized as goodwill.

Goodwill arising from acquisitions carried out befdransition to IFRS is maintained at the amounts

derived from the application of Italian GAAP at tlokate and is tested for impairment from that date.

Revenue and cost recognition

Revenue and cost and income and expense are reedgni an accruals basis, specifically:

* Revenue is recognized based on the probability witich the company will enjoy the economic
benefits and in the extent to which the amount lmaneliably determined. Revenue is stated net of
any adjustments.

e Advertising revenue is recognized at the momentthertisement is broadcast or published.

« Revenue from publications is recognized at the dadt@ublication, net of reasonably estimated
returns.

« Revenue from the sale of magazine subscriptionsed®gnized on the basis of the magazines
published and distributed during the period.

« Pre-publication and launch costs are recognizguldfit and loss when incurred.

« Interest income and expenses is recognized onauoals basis.

< Dividends are recognized when the right of the ehalders to receive the payment is established.

e Costs incurred on behalf of third parties are regpb@d against the cost to which they relate.
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Taxes

Taxes for the year correspond to the sum of cuardtdeferred taxes.

Current taxes are based on taxable income forahe Waxable income differs from the results shawn
the income statement as it excludes both positive @egative entries which would be taxable or
deductible in other tax years and excludes compsnghich are not taxable or deductible at any time.
Current taxes are calculated using the rates oefat the reporting date.

Cairo Communication S.p.A. and its subsidiariesr@&iditore S.p.A., Cairo Pubblicita S.p.A., Diekés
S.p.A. in liquidation, Cairo Due S.r.I. and Cairolishing S.r.I. adhered to the national tax coidsdion
scheme of UT Communications S.p.A., in accordanitle art. 117/129 of the Consolidated Income Tax
Act.

The consolidation scheme, which regulates econaspects pertaining to the sums deposited or reteive
against the advantages or disadvantages arising thie national tax consolidation scheme, also alow
for any increased costs or decreased benefitsradiny the companies, by adhering to this procedare
be repaid by the parent.

UT Communications S.p.A. acts as the tax parentdmtdrmines a single taxable base for the group of
companies that adheres to the national tax cora@id scheme, which thereby benefits from the @hbili
of offsetting taxable profits against taxable I@sgeone tax return.

Each company that adheres to the national tax ddaton scheme transfers its taxable profit oslts

the tax parent. For any such taxable profit rembrty a subsidiary, UT Communications S.p.A.
recognizes receivables equal to the IRES payalbav&sely, for any such taxable loss, reported by a
subsidiary, UT Communications S.p.A. recognizesyaple equal to IRES due on the loss that has been

contractually transferred at Group level.

Deferred tax liabilities are generally recognized 4ll taxable temporary differences, while defdrtax
assets are recognized to the extent of the pratyatiibt there will be future taxable profits whig¥ill

allow for the utilization of the deductible tempoyalifferences. Deferred taxes are calculated erbtsis
of the tax rates that are foreseen will be in fatéhe moment of realization of the asset or et of
the liability, based on tax legislation in forcethe reporting date. Where relevant, the effectarof
changes in tax rate or tax legislation are disdosethe notes. Deferred tax assets and liabilities
shown at their net value when there is a legaltrigtoffset current tax liabilities against tax ea@ble

assets and when taxes relate to the same taxaiioory.

90



Post-employment benefits

Post-employment benefit, mandatory for all Italleempanies under art. 2120 of the Civil Code, are
deferred remuneration and are directly relatedhéoemployee’s length of service in the company, tand
the employee’s actual remuneration received duheg period of service.

For Italian companies with at least 50 employeest-pmployment benefits take the form of a defined
benefit plan, solely for the amounts accrued prood January 2007 (and not yet paid at the regprtin
date), whereas subsequent to such date, they e@gniged as a defined contribution plan. For Italia
companies with less than 50 employees, post-em@oyinenefits are considered as a defined benefit
plan. All defined benefit plans are discounted.

The discounting process, based on demographicinadcial assumptions, is performed by independent

actuaries. Actuarial gains and losses are recogmizthe income statement.

Non-current assets

Intangible assets

Costs, including ancillary costs incurred for tlegja@isition of resources with no physical substarece,
recognized under intangible assets when the cagtastifiable and the asset is clearly identifiaiiel
controlled by the Group, and where the use of wmetawill generate probable future benefits to the
Group. These are valued at their acquisition odpetion cost, including related costs — to the mixte
which they are considered to have a finite lifend éhey are amortized to reflect their remainingfuk

economic lives. The amortization periods of intétgiassets of various types are as follows:

Concessions, licenses, trademarks and simiaio 5 years for application software licensestdgh
Other:
Software 3 to 5 years

Publication titles 20 years

Publication titles are amortized over a period @fy2ars from the date of their acquisition basedheir
remaining useful lives. This amortization periodrégularly reviewed to take account of the finahcia
performance of the investees that own the title.

The remaining useful life and the amortizationesid applied are reviewed on a regular basis aretevh

change is deemed necessary the amortization regstegted in accordance with the “prospective” méth
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Property, plant and equipment

Property, plant and equipment (PPE) are recogn#esh their cost can be reliably determined and when
related future economic benefits can be enjoyethéyGroup.

They are recognized at acquisition price or pradactost, including directly associated expenses an
costs, plus the share of indirect costs which @rebsonably attributed to the asset.

These assets are systematically depreciated ariglgtline basis each year at rates consistertt thig

remaining useful life of the asset. Depreciatidesapplied are as follows

Property 3%
General equipment 20%
Motor vehicles 20%-25%
Plant and machinery 10%
Office equipment and furniture 10%-12%
Electronic equipment 20%

Land is not depreciated.

The above PPE depreciation rates are reduced by cifi¥ng their first year of use, this percentage
representing the weighted average of the entryst af new assets, on an annual basis. Depreciation
begins when the asset is ready for use.

The remaining useful lives and the depreciatiotedda applied are reviewed on a regular basis ametev
change is deemed necessary the depreciation nastéded in accordance with the “prospective” moeéth
The remaining useful lives of assets are reviewedially and if incremental maintenance or otherkwor
has been carried out which changes the remainiefuluife of the investment, these are adjusted
accordingly.

Incremental and maintenance costs producing afsigni and tangible increase in the productive
capacity or security of assets, or lengthening tteenaining useful life, are capitalized and redogd as
an increase in the carrying amount of the asselin@ry maintenance costs are taken directly toitpaofl

loss.

Leasehold improvements are recognized as PPE edoattis of the cost incurred. The depreciatiorogeri

corresponds to the lower of the remaining usefaldf the asset and the term of the contract.

Impairment of assets

At least once a year, the Group reviews the reaiiity of the intangible assets with an indefiniseful
life, and of investments and publication titles,dawhenever there are potential indicators of an

impairment loss on PPE and intangible assets withite useful life, in order to determine whettserch
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assets may have suffered an impairment loss. Wiemiedicators are present, the carrying amouthef
asset is reduced to reflect recoverable amountré@tmverable amount of an asset is the greatés fdir
value less costs to sell, and its value in use.f@ilievalue of a listed investment is determinedaading

to its market price at the reporting date, in ctme Stock Market price is considered to represkat t
effective value of the investment. In the absencmarket values, estimates and valuation methoes ar
applied based on data which is in any case evigleitite market. To determine an asset’s value intbse
Group calculates the present value of future estichaash flows, inclusive of tax, by applying a-tae
discount rate which reflects the current markeuatbn, including the time value of money and the
specific risks inherent to the asset.

Excluding goodwill, when the impairment loss on ttadue of an asset no longer applies or is reduted,
carrying amount of the asset is increased up to¢lmeestimated recoverable amount, and may noeexce

the amount which would have been determined hadhpairment loss been recognized.

Current assets and liabilities

Inventories

Inventories are measured at the lower of the pwesloa production cost, including all directly ditriable
expenses, net of discounts and allowances, cadcllasing the weighted average cost method, and
estimated realizable value. Estimated realizableevtakes into account any production and direldssa
costs. Inventories are adjusted for obsolete aon# shoving items through a specific write-down

provision.

Receivables

Trade and other receivables are recognized atéBgimated realizable value.

Financial assets

They are initially recognized at fair value, whibhsically corresponds to consideration paid andctir
expenses associated with their acquisition. Firsire$sets acquired and sold are recognized at their
trading date, when the Group intends to acquiretseke assets. At the subsequent reporting didites,
financial assets that the Company has the intergtimhthe ability to hold to maturity (held-to-matyr
investments) are recognized at amortized cospfraty impairment losses, to reflect write-dowfgny.
Investments other than those held to maturity Eresdied as held for trading or available for sahel are
measured at the end of each reporting period atfdievalue. When financial assets are held fading,
gains and losses arising from fair value changesemognized in profit and loss.

In the case of available-for-sale financial assg&ns and losses arising from fair value changes a

recognized in comprehensive income. When availtdslsale financial assets are sold, redeemed or
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transferred, cumulative gains or losses previouglgognized in comprehensive income must be
reclassified from equity to profit/ (loss) for tlyear. This reserve is also used if alignment to ¥alue
results in subsequent impairment of the asset thdilreserve is used up. Any additional loss exoged
the reserve, should it result in an impairment listaken to profit and loss.

Regarding measurement of available-for-sale asdesgirectors have chosen as impairment indicators

the decline in fair value below cost of over 50%far a period exceeding 24 months.

Cash and cash equivalents

This item comprises cash, bank current accountsdapadsits on demand, and other short-term highly
liquid financial investments which are easily corixe to cash and not subject to the risk of digant
value changes.

Cash and cash equivalents are recognized at thigiinal amount.

Borrowings, bank loans and overdrafts
Borrowings, interest-bearing bank loans and bardcanafts are recognized based on the amount cashed
net of transaction costs, and subsequently measatreanortized cost using the current interest rate

method.

Trade payables

These are recognized at their nominal amount.

Equity
Treasury shares
Treasury shares are measured at historical cosarncecognized as a reduction in equity. The tasul

the subsequent sale of treasury shares is recaldicesctly as a change in equity.

Dividends paid
Dividends payable are recognized as a change iityéguhe year they are approved by the Sharehslde
Meeting or by the Board of Directors in the evehto interim dividend, pursuant to art. 2433 bighu

Italian Civil Code.

Provisions for risk and charges

Provisions for risk and charges are recognized whenGroup has a legal or constructive obligation

resulting from a past event and for which a prolitgbéxists for the fulfillment of that obligationThe
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provisions reflect the best estimate of costs baseimhformation currently available in order toffllithe

obligation at the reporting date, and are discalimteen the effect is significant.

Use of estimates

The preparation of the financial statements anchtites thereto, in application of IFRS, requires the
Group carry out estimates and assumptions whigcafthe carrying amount of assets and liabilitied a
disclosure about assets and contingent liabildatethe reporting date. Estimates and assumptice aie
based on experience and on other factors considggedicant. Actual results could differ from thees
estimates. Estimates mainly relate to provisions risks relating to receivables, obsolete inventory
publishing returns, investment measurements, amabidin, depreciation, impairment of assets, taxatio
provisions for risk and charges, and contingetiliizes.

Estimates and assumptions are reviewed reguladyttaneffects of each variation therein are recaghi

in the profit and loss in the period in which thatimate was revised. The effects of such revisimes
reflected in the periods on which they have effeet,both in the current period, and in futureipds, if
relevant. In this context, the persisting uncettafactors in the short and medium economic terimctv
make it hard to predict a return to normal marlatditions, have led to the need to make assumptions
regarding future performance which are influencgdsignificant uncertainty, and the possibility of
achieving results different from those estimatednoa be excluded for the next year, and which could
therefore require adjustments to the carrying amoewen significant, although these are obviously
neither currently quantifiable nor foreseeable.

The items most susceptible to these uncertaintiesttee allowance for impairment, inventory write-
downs, non-current assets (intangible assets awestiments), deferred tax assets, post-employment
benefits and the provisions for risk and charges.

A summary follows of all critical measurement preses used and key assumptions made by management
regarding the future in the process of applyingoaoting policies and that could have a significeifiect

on the amounts recognized in the consolidated Giarstatements and for which there is a risk that
significant adjustments to the carrying amount sdedis and liabilities could arise in the next fitiah

period.

Allowance for impairment

The allowance for impairment reflects managemeessmate regarding the losses on the portfolio of
receivables from end customers. The allowancetimated based on the losses expected by the Group,
according to past experience for similar receivabdeirrent and past due dates, losses and reegigitsg
from the careful monitoring of receivable managetmmmd from projections on market and economic

conditions.
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The persisting uncertainty factors in the short aradlium economic term, along with the resultingditre
squeeze, could result in further deteriorationtaf financial conditions of Group debtors comparmed t

deterioration already considered in the quantiftcaof the recognized allowance for impairment.

Deferred tax assets

Deferred tax assets are recognized to the extemthtoh it is considered probable that future tagabl
income will be generated to allow the utilizatidhdeductible temporary differences. The realizaklkie

of deferred tax assets is periodically reviewedoadiog to the future taxable income foreseen in the

Group’s most recent plans.

Recoverable amount of non-current assets (includimadwill)

Non-current assets include property, plant and pgent, intangible assets (including goodwill),
investments and other financial assets. Managepegitdically reviews the carrying amount of the hon
current assets held and used, and those of asddtfoh sale, as and when circumstances requirk suc
revision. This is performed by the comparison @& darrying amount of the asset and the greateneof t
fair value, less costs to sell, and value in useé: ¥alue is determined according to market priteshe
absence of market value, estimates and valuatiatelm@re used based on data available on the market
Value in use is determined based on the estimagxpdcted cash flows from the use or sale of thetas
and is discounted using appropriate discount ratégen the carrying amount of a non-current assgt ha
suffered an impairment loss, the Group recognizedrgairment loss equal to the positive difference
between the greater of carrying amount of the amsétits recoverable amount from its use or sae, a
determined according to the Group’s most recemtyla

For the preparation of the consolidated finandialesnents at 31 December 2012, and in particultrén
performance of impairment tests on intangible asseid property, plant and equipment, the different
segments of the Group have taken into accountxpeoted 2013 performance, whose assumptions and
results are in line with the information disclodadhe section onsignificant events after the reporting
period and business outlcbik the Directors’ Report.

In addition, for the subsequent years of the ph@cessary adjustments have been cautiously madkeo
account of the deep market changes resulting frben durrent economic and financial crisis. No

significant impairment was required based on sigirés in the plan.

Provisions for risks and charges
The provisions for risk and charges relating toticment liabilities of a legal or fiscal nature anade on
the basis of estimates made by the Directors, er#sis of valuations made by the Company’s legdl a

fiscal advisors on the probable charge that caeagsonably expected to fulfill the obligation.
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Risk management

The main fiscal, legal and financial risks to whitle Cairo Communication Group is exposed, as well
as the policies put in place by Management forrth&anagement, are explained in notes 35 and 37.

Reference is made to the Directors’ Report for afi@nal and business risks.

Accounting standards, amendments and interpretatios applied from 1° January 2012

The following accounting standards, amendments iatefpretations, revised also following IASB’s

yearly improvement process, were applied for thet fime by the Group starting from 1° January 2012
Amendment to IFRS 7 Financial instruments: improved disclosuresThe amendment, issued
by IASB in October 2010 and approved by the Eurapgammission in November 2011, aims to
improve the understanding of transfers of finanaiséets and the possible effects arising from
risks associated with the continuing involvementhaf entity that has transferred such assets. The
amendment requires further information in the evsignificant transfer transactions are
undertaken around the end of the year. The adopfidhis amendment produced no significant
effects to the information presented in this FinahReport.
Amendment to IAS 1 Presentation of financial statemenrtsThe amendment, issued by IASB in
June 2011, is applicable as from 1° July 2012 auplires entities to group items presented in
OCI (Other Comprehensive Income) into categoriased on whether they can be potentially re-

classifiable or less to profit or loss subsequently

Accounting standards, amendments and interpretatios approved by the European Union, yet to be

enforced and not adopted in advance by the Group

Amendment to IAS 19 Employee benefits The amendment, issued by IASB in June 2011, is
applicable as from 1° January 2013. It eliminates dption of deferring recognition of actuarial
gains and losses via the corridor approach, regyipresentation, in the statement of financial
position, of the fund’s deficit or surplus and rguoition in the profit and loss of cost components
relating to service and net financial expense, aswbgnition of actuarial gains and losses
stemming from re-measurement of liabilities andetssamong Other income (expense). In
addition, the return on assets included in netniiie expense must be calculated on the basis of
the discount rate for liabilities and no longertha basis of the rate of return expected for assets
The amendment requires further information to ptevin the explanatory notes.

IFRS 12— Improved disclosure on interests in other ergitieThe standard, issued by IASB in

May 2011, is applicable as from 1° January 2018pécifically envisages improved disclosure to
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be provided on all types of interests, includingpsth in subsidiaries, joint arrangements,
associates, special purpose entities and othemnsotidated special purpose vehicles.

IFRS 11 —Joint arrangements: The standard, issued by IASB in May 2011, whiéh replace
IAS 31 - Interests in Joint Ventures and SIC 13intly Controlled Entities — Non-Monetary
Contributions by Venturers, is applicable as frohddnuary 2013. The standard provides criteria
for the identification of joint arrangements basedthe rights and obligations arising from such
arrangements rather than on their legal form, atabéishes the equity method as the sole method
of accounting for joint ventures in consolidatetbficial statements.

IFRS 10 —Consolidated financial statements The standard, which will replace SIC 1 —
Consolidation - Special Purpose Entities and paftdAS 27 - Consolidated and Separate
Financial Statements, was issued by IASB in Mayl12@dd is applicable retrospectively as from
1° January 2013. The standard identifies the cdnogémontrol as the decisive factor for the
purposes of consolidation of a company in the clidsted financial statements of the parent. It
also provides guidance to determine the existeficerdrol when this is difficult to ascertain.

IAS 27 —Separate financial statementd-ollowing the issue of IFRS 10 in May 2011, IA88s
limited the scope of application of IAS 27 soletythe separate financial statements. The standard
specifically regulates the accounting treatmenteglity investments in separate financial
statements and is effective as from 1° January.2013

IAS 28 4nvestments in associates and joint ventureSollowing the issue of IFRS 11 in May
2011, IASB amended the existing standard to incladestments in joint ventures in its scope of
application and to set out the requirements folliegiion of the equity method when accounting
for reductions in investments. The standard isiagble as from 1° January 2013.

Amendment to IAS 32 Financial instruments: presentation In December 2011, IASB issued
amendments to IAS 32 - Financial Instruments: Prtagion, to clarify the application of certain
criteria for offsetting financial assets againshaficial liabilities. The amendments are
retrospectively applicable to annual periods beigimon or after 1° January 2014.

Amendment to IFRS 7 Financial instruments: improved disclosuredn December 2011, IASB
issued amendments to IFRS 7 — Financial instrumeémigroved disclosure. The amendment
requires disclosures about the effect or potemtidct of offsetting of financial assets against
financial liabilities on an entity’s financial pdisin. The amendments are applicable to the annual
periods beginning on or after 1 January 2013 andnterim periods following such date.
Disclosure is to be provided retrospectively.

Amendment to IFRS 1 First-time adoptionof International Financial Reporting Standards
The amendment issued by IASB in December 2010 tameéerence to the date of 1 January

2004 it contained and described as the date o§itian to IAS/IFRS and provides guidance on
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the presentation of the financial statements ingl@nce with IFRS following a period of severe

hyperinflation.

Amendment to IAS 12 4ncome tax— The amendment, issued by IASB in December 2010,
introduces the presumption that recovery of theyaay amount of an investment property will
normally be through sale unless there is clearemdd that it will be recovered through use. The
presumption will be applied to investment propentyants and machinery, intangible assets
recognized or re-valued at fair value. Followinggdd amendments the interpretation SIC 21
Income tax — recovery of re-valued non-depreciakkets — will be repealed.

IFRS 13 —Fair valuemeasurement The standard, issued by IASB in May 2011, isliapple as
from 1° January 2013. The standard defines faiuejaklarifies how it is determined and
introduces standardized disclosure for items vahtefdir value. The standard is applicable to all

types of transactions or balances for which anatterdard requires or allows fair value.

Accounting standards, amendments and interpretatios yet to be enforced, not adopted in advance

by the Group and not approved by the European Union

IFRS 9 -Financial instruments- The standard, issued by IASB in November 2009amdnded
in October 2010, is the opening part of a prockas dims to overhaul IAS 39. It is applicable as
from 1° January 2015.

Improvements to IFRSs: 2009-2011 Cyde 17 May 2012, IASB issued a set of amendmaents t

the IFRS which will be applicable retrospectived/feom 1° January 2013, summarized below:

o IFRS 1 First-Time Adoption of International FinaaciReporting Standards- Repeated
application: it clarifies that if an entity has dpd IAS/IFRS in the past, has stopped
applying IAS/IFRS and then returns to applying IKRS, the entity must re-apply IFRS 1.
Moreover, regarding — Capitalized financial chargest clarifies that if an entity has
incurred and capitalized financial charges directijtributable to the acquisition,
construction or manufacturing of an asset capédlimsing local accounting standards, the
amount can be maintained at the date of transitidAS/IFRS; from the date of transition to
IAS/IFRS, the capitalization of financial chargedl vollow the rules set out by IAS 23
Borrowing Costs.

0 IAS 1 Presentation of Financial Statement€omparative information: it clarifies that when
additional comparative information is provided,niust be presented in accordance with
IAS/IFRS. It also clarifies that when an entity ngas an accounting policy or makes a
retrospective restatement/reclassification, thétyeshould present a balance sheet at the

beginning of the comparative period ("third balasbeet" in the financial statements), while

99



no comparative information is required in the sutipg notes for the "third balance sheet",
apart from the items concerned.

o0 IAS 16 Property, Plant & EquipmentClassification of servicing equipment: it cléed that
servicing equipment must be classified in Propeptgnt and equipment if used for more
than one financial year, in inventories if useddae financial year.

o IAS 32 Financial Instruments: PresentatieThe tax effect of distributions to equity holsler
and of transaction costs of equity instrumentsclérifies that direct tax related to this
specific case follows the rules of IAS 12.

o0 IAS 34 Interim Financial Reporting Total assets for a reportable segment: it ééithat
total assets need to be disclosed if the amoustsegularly provided to the chief operating
decision maker of the entity, and there has bematarial change in the total assets for that
segment from the amount disclosed in the last drfmaancial statements.

Consolidated Financial Statements, Joint Arrangetmeand Disclosure of Interests in Other
Entities: Transition Guidance (Amendments to IFRS IERS 11 and IFRS 12) On 28 June
2012, IASB issued amendments to applicable IFR&etkler with the relevant standards, for
financial periods beginning on or after 1° Janu20¢3, assuming no early application. One of the
document’s purposes is to amend IFRS 10 to claniyw an investor is required to adjust
comparative periods retrospectively if the consadiwh conclusions reached at the date of initial
application are different under IAS 27/SIC 12 aRR$ 10. The Board also amended IFRS 11
Joint Arrangements and IFRS 12 Disclosure of Istisran Other Entities to provide similar relief
for the disclosure or change in comparatives rigfgrio prior periods with respect to comparative
periods presented in the financial statements. IHRSwas further amended by providing
additional relief in presenting comparatives fosaltbsures regarding unconsolidated "structured
entities” for periods beginning before the dateplication of IFRS 12.

Draft "Hedge accounting - Chapter 6 of IFRS 9 Fioiah Instruments™ Issued by IASB on 7
September 2012. The document seeks to addressrtiegks raised against the requirements set
out by IAS 39 for the application of hedge accougticonsidered too stringent and inappropriate.
The new elements bring significant changes to #ped of transactions eligible for hedge
accounting, changes to forward contracts and optemctounting when they are included in a
hedge accounting relationship, and changes tofthetiweness test, replaced by the principle of
"economic relationship" between hedge item and imgdipstrument; moreover, a retrospective
effectiveness assessment is no longer requirethddging relationships. Further information is
however required on an entity’s risk managemeateyy.

Investment Entities (Amendments to IFRS 10, IFR$AR27 and IAS 28} Published by IASB

in October 2012. The amendment introduces an exxeep IFRS 10 that requires investment
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entities to measure certain subsidiaries at failuevathrough profit and loss instead of

consolidating them. This standard applies to fingnstatements of periods beginning from 1°

January 2014. Early application is allowed.

NOTES TO THE CONSOLIDATED INCOME STATEMENT
1. Revenue

In order to provide a more complete view, and imsideration of the specifics of the sector, gross

revenue, agency discounts and net revenue arezedadg follows:

(€ thousands) 2012 2011

Gross revenue 309,150 316,635
Advertising agency discounts (33,212) (35,086)
Revenue, net 275,938 281,549

Revenue is realized exclusively in Italy and anlysis by geographical area is pointless. An analg$i

revenue by business segment is provided in note 14.

Gross revenue can be analyzed as follows:

2012 2011
TV advertising 190,566 201,768
Print media advertising 36,226 41,253
Stadium signage and electronic billboards 1,996 2,094
Internet advertising 1,760 1,332
Magazine sales 75,621 66,838
Subscriptions 3,016 3,126
Books and catalogues 1,302 1,377
VAT relating to publications (1,439) (1,253)
Other 102 100
Total gross revenue 309,150 316,635

As illustrated more in detail in the Directors’ Refy in 2012:

= TV advertising revenue (which comprises La7, La3dortitalia and the theme channels Cartoon

Network, Boomerang, and CNN) totaled Euro 190.8iom| down 5.5% on Euro 201.8 million in

2011 AC Nielsen;15.3% the TV advertising market in 2012 versu$130Advertising revenue on

La7 and La7d, amounting to approximately Euro 17#8iion, was basically in line (-1.8%) with

Euro 177.1 million in 2011. In 2012, the averadgedaly share of La7 was 3.45% (3.82% in 2011),

while La7d increased to 0.41% (0.29% in 2011);
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sales revenue from Group publications, amountingum 75.6 million, increased by 13.2% versus
2011 (Euro 66.8 million), thanks to revenue from tiew weeklies, “Settimanale Nuovo” and the
women's weekly “F”, which generated sales revenu&wo 10.1 million and Euro 3.6 million
respectively;

Gross advertising revenue on the Group’s magazi@sunting to Euro 35.2 million, thanks to
“Settimanale Nuovo” and “F”, managed to limit theod to -12.1% on the result of 201A¢

Nielsenthe magazine advertising market in 2012 down 18#%011).

*k*k

2. Other revenue and income

Other revenue and income can be analyzed as follows

2012 2011
Paper 1,302 1,222
Technical services 25 155
Other revenue and prior-year income 2,973 1,190
Total other revenue and income 4,300 2,567

“Other revenue and prior-year income” includes phiat subsidy of Euro 0.9 million (no such item in

2011), prior-year income and not operating revenue.

*%k%k

3. Changes in finished goods

Changes in finished goods amount to a negative B8rthousand (a negative Euro 124 thousand at 31

December 2011), and arise from the use of the nmma@aales during the ordinary course of business
relating to Cairo Editore S.p.A. and Cairo Publgh&.r.I.

*%k*k

Raw materials, consumables and supplies

Raw materials relate to the activities of Cairot&gi and Cairo Publishing, and include the maimge

2012 2011
Paper 27,794 23,921
Equipment and sundry materials 1,415 1,141
Change in inventories of paper, equipment and sumdterials (505) (561)
Total raw materials, consumables and supplies 28,704 24,501
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The increase in paper costs is related to the faofithe two new weeklies “Settimanale Nuovo” and
“F

ok
5.  Services
As shown in the following chart, this item mainlproprises publishers’ fees, agents’ commissions,
external processing, consultancies and collabarstigeneral and administrative costs, and can be

analyzed as follows:

2012 2011

Direct brokerage costs 138,424 146,909
Technical costs 349 377

Administrative costs 4,450 5,227
Consultancies and collaborations 13,921 11,962
External processing 19,639 17,757
Advertising and launch promotion costs 3,714 -

Advertising and promotion 6,795 6,124
Organizational costs and overheads 4,688 4,632
Total services 191,980 192,988

The variation in “direct brokerage costs”, whichinha includes publishers’ fees, agents’ commissions
and brokerage fees, is in line with the drop ineatising revenue.
The increase in “consultancies and collaboratiomghjch includes bordereau costs, and “external
processing”, comprising printing and prepress castselated to the two new weeklies “Settimanale
Nuovo” and “F”.
“Advertising and launch promotion costs” referslesively to the advertising and promotional costs
incurred for the two new weeklies. Including theeqpublication and study phase, mainly personnel
expense, these costs totaled approximately Eurmdlidn.
“Direct brokerage costs” includes the publisheed of Torino Football Club related to the advarys
concession agreement for the sale of stadium aswveyt space and of promotional-advertising
sponsorship packages, except for “main sponsoitipoggs, amounting to Euro 1.6 million.

—
6. Use of third parties assets
The item amounts to Euro 2,651 thousand (Euro 2{R8&sand at 31 December 2011) and mainly

includes lease payments for property, office eqeipinand royalties for copyrights.

*k*k
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7. Personnel expense

The item can be analyzed as follows:

2012 2011
Wages and salaries 18,252 17,542
Social security contributions 5,244 4,934
Post-employment benefits 1,338 1,145
Other expense 22 9
Total personnel expense 24,856 23,630

The increase in personnel expense is related toaheew weeklies and includes approximately Euro

0.7 million also for editorial staff costs incurrgdthe pre-launch stage.

*%k%k

8. Amortization, depreciation, provisions and impaiment losses

These can be analyzed as follows:

2012 2011
Amortization of intangible assets 501 459
Depreciation of property, plant and equipment 381 383
Allowance for impairment 1,782 2,438
Provisions for risk and charges 79 304
Total amortization, depreciation, provisions and 2,743 3,584
impairment losses
ok
9.  Other operating costs
These can be analyzed as follows:
2012 2011
Deductible and non-deductible taxes during the yea 262 148
Prior-year expenses 268 543
Other 416 389
Total other operating costs 946 1,080

*k*k

10. Loss on investments

The loss of Euro 1,461 thousand refers to the impatit loss on the investment in the associate Dmail

Group, measured with the equity method, as illtstréelow in Note 18

*k*k
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11. Net financial income

This item refers to financial income totaling EUr®72 thousand (Euro 1,444 thousand at 31 December

2011), net of financial expenses of Euro 126 thondsgcuro 117 thousand at 31 December 2011),

analyzed as follows:

2012 2011
Interest income on bank and postal accounts 1,838 1,411
Other 34 33
Total financial income 1,872 1,444
Bank interest expense ) 3)
Other (123) (114)
Total financial expense (126) (117)
Net financial income 1,746 1,327

Interest income includes interest on fixed-term a$#s in current accounts and on treasury bank
accounts used to employ liquidity.

*k%k

12. Income tax

This item can be analyzed as follows:

2012 2011
IRES for the year 7,414 10,854
IRAP for the year 2,055 2,408
Deferred tax income and expenses 471 (235)
Total current and deferred income tax 9,940 13,027

In accordance with relevant IFRS, the deferredinagme of a number of Cairo Communication Group
companies relates mainly to the accrual of prowigi@rtaining to the year, but having deferred tax
deductibility (allowance for impairment and prowss for risks and charges).

The reconciliation of the effective and theoretitzed charge can be analyzed as follows:

2012 2011
Pre-tax profit 28,605 36,486
Theoretical income tax charge (27.5%) 7,866 10,034
Permanent tax variations 19 585
Irap 2,055 2,408
Income tax 9,940 13,027
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For a clearer understanding of the reconciliatibthe effective and theoretical tax charge, IRAR hat
been taken into account as this is not based otagrprofit, and this would generate a distortirifpet
between one year and the other. However, the thiealréax charge has been calculated using theotrr
IRES tax rate of 27.5%.

*k*k

13. Loss from discontinued operations

This includes the results of Diellesei S.p.A. buiidation, which can be analyzed as follows:

2012 2011
Other revenue and income - 13
Services (2) (20)
Amortization, depreciation, provisions and impainnksses - (14)
Operating profit (EBIT) (1) (12)
Net financial income / (expense) - -
Loss before tax (2) (12)
Income tax - 1
Loss from discontinued operations (1) (10)

With regard to the financial situation, the effest Group liquidity of Diellesei in liquidation came

analyzed as follows:

2012 2011
Net cash flow used in operating activities andlitngidation process (18) a7
Net cash flow from (used in) financing activities - -
Net decrease for the year (18) (A7)

*%k%k

14. Segment reporting

For a clearer understanding of the Group’s econgartormance, the analysis is focused on the sult

achieved during the year by each business segmhbiu) has been identified, in compliance with IFRS

8 — Operating segments, based on internal repostingh is regularly examined by the directors.

The Group is organized in business units, eachrm structured around specific products and sesyice

and has three reportable business segments:

- publishing, the Group operates as a publisher of magazine®aoks through its subsidiaries
Cairo Editore, publisher of weeklies “SettimanalP’™, “DIPIU" TV", “Diva e Donna”,
“TV Mia” and supplements “Settimanale DIPIU’ e DUPTV Cucina e Stellare”, “Settimanale
Nuovo” and “F’, and monthlies “For Men Magazine”Nd&tural Style”, “Bell'ltalia”,
“Bell’Europa”, “In Viaggio”, “Airone”, “Gardenia”, “Arte” and “Antiquariato”, and Cairo

Publishing, publisher of books;
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- advertising, managed by Cairo Communication and Cairo Pultalievhich work together in

advertising sales in print media for Cairo Editoemd Editoriale Genesis (“Prima

Comunicazione”), on TV for third-party publisher$Miedia (La7 and La7d), Sportitalia and

Turner Broadcasting (Cartoon Network, Boomerand, @NN), on the Internet and for the sale

of stadium advertising spaces at the “Olimpico”tbadl pitch in Turin for Torino FC;

- Il Trovatore, which manages its own search engamel provides technological services mainly

within the Group.

No combinations were made for the definition ofaregble business segments.

2012 Publishi Advertisin Trovatore Unalloc Eliminations Total

ng g .

operatio

Revenue 78,928 196,983 27 - - 275,938
Inter-segment revenue 30,572 680 316 - (31,568) -
Other income 3,729 559 12 - - 4,300
Change in inventories (38) - - - - (38)
Production cost (77,571)(146,413) (297) - - (224,281)
Inter-segment production cost (841) (30,702) (25) 31,568 -
Personnel expense (18,993) (5,829) (34) - - (24,856)
Amortization, depreciation, provisisn (1,355) (1,403) 15 - - (2,743)
and impairment losses
Operating profit (EBIT) 14,431 13,875 14 - - 28,320
Loss on investments - (1,461) - - - (1,461)
Net financial income/(expense) 205 1,542 (1) 1,746
Pre-tax profit 14,636 13,956 13 - - 28,605
Income tax (4,749) (5,185) (6) - - (9,940)
Profit from  continuing 9,887 8,771 7 18,665
operations
Profit/(loss) from discontinue - - - (1) -
operations (1)
Profit for the year 9,887 8,771 7 (1) - 18,664
- Non-controlling interests - - 1 - - 1

A client in the publishing segment (the publicatiodistributor) accounts for approximately 29% of

consolidated revenue.
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2011 Publishi Advertisin Trovatore Unallocat Eliminatio Total
ng g ed ns
operation
S
Revenue 70,321 211,190 38 - - 281,549
Inter-segment revenue 29,860 502 316 - (30,678) -
Other income 1,872 695 - - 2,567
Non-recurring arbitration income - - - - - -
Change in inventories (124) - - - - (124)
Production cost (64,883)(155,697) (274) - - (220,854)
Inter-segment production cost (688)(29,968) (22) - 30,678 -
Personnel expense (16,746) (6,852) (32) - - (23,630)
Amortization, depreciation,
provisions (1,416) (2,170) 2 - - (3,584)
and impairment losses
Operating profit (EBIT) 18,196 17,700 28 35,924
Loss on investments - (765) - - - (765)
Net financial income /(expense) 177 1,151 (1) 1,327
Pre-tax profit 18,373 18,086 27 - - 36,486
Income tax (6,451) (6,554) (22) - - (13,027)
Profit from  continuing 11,922 11,532 5 - - 23,459
operations
Profit/(loss) from discontinue - - (10) -
operations (10)
Profit for the year 11,922 11,532 5 (10) - 23,449
- Non-controlling interests - - 3 - - 3

Management monitors the operating results of bgsingnits separately in order to decide on the
allocation of resources and the evaluation of tesulransfer prices between business sectors are

established based on market conditions applicaltiensactions with third parties.

Segment statement of financial position figuregcHjcally, total assets for each reportable sednam
not represent amounts regularly provided to thefcbperating decision-maker. This detail, formerly
prescribed also without such condition, is not ed in these explanatory notes in accordance thih
amendment of IFRS 8Gperating segmenteffective as from 1 January 2010.

*k*k

15. Earnings per share

Earnings per share are calculated dividing thenfired results of the Group by the weighted averafge

outstanding shares, excluding the weighted avesageasury shares. Specifically:
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2012 2011

€ thousands

Profit from continuing operations 18,665 23,459
Profit / (loss) from discontinued operations (1) (10)
Profit for the year 18,664 23,449
Weighted average number of outstanding shares Be8&mber 2012 78,343,400 78,343,400
Weighted average number of treasury shares (42,328 (551,052)
Weighted average number of shares used in the calation of

earnings per share 77,923,072 77,792,348
€ thousands:

Earnings per share attributable to continuing ajpmra 0,240 0,302
Earnings / (loss) per share attributable to disoaet operations (0,000) (0,000)
Net earnings per share 0,240 0,302

Diluted earnings per share are not calculatedex® thre no shares with a potential dilutive effect.

NOTES TO THE STATEMENT OF FINANCIAL POSITION

Asset and liabilities by category are analyzedmfollowing notes:

16. Property, plant and equipment

The movements in PPE can be analyzed as follows:

Property Plant and Other assets Total
machinery
Carrying amount at 31/12/2011 1,406 185 1,133 2,724
Additions - 74 525 599
Disposals - - - -
Depreciation (43) (33) (305) (381)
Carrying amount at 31/12/2012 1,363 226 1,353 2,942
ok
17. Intangible assets

The movements in intangible assets can be anabzéallows:
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Concessions, Goodwill Titles Assets Total
licenses under
and constr.
trademarks
Carrying amount at 31/12/2011 274 7,198 1,805 5 9,282
Additions 321 - - 5 326
Disposals - - - - -
Depreciation (237) - (264) (501)
Carrying amount at 31/12/2012 358 7,198 1,541 10 9,107

Concessions, licenses and trademarks

At 31 December 2012, this item mainly regarded iappibn software.

Goodwill

This item refers to the excess of the purchaseemier the percentage attributable to the Groufhef
fair value of assets, liabilities and identifialdentingent liabilities of a number of subsidiaregstheir
date of acquisition, net of related accumulatedréimadion at 30 September 2004, as the Group ctwse
adopt the exemption provided under IFRS 1 not foiyafi-RS 3 retrospectively to transactions which
took place prior to the date of transition to IFRS.

The movements in this item for each of the casleggimg units (CGU), which the Group has identified

for the business segments in which it operatesjeseribed below:

CGuU Balance at  Additions Disposals Impairment  Balance at
31/12/11 losses 31/12/12
Publishing 4,746 - - - 4,746
Advertising 2,289 - - - 2,289
Trovatore 163 - - - 163
Total 7,198 - - - 7,198

At 31 December 2012, goodwill underwent impairmisting as required by IAS 36. This test, carried
out at least annually, was performed at the lef/gh® cash generating units (CGUSs) to which gooddwil
allocated. The realizable value of goodwill wasedeiined by estimating value in use calculated as th
present value of the prospective cash flows frorarafions derived from the most recent company
budgets and three-year plans.

The main assumptions made for the calculation bfeven use are summarized as follows:
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CGU Growth rate of Discount rate Growth rate of Discount rate
terminal values 2012 terminal values 2011
2012 2011
Publishing 1% 10.5% 1% 10.5%
Advertising 1% 10.5% 1% 10.5%
Trovatore 1% 10.5% 1% 10.5%

No evidence arose to indicate that the activit@sied out by the CGUs subject to impairment testin
could have suffered an impairment loss. Furthermitve Group has developed a sensitivity analysis of
the realizable values allocated to the three CGs&laguthe discount rate as the key parameter. No
significant evidence of potential impairment aré®en this analysis.

The estimates and the budget figures used for ¢bermination of the recoverable amount of goodwill
have been determined by Group management on tiedfdsth past experience and on the expectations
of the development in the markets in which the @rayperates, also taking account of the specific
general economic environment. Management beliekias the use of these estimates will have no
significant impact in determining the carrying ambwf goodwill, especially in the publishing and

advertising sector, of which is already fully cox@iby the expected cash flows of 2013.

Titles

Titles are made up as follows:

Balance at Additions Amortization Balance at

31/12/11 31/12/12
Bell'ltalia 1,141 - (164) 977
Bell’'Europa 629 - (88) 541
Other titles 35 - (12) 23
Total 1,805 - (264) 1.541

The time period deemed appropriate for the valnadiothe remaining useful life of these titles haen

set at 20 years for “Bell'ltalia” and “Bell’EuropaThe carrying amount of the other titles, primaril
“Arte” and “Antiquariato”, has also been amortized a straight line basis over a 20 year period. The
carrying amount of “Bell'ltalia” and “Bell’Europa™underwent impairment testing to evaluate any
impairment loss on realizable value, as definedth®ir value in use being cash flows based on the
expected results of the titles. No evidence of iimmpent was identified. The main assumptions used in

the calculation of value in use are the same astilited in the previous paragraph.

* %
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Investments and non-current financial assets

The movement in this item can be analyzed as faiow

Carrying Write-ups Effects of fair Impairment Carrying
(€ thousands) ??{7(1);;;0?1 value losses ;Ef;/nztoaifz
measurement

Cairo Sport S.r.l. 10 - - - 10
Total subsidiaries 10 - - - 10
Dmail Group S.p.A. 1,461 - (1,461)

Total associates 1,461 - (1,461)

Other 11 - - - 11
Total other 11 - - - 11
Total 1,482 - (1,461) - 21

The subsidiary Cairo Sport S.r.l., which is not saidated as it is not considered significant, was

measured at cost, which does not differ much fieenaimount calculated using the equity method.

The investment held in the listed company Dmail {pr&.p.A. refers to n. 153,000 shares (post reverse

stock split 1:5 on 11 July 2012), or 10% of therstwapital.

At 31 December 2012, the associate recognizedsaitoprofit and loss, reflected in the measurement

using the equity method.

The half-year report of Dmail Group at 30 June 2848 shown a loss of Euro 11.2 million, inclusie o

the impairment of intangible assets (goodwill) afr& 6.5 million. Following this loss, the Dmail Gno

and Parent equity at 30 June 2012 came to a nedativo 5.6 million and a negative Euro 6.6 million
respectively. At its meeting on September 24, 2812 Board of Directors resolved to file an appima

for a composition with creditors (blank option)peocedure under which it reserved to present a debt

restructuring agreement.

The new Board of Directors of Dmail Group, appoihtey the shareholders on 30 October 2012,

subsequently sought to restructure the Group's tthebtigh the restructuring agreement pursuanttto ar

182 bis BL

At 6 March 2013 (the time limit granted by the Cduthe business plan approved on March 4 by the

Board of Directors of Dmail Group S.p.A. was in fhrecess of certification, pending an agreemert wit

banks, pursuant to art. 182 bis BL.

DMail Group has also communicated:

- that a number of shareholders, in order to impldrttebusiness plan, confirmed in writing their
commitment to recapitalize the Company up to Ewonriillion, in a meeting to be convened
pursuant to art. 2446 and 2447 of the Italian QBdlde, subject to approval of the agreement
pursuant to art. 182 bis BL,
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- that it was informed that the shareholders SMALGtEhiIo Percassi), Banfort (Gianluigi

Vigano) and Niteroi S.r.l. (headed by the De Carédimily) reached an agreement with Rotosud

S.p.A., under which Rotosud S.p.A. undertakes tisstibe part of the increase in capital, for a

total of Euro 13.8 million envisaged by the ceedifibusiness plan, subject, again, to approval of

the agreement pursuant to art. 182 bis BL.

After the reporting date, 55,334 Dmail Group shamese sold for a total consideration of Euro 311
thousand. The investment in the company has thapéd from 10% to 6,4%.
The key financial figures of Dmail Group, drawnrfrats interim management report at 30 September

2012 (the latest available at the date of prepamati these notes), gross of tax effects and ekujud

statement of financial position figures other thlwe net financial position, from the consolidated

financial statements at 31 December 2011 and tinsotiolated interim report at 30 June 2012, are

summarized in the following tables:

Income statement

9 months at 30 6 months at 30 June

12 months at 31

(€ thousands) September 2012 2012 December 2011
Revenue and other income 46,561 33,301 76,825
Net operating profit (loss) from continuing opeoats (16,558) (10,947) (2,010)
Pre-tax profit (loss) from continuing operations 8,088) (12,022) (4,160))
Profit (loss) from discontinued operations Nd (11,140) (5,364)
Profit (loss) from assets held for sale Nd (12) (3,958)
Profit (loss) for the year/period Nd (11,152) (9,322)

Statement of financial position
(€ thousands)

30 June 2012

31 December 2011

Non-current assets

Current assets

Current financial receivables

Cash

Total assets

Non-current borrowings and provisions
Non-current financial payables

Current financial payables

Other current payables

Equity attributable to the owners of the parent
Equity attributable to non-controlling interests

Total equity and liabilities

29,752 35,169
32,732 37,769
- 98
2,415 1,468
64,899 74,504
15,434 15,689
1,471 1,645
31,015 30,891
23,486 21,612
(7,530) 3,475
1,023 1,192
64,899 74,504
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Net financial position 30 September 30 June 2012 31 December

(€ thousands) 2012 2011
Cash 1,790 2,415 1,468
Current financial receivables - - 98
Non-current financial payables (1,738) (1,471) (1,645)
Current financial payables (31,101) (31,015) (30,891)
Total equity and liabilities (31,049) (30,071) (30,970)

*%k%k

19. Deferred tax assets

These refer to the recognition, in the financiatestnents at 31 December 2012, of deferred taxsasset

the temporary differences between the carrying atsoof recognized assets and liabilities and ttaair

amounts, as follows.

31/12/2012 31/12/2011

Temporary Temporary

differences Tax effect differences Tax effect
Deferred tax assets
Taxed allowance for impairment 9,762 2,687 10,094 2,775
Tax losses carried forward 68 19 47 13
Taxed and returned provisions for risk and charges 1,070 332 1,002 311
Taxed provision for inventory write-down 592 186 741 233
Directors’ fees 159 44 843 232
Consolidation entries for write-off of intra-grougadle relations 407 128 818 257
Consolidation entries for transfer of the intra-graale of titles 2,353 739 2,614 821
Other temporary differences 583 191 571 166
Total deferred tax assets 14,994 4,326 16,730 4,808
Deferred tax liabilities
Different accounting treatment of post-employmesrdfits (138) (38) (227) (49)
Different accounting treatment of land depreciation (86) (25) (86) (25)
Total deferred tax liabilities (224) (63) (313) (74)
Net deferred tax assets 14,770 4,263 16,417 4,734

Deferred tax assets are recognized to the exteyt #ine considered recoverable depending on the

presence of future taxable income in which tempomifferences will be reversed. Management

periodically reviews the estimates underlying theoverability of these amounts.

* * %
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20. Inventories
Inventory movements arise entirely in the publightompanies and can be analyzed as follows:

31/12/12 31/12/11 Change
Raw materials, consumables and supplies 3.475 2.970 505
Work-in-progress and bordereau 153 238 (85)
Finished products and books 229 181 48
Total 3.857 3.389 468

Inventories are stated net of the provision foremery write-down of Euro 866 thousand, reduced by
Euro 184 thousand versus 31 December 2011 as laoéssge over the period.
« Raw materials
Raw materials relate mainly to paper and are rdzedrat the lower of purchase or production cost
and their estimated realizable value, based onehaerformance at year end.

«  Work-in-progress

Work-in-progress comprises purchase or productomtscincurred for publications to be invoiced by
Cairo Editore S.p.A. This item also includes boeder for services yet to be used, available for
future publications, and work in progress on footiing editions.

» Finished products
Finished products include Cairo Editore and CainblBhing S.r.l. inventories of books and

monographic issues, measured at the lower of cakestimated realizable value.

*k%k

21. Trade receivables

Trade receivables can be analyzed as follows:

31/12/12 31/12/11 Change
Trade receivables 100,527 121,798 (21,271)
Allowance for impairment (10,146) (10,990) 844
Total trade receivables 90,381 110,808 (20,427)

Trade receivables are stated net of the allowancenfipairment that has been determined taking
account of both specific collection risks and aegahrisk of non-collectability based on the ordina
trend of company operations. This allowance alkeganto account the allocation to the Group’s medi
clients, in particular third-party clients, of arpentage of losses on receivables, equal to theeptrge

of revenue allocated, pursuant to advertising spatas contracts signed between the two parties.

The ageing of trade receivables by due date at &dember 2012 versus 31 December 2011 is as

follows:
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31 December 2012 Current Past due Pastdue Past due Past due Total
between 30 between 61 between91 over 180
and 60 days and 90 days and 180 days days

Trade receivables 83,978 1,891 1,355 2,228 11,075 100,527
Allowance for impairment (1,688) (289) (324) (343) (7,502) (10,146)
Net trade receivables 82,290 1,602 1,031 1,885 3,573 90,381
31 December 2011 Current Past due Past due Past due Past due Total

between 30 between 61 between91 over 180

and 60 days and 90 days and 180 days days

Trade receivables 100,967 2,395 1,415 2,369 14,652 121,798
Allowance for impairment (890) (249) (263) (275) (9,313) (10,990)
Net trade receivables 100,077 2,146 1,152 2,094 5,339 110,808

In terms of concentration, the top 10 customersesgnt roughly 14% (16% in 2011) of total
advertising sales, whilst the top 100 customersesgnmt 58% (57% in 2011). These ratios are bagicall
in line with prior years.

The publishing segment presents a limited exposucgedit risk as publishing revenue is substantial
generated by one sole party — the Group - whilstistribution revenue, the distribution contraghich
accounts for about 29% of net consolidated opayatmenue, provides for an advance payment equal to

a significant percentage of the estimated salesofi magazine.

In 2012, the allowance for impairment increasedwitcruals of Euro 1,782 thousand and was reduced

for use over the period of Euro 2,626 thousand) wihet decrease of Euro 844 thousand.

Trade receivables include due from Torino FootGdlib S.p.A.: Euro 152 thousand to Cairo Pubblicita
for contractual relations as described in Notea&8&] Euro 360 thousand to Cairo Communication for

administrative services provided and for varioudhegged expenses.

*k*k

22. Other receivables and other current assets

These can be analyzed as follows:
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31/12/12 31/12/11 Change
Prepaid IRAP 356 185 171
Tax assets 1,877 771 1,106
VAT credit 3,84t 1,202 2,643
Total tax assets 6,07¢ 2,158 3,92
One-off payment Sportitalia 1,00C 1,500 (500
Other prepayment 702 687 15
Other assets 397 454 (57
Total other receivables and other current assets 877 4,799 3,37¢

“One-off payment Sportitalia”, amounting to Eur®Q0Q thousand, included the residual amount of the
one-off payment made in December 2009 to the pudigor the signing of the exclusive advertising

concession contract on the digital and satellitertiplia and Sportitalia 2 channels and on the
www.sportitalia.com website.

*k*k

23. Securities and other current financial assets

At 31 December 2012, the Group held no securitiegtlger current financial assets.

*%k%k

24. Cash and cash equivalents

The item coincides with the net financial positeomd can be analyzed as follows:

31/12/12 31/12/11 Change
Bank and postal accounts 61,214 54,682 6,532
Cash 20 19 1
Total cash and cash equivalents 61,234 54,701 6,533

The Group continued to manage its cash and caskhatept prudently, investing for the most part in
interbank deposits.

As shown in the statement of cash flows, the pasiariation of the net financial position, amouqgti
to approximately Euro 6.6 million, is mainly as@&ite to the positive cash flows from operating

activities netted against the distribution of oadyhand interim dividends of Euro 22 million.

*k*k

25. Equity
At 31 December 2012, consolidated equity was EOr83 thousand, including profit for the year.
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The statement of reconciliation of the Parent’sitgcgand profit and Group equity and profit is set i
the Directors' Report.
In 2012:

- at their Meeting of 26 April 2012, the shareholdaepproved the distribution of a dividend of
0.30 Euro per share, inclusive of tax, of which @15 already distributed as an interim
dividend under the resolution adopted by the mgetihthe Board of Directors held on 30
November 2011 for a total of Euro 11.7 million. Tirdance of the dividend, amounting to Euro
0.15 per share for a total of Euro 11.7 million,swiistributed with detachment date on 7 May
2012 and made payable on 10 May 2012.

- at its meeting on 13 November 2012, the Board o&®@ors approved the distribution of an
interim dividend for the 2012 financial year of BuU3.13 per share (inclusive of tax), for a total
of Euro 10.1 million, of which Euro 8.9 million haalready been distributed at 31 December

2012.

The share capital at 31 December 2012 was Euro44tB@usand, subscribed and fully paid up,
comprising 78,343,400 ordinary shares to which oiminal amount is attributed.

In accordance with the bylaws, the shares aretergid, indivisible and freely transferable. Theg ar
object to the requirements of representation, ilegiaition, circulation of the company investment
required for securities traded on regulated marledsh share has the right to a proportion of tioitp
which has been approved for distribution and t@dign of equity on liquidation and also has thghti

to vote, without limits other than those as defitgdthe Law. No securities having special rights of
control have been issued. No financial instruméiatge been issued attributing the right to subsdibe
newly-issued shares. No share incentive plansransaged involving share capital increases, inclgdi

bonus issues.

The reconciliation between the number of outstagdimares at 31 December 2012 and at 31 December

2011 is as follows:

31/12/2011 Purchase of Sale of treasury 31/12/2012

treasury shares shares

Ordinary shares issued 78,343,400 - - 78,343,400
Less: treasury shares (371,327) (79,452) - (450,779)
Ordinary outstanding shares 77,972,073 (79,452) - 77,892,621
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In 2012, as part of the share buy-back plans, 2tdasury shares were purchased. At 31 December
2012, Cairo Communication held a total of 450, 7g@&sury shares, or 0.575% of share capital, subject
to art. 2357 ter of the Italian Civil Code.

26. Post-employment benefits

*k*k

This item reflects the accruals made for all emeésyat the reporting date on the basis of the ¢treaje

unit credit method, using actuarial valuations. Tien assumptions used in this valuation are as

follows:
Cairo Cairo Cairo Cairo
COMPANY Communication _ Pubblicita ___Editore Pubblicita
Agent
TYPE OF VALUATION TFR TFR TFR termination
benefits
Mortality table Sim/f 1998 Sim/f 1998 Sim/f 1998 Sim/f 1998
Reduction of mortality table 20.00% 20.00% 20.00% 20.00%
Advance request rate MANAGER 1.00% 0.50% 0.50% -
Advance request rate JUNIOR MANAGER 2.00% 0.50% 2.00% -
Advance request rate EMPLOYEE 2.00% 0.50% 2.00% -
Advance request rate JOURNALIST not present not present 2.00%
Salary increase rate MANAGER 5.00% 2.50% 0.00% -
Salary increase rate JUNIOR MANAGER 4.00% 2.50% 0.00% -
Salary increase rate EMPLOYEE 4.00% 2.50% 0.00% -
Salary increase rate JOURNALIST not present not present 0.00%
Fee increase rate AGENT - - - 4,00%
Future inflation rate 2.00% 2.00% 2.00% 2.00%
Discount rate 3.59% 3.59% 3.59% 4.00%
Resignation rate MANAGER 2.00% 0.50% 0.00% -
Resignation rate JUNIOR MANAGER 2.00% 0.50% 5.00% -
Resignation rate EMPLOYEE 7.00% 2.50% 6.50% -
Resignation rate JOURNALIST not present not present 5.00%
Resignation rate AGENT - - - 15,00%
The composition and movements of this item is bnodkewn as follows:
31/12/12 31/12/11
Opening balance 3,898 3,891
Increase 1,248 1,143
Profit (loss) from actuarial valuations 90 2
Utilization/other movements (1,150) (1,138)
Closing balance 4,086 3,898

The average headcount over the two years can lhzadas follows:
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31/12/2012 31/12/2011 Average
Senior managers 14 14 14
Managers 20 20 20
Employees 132 136 134
Journalists and freelance 124 106 115
Total 290 276 283
*k%k
27. Non-current financial liabilities
The Group has none.
*k%k
28. Provisions for risks and charges
The provisions for risk and charges include:
31/12/12 31/12/11 Change
Pension and similar provision
1,237 1,159 78
Provision for publishing returns 515 474 41
Provision for liquidation 84 101 a7
Provision for other risks and charges 443 448 (5)
Total 2,279 2,182 97
The composition and movements of this item canradyaed as follows:
Pension and Publishing Liquidation  Other risks Total

similar returns and charges
provision
Closing balance at 31/12/2011 1,159 474 101 448 2,182
Increases 79 515 - 594
Utilization 1) (474) 17) (5) (497)
Closing balance at 31/12/2012 1,237 515 84 443 2,279

The provision for “pension and similar provisionsas accrued by Cairo Pubblicita S.p.A. in respéct o

the agents’ termination benefits as prescribedalaydnd contracts, subject to actuarial valuaticaset

on the assumptions illustrated_in Note 26

The “provision for publishing returns” relates teetoperations of the subsidiary Cairo Publishing.S.

the relating net provisions are deducted from reeegnom book sales.
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The “provision for liquidation” refers to provisisrmade to cover the liquidation costs of Dielle3eil.

in liquidation; the related provisions are recoguiin profit / (loss) from discontinued operations.

The “provision for other risks and charges” inclsgeovisions that are considered prudently necgssar
for charges that could arise from current legalcpealings and contractual disputes that remain
unsettled.

*k*k

29. Current loans and borrowings

At 31 December 2012, there were no “loans and bongs”.

*k*k

30. Trade payables

Trade payables amounted to Euro 104,932 thousasuteaksing by Euro 2,097 thousand versus 31
December 2011 and refer entirely to the current.yElae portion related to Diellesei S.r.l. in ligation
amounted to Euro 68 thousand.

Trade payables include Euro 39 thousand due t@agbkeciate Torino Football Club S.p.A. for amounts
accrued relating to the advertising concessionraohsigned with Cairo Pubblicita S.p.A.

*k*k

31. Receivables from and payables to the Parent

Receivables from and payables to the parent of Ei#®9 thousand and Euro 11 thousand, respectively,
refer mainly to the parent UT Communications S.paAd arise from the national tax consolidation
scheme, under art. 117/129 of the TUIR (Consolil&teome tax act), to which Cairo Communication
S.p.A. and its subsidiaries Cairo Editore S.p.Aair€ Pubblicitd S.p.A., Diellesei S.r.l. in liquititan,
Cairo Due S.r.l. and Cairo Publishing S.r.I. agreeddhere.

*k*k

32. Tax liabilities

Tax liabilities include:

31/12/2012 31/12/2011 Change
Withholding taxes on employees 976 843 133
Withholding taxes on contract workers 471 387 84
IRAP payables - 238 (238)
VAT payables - 476 (476)
Other 4 61 (57)
Total tax liabilities 1,451 2,005 (554)

*k*k

33. Other current liabilities

These can be analyzed as follows:
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31/12/2012 31/12/2011 Change
Social security charges payables 1,862 1,855 7
Advances on subscriptions 1,913 1,867 46
Shareholders liabilities for dividends 1,262 1,456 (194)
Due to personnel (holidays, bonuses, etc.) 3,397 4,391 (994)
Accrued expenses and deferred income 349 369 (20)
Other liabilities 2,843 2,506 337
Total other current liabilities 11,626 12,444 (818)

Social security charges payables relate entirelth&ocurrent year. The Group normally pays social

security charges and withholding taxes in accordarith legally defined due dates.

Advances relate to that portion of subscriptionrpasgts received from customers to whom magazines
have not yet been issued, as well as prepaymenspéaially commissioned future editions.

“Other liabilities” include Euro 0.4 million (Eur®@.5 million at 31 December 2011) related to the

rebilling of the share of print media bad debts, ldsses of which have not been fully ascertained.

*k*k

34. Commitments and risks

Main guarantees given by third parties in favouthef Cairo Communication Group are as follows:
- abank surety of Euro 17.6 million, expiring ondifne 2013 issued by Unicredit to Telecom
Italia Media S.p.A. (Telecom ltalia Group) securipgyment of minimum guaranteed fees
specified in its contract for the exclusive sale@abévision advertising space on La7;

- other sureties totaling Euro 327 thousand by banks.

35. Other information

The advertising concession contract regarding Letg minimum annual gross advertising revenue in
2013 of Euro 126 million, with minimum annual guateed fees for Telecom Italia Media of Euro 88.2

million (70%).

In December 2010, Telecom Italia Media and Cairan@uinication agreed to revise the advertising
concession contract of 19 November 2008. Spedyicébr 2011 and for the 2012-2014 three-year

period, both set additional annual advertising nexe targets (unguaranteed) with respect to the
minimum annual revenue, proportional to the achiexat by Telecom Italia Media of annual targets of
share higher than the given 3% for La7’s sharerdZaiachievement of these additional targets, or
payment to Telecom Italia Media of equivalent due#, entitle Cairo to renew the contract up to 31

December 2019. Otherwise, Telecom ltalia Mediautbh@rized to withdraw from the contract.
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The contract regarding the La7d digital channed sgihimum gross advertising revenue in 2013 of Euro

8 million for a 0.2% share of the channel, with mnm guaranteed fees for Telecom Italia Media of
Euro 5.6 million, paid as per contract on a montbdgis. A result higher or lower than the 0.2% shar
will produce a corresponding increase or decreasminimum annual revenue and in the guaranteed
minimum fee.

Starting from May 2012, Telecom Italia began thecpss for the possible sale of the investmentineld
Telecom ltalia Media, that is, the possible segadisposal of TV activities (La7 and the MTV ltalia
Group) and network operator activities (Tl Media&dcasting) headed by the company.

In August 2012, Telecom ltalia Media filed a judikciclaim against Cairo Communication alleging
certain breaches of the advertising concessionracintelating to individual occurrences extremely
immaterial under an economic standpoint, which deemed by Cairo Communication totally
groundless, and seeking compensation for the dasmagiered as consequence of such breaches.
Telecom ltalia Media reserved the right to deteertime amount of the damages during the proceedings.
After year-end 2012, Cairo Communication S.p.Aneitj an agreement with Telecom lItalia Media for
the acquisition of the entire share capital of I&7.l., excluding the investment held by La7 Sinl.
MTV ltalia S.r.1.

As part of the abovementioned transaction to aeqtie entire share capital of La7 S.r.l. - the
completion of which is currently subject to the harizations pursuant to the current legislation -
Telecom ltalia Media and Cairo Communication sigaebinding agreement envisaging, among other
things, Telecom Italia Media’'s commitment to (ilefin early April 2013, formal acknowledgement of
the discontinuance of action and request terminatfid) at the date of execution of the acquisition
agreement, to sign a waiver of the legal action @indny claim relating to the advertising concessio

contracts.

As the result of a VAT audit performed on Cairo Goamication S.p.A., in its report, the Guardia di
Finanza (the Italian Tax Police) identified somedings for 2002 and subsequent years (2003, 2004,
2005 and 2006) relating to the application if afiyW@&T on dealing rights charged to media centres,
which were subsequently included in the final awdgorts issued in January 2008 (for 2002), in June
2008 (for 2003, 2004 and 2005) and on 24 Novemltdrl 2(for 2006), which the company has
challenged. Regarding 2006, at the date of writihthese notes, the hearing for the appeal hakyet
scheduled. For all the periods in question (20032 2004 and 2005), the Provincial Tax Commission
of Milan has ruled in favour of the Company’'s apgpea’he Agenzia delle Entrate (Italian Tax
Authorities) has filed an appeal with the Regiofiak Commission of Milan against these decisions. In
April 2010, the Regional Tax Commission of Milarled in favour of the Agency's appeal regarding
2002, and in October 2011 also regarding the y2aes8, 2004 and 2005, on questionable grounds.
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Cairo Communication has already appealed to thetGduCassation against the judgment regarding

2002, for which the tax claim amounts to Euro 4duand, in addition to penalties of Euro 51 thodsan
and the judgment regarding the subsequent year3, 2004 and 2005, for which the tax claim totals
Euro 247 thousand, in addition to penalties of E2ifr@ thousand and interest. The tax claim for 2006
amounts to Euro 63 thousand, in addition to pezgltf Euro 79 thousand and interest.

Regarding this tax claim, the Company has proniig an appeal and, to date, the hearing hasoyet t
be scheduled.

In June 2012, in relation to 2003, 2004, 2005 a®d62 the Company received two tax assessments
demanding payment of the amounts due arising assaltrof the judgment of the Regional Tax
Commission, for a total claim of approximately E4@i thousand, including penalties and interest.

In relation to the alleged tax claim contained liege reports, based also on the advice of its tax
consultants, the Directors believe there are fureddat reasons and rights to oppose the relevant

findings.

In the hearing on 4 March 2013, the ltalian Tax hkuities issued an order for relief, thus
acknowledging the Company’s arguments, relatinghto objections raised by the Authorities against
Cairo Communication, illustrated in the notes te tonsolidated financial statements for the yededn
31 December 2011, and relating to the use, foretffgy purposes, of payments made by Cairo
Communication in 2007, of excess IRES resultingnfrthe income tax return for the year ended
September 30, 2006.

The parties unanimously requested dismissal ofdéise for discontinuance of the matter at issue.

A previous shareholder of the subsidiary Il Trovat&.r.l., who did not sell its shares to the ptaren
company, had risen a claim against the current ntynshareholder, involving Cairo Communication
S.p.A. indirectly, questioning the validity of trentract under which he had sold the quota in the
limited partnership Il Trovatore and the transfotiom of this company from a limited partnershipato
limited liability company (S.r.l.), and requestitige annulment of the subsequent acquisition of the
company by Cairo Communication. The requests otctheterparty were rejected in the first instance,
although the counterparty has filed an appeal. adso on the advice of its legal counsels, the

Directors believe that the grounds of these clainessuch as not to request a specific accrual.

In its hearing on 18 October 2010, the Provinciak Tommission of Milan acknowledged the appeal
filed by Cairo Editore S.p.A. regarding the asses#motice for tax year 2004, illustrated in theesao
the financial statements at 31 December 2010. Hiiarnn Tax Authorities have filed an appeal witle th

Regional Tax Commission of Milan against the ruliAtythe date of writing of these notes, the hearin
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for the appeal has yet to be scheduled. Basedoaldhe advice of its tax consultants, the Directors

believe there are fundamental reasons and righdpose the relevant findings.

Immobiledit S.r.l., the subsidiary merged into @akditore in 2009, is party to a lawsuit regardiang
property purchase. In 2004, the Court of Milanthe first instance, had rejected the adverse arty’
claims, ordering the adverse party to pay damagesgttle in separate proceedings, and to repal leg
expenses. The Court of Appeal has partly reverseduling of first instance, ordering Immobiledit t
pay for the expenses of first and second instaegescting the adverse party’s claim for damageschvh
has appealed to the Court of Cassation againstejeetion. Based also on the advice of its legal
consultants, the Directors believe that the advpesty’'s appeal does not require any relevant atcru
against it.

It is also noted that:
- the consolidated financial statements at 31 Dece2®E2 do not include any receivables or
payables with a residual term exceeding five years.
- no company within the scope of consolidation hastabzed any financial expenses.

*k*k

36. Related party transactions

Transactions between the parent and its consofidautibsidiaries, which are its related parties, have
been eliminated from the consolidated financiaiesteents and are therefore not shown in this note.

The Group holds relations with the parent (UT Comitations S.p.A.) and with the latter's
subsidiaries at conditions deemed normal in thespective relevant markets, taking into account the
nature of services offered. Below is a summary h&f statement of financial position and income
statement balances deriving from the transactiomslemin 2012 with these related parties. The
identification and disclosure regarding relatediparwere made in accordance with the IAS 24 Revise
Based on this Standard, related parties were filohtas the parents, subsidiaries, associates and
affiliates of the Group, as shown in the list dftedt to this Annual Report (“List of investmentstbé
Group at 31 December 2012"). The Ultimate ParenhefGroup is U.T. Communications S.p.A.

The Group holds investments in the subsidiary C&8port (Euro 10 thousand) and in the associate
Dmail Group (Euro 0 thousand).

The effects of these transactions on the 2012 ddased income statement of the Cairo
Communication Group are as follows:
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Revenue and costs
(€ thousands)

Revenue

Costs

Financial
income

Financial
expense

Parent

UT Communications S.p.A.

Jointly-controlled companies

Torino FC S.p.A.

184

1,709

MP Service S.r.l.

Total

184

1,709

The effects of these relations on the consolidaetement

Communication Group at 31 December 2012 are aswsll

of financial position of

the Cairo

Receivables and financial assets
(€ thousands)

Trade
receivables

Other
receivables and
current assets

Receivables tax Other current

consolidation
scheme

financial

assets

Parent

UT Communications S.p.A.

61

4,638

Jointly-controlled companies

Torino FC S.p.A.

512

MP Service S.r.l.

47

573

47

4,638

Payables and financial liabilities
(€ thousands)

Trade payables

Other payables
and current
liabilities

Payables tax
consolidation
scheme

Other current
financial
liabilities

Parent

UT Communications S.p.A.

11

Jointly-controlled companies

Torino FC S.p.A.

39

Other

Dividends to shareholders

1,262

Total

39

1,262

11

Transactions made during the year with relatedigmrincluding intra-group transactions, are quedif

as neither atypical nor unusual, as they are censitipart of the ordinary business conducted byisro

companies. These transactions are settled at meokelitions, taking into account the nature of good

and services offered.

In 2012, the relations and transactions with themaU.T. Communications and with its subsidiades

be analyzed as follows:

- the concession contract between Cairo Pubblicith &arino FC S.p.A. (a subsidiary of U.T.

Communications) for the sale of advertising spactha Olimpico football pitch and promotional

sponsorship packages. This contract resulted irppdyenent in 2012 of Euro 1,574 thousand to the

concession holder against total revenue of Eur®6l®ousand, net of agency discounts. Cairo

Pubblicita earned further commissions of Euro @ugtand. As part of the advertising contract, Cairo

Pubblicita also purchased football tickets worthrd&®5 thousand and recharged Torino F.C.

pertaining costs of Euro 24 thousand;
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- the agreement between Cairo Communication S.p.A. Borino F.C. for the provision of

administrative services such as bookkeeping, whioides for an annual consideration of Euro
100 thousand;

- the agreement relating to the purchase of advegtispace at the Olimpico football pitch between
Cairo Editore and Torino FC., for an annual consitien of Euro 100 thousand,

- as already mentioned, Cairo Communication and ltssigiaries Cairo Editore S.p.A., Cairo
Pubblicita S.p.A., Diellesei S.r.l. in liquidatioiGairo Due S.r.l. and Cairo Publishing S.r.l.
adhered to the national tax consolidation schemé&lo€Communications S.p.A. The consolidation
scheme, which governs the financial aspects of atsopaid or received in return for the
advantages or disadvantages resulting from theaasolidation, specifically provides that any
greater charges or minor benefits that may acarube Company resulting from adhesion to the
scheme, be suitably remunerated by the parentelation to this, the consolidated financial
statements at 31 December 2012 include receivaites and payables to the parent UT
Communications S.p.A. of Euro 4,638 thousand ana E@ thousand respectively.

Fees paid to directors in 2012 are analyzed in N@&é&€Board of Directors’ and Board of Statutory

Auditors’ fee$

During the year, no transactions were carried oitih 'wmembers of the Board of Directors, general

directors and/or with key management personnel, lmeesnof the Board of Statutory Auditors, and the

financial reporting manager, further than the feaisl and already shown in this Note.

The procedures adopted by the Group for relatedy pmansactions, to ensure transparency and

substantial and procedural fairness, made by thep@ay either directly or through its subsidiarias

illustrated in the Directors’ Report in the sectmmthe ‘Report on Corporate governarice

*k*k

37. Risk management

Liquidity risk

The Cairo Communication Group is not exposed taidiify risk, in that on one hand, significant
financial resources are held with a net availaldsitive financial position of Euro 61.2 million, s,

on the other hand, the Group attempts to ensure ahaappropriate ability to generate cash is
maintained, even under the current market condition

An analysis of the company’s equity structure shbath liquidity, or the ability to maintain finaradi
stability in the short term, and solidity, or theildy to maintain financial stability in the medlong
term.

It is Group policy to invest available cash in amwhnd or very short-term bank deposits, properly

spreading the investments, essentially in bankimglycts, with the prime objective of maintaining a
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ready liquidity of the said investments. Countetiparare selected on the basis of their credihgati

their reliability and the quality of the servicendered.

Currency and interest rate risks

The Cairo Communication Group is not exposed tedhesks, in that on one hand, there is no loan
finance, whilst on the other hand Group operatiares carried out exclusively in Italy and revenue is
generated entirely within the country and main £@se incurred in Euro.

The interest rate risk only affects the yield orailable cash. Specifically, with reference to thet n
financial position at 31 December 2012, a one pgacge point reduction in the interest rate would
result in a reduction in annual financial incomeapproximately Euro 0.6 million.

Movements in the cash flows and the liquidity ob@y companies are centrally monitored and managed
by Group Treasury in order to guarantee effectind afficient management of financial resources.
Given the limited exposure to both interest ratd &OREX risk, the Group does not use financial

derivative and/or hedging instruments.

Credit risk

The Group is exposed to credit risk, primarily @lation to its advertising sales activities. Thgkris
however mitigated by the fact that the exposurdiviled across a large number of customers and that
credit monitoring and control procedures are ircpldn terms of concentration, the top 10 customers
represent approximately 14% (16% in 2011) of tetdés, whilst the top 100 customers represent 58%
(57% in 2011). These ratios are basically in lindhgrior years.

The persisting uncertainty factors in the short aredlium term, along with the resulting credit squece
may of course impact negatively the quality of dradd general payment terms.

The publishing segment, on the other hand, predantsed exposure to credit risk as publishing
revenue is basically generated by one single pathe Group - whilst for distribution revenue, the
distribution contract provides for an advance paynagual to a significant percentage of the esthat
sales of each magazine.

The Group’s maximum theoretical exposure to craslits at 31 December 2012 is given by the carrying
amount of trade receivables and other recognizetkruassets totaling Euro 103.9 million (117.1
million at 31 December 2011), and by the nhominabam of guarantees given on third-party debts or
commitments as indicated in Note 34.

The credit risks associated with cash and cashvalgmits, with a maximum theoretical exposure of
Euro 61.2 million (Euro 54.7 million at 31 Decemh2®11), are considered irrelevant as they are

deposits spread across various banks.
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38. Board of Directors’ and Board of Statutory Audiors’ fees

The following information refers to fees paid in12) to Directors, Statutory Auditors, General

Directors and key management personnel, in thenPamed in subsidiaries, analyzed in detail in the

Remuneration Report, prepared pursuant to artter23f the TUF:

Name Position  Term of office Term expiry Benefitsin  Bonuses and Other fees**
date other
incentives
Urbano R. Cairo Chairman Jan.-Dec. 2012 31/12/2013 500 16 505
BoD
Uberto Fornara CEO Jan.-Dec. 20131/12/2013 175 4 405
Roberto Cairo Director Jan.-Dec. 2012 31/12/2013 20 - -
Marco Janni Director Jan.-Dec. 2012 31/12/2013 34 - -
Antonio Director Jan.-Dec. 2012 31/12/2013 34 - -
Magnocavallo
Marco Director Jan.-Dec. 2012 31/12/2013 110 4 295
Pompignoli
Roberto Director Jan.-Dec. 2012 31/12/2013 40 - -
Rezzonico
Mauro Director Jan.-Dec. 2012 31/12/2013 32 - -
Sala
Key management  N/A Jan.-Dec. 2012 N/A - - 683
personnel
Marco Moroni Chairman Jan.-Dec. 2012 31/12/2013
Board of 30 - 16
Statutory
Auditors
Mariapia Maspes Standing Jan.-Dec. 2012 31/12/2013
auditor 20 - 10
Marco Giuliani Standing Jan.-Dec. 2012 31/12/2013
auditor 20 - -

* Other fees, in addition to fees for the role okdior (Euro 20 thousand), refer to:

Urbano Cairo: fees pursuant to art. 2389, paragragHtalian Civil Code (Euro 480 thousand).
Uberto Fornara: fees pursuant to art. 2389, paragne3, Italian Civil Code (Euro 155 thousand).
Marco Janni: fees for attendance in meetings of Remuneration Committee and Related Party Commileeo(14

thousand);

Antonio Magnocavallo: fees for attendance in mmegi of the Remuneration Committee and the Control Rist
Committee (Euro 14 thousand);
Marco Pompignoli: fees pursuant to art. 2389, paeggh 3, Italian Civil Code (Euro 90 thousand);
Roberto Rezzonico: fees for attendance in meetrighe Remuneration Committee, Control and Risk Caeendnd
Related Party Committee (Euro 20 thousand);
Mauro Sala: fees for attendance in meetings ofRls& and Control Committee and the Related Party CéeenfEuro 12

thousand).

** Other fees refer to:
Urbano Cairo: fees for his duties performed for Cakditore (Euro 500 thousand) and other companieshef Group

(Euro 5 thousand).

Uberto Fornara: gross fees as senior manager paydly Cairo Communication (Euro 300 thousand) and fiee his
duties performed for Cairo Pubblicita (Euro 100 tilsand) and other companies of the Group (Euro 5s$had).
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« Marco Pompignoli: gross fees as senior manager plyay Cairo Communication (Euro 200 thousand), asekffor his
duties performed for Cairo Pubblicita (Euro 90 thans) and other companies of the Group (Euro 5 thad}.

< Key management personnel: gross fixed annual Grags ffor a total of Euro 643 thousand (comprisingpsgr
remuneration as manager) and variable incentive ponents amounting to Euro 40 thousand.

At its meeting of 26 April 2012, the shareholdefshe Parent approved the 2012 remuneration policy,

as illustrated in Section 1 of the RemunerationdReprawn up pursuant to art. 123-ter of Legisiati

Decree 58/1998 and 84 quater of the Issuers’ Régntaand approved by the Board of Directors on 12

March 2012.

At its meeting on 12 March 2012, the Board of Dioes, on the proposal of the Remuneration

Committee and the favourable opinion of the Reldady Committee, pursuant to art. 2389 paragraph

3 of the Italian Civil Code, resolved, for finaniciear 2012, for fees to Chairman Urbano Cairo, CEO

Uberto Fornara, and Director Marco Pompignoli, whold particular responsibilities, amounting

respectively to Euro 480 thousand, Euro 60 thousaxtdEuro 90 thousand.

At its meeting on 10 May 2012, the Board of Direst@mn the proposal of the Remuneration Committee

and the favourable opinion of the Related Party @dtee, pursuant to art. 2389 paragraph 3 of the

Italian Civil Code, resolved for a variable fee imaagism for CEO Uberto Fornara, based mainly on

advertising revenue growth targets, and on theiegrbof main direct costs (such as dealing rights an

commissions).

Under the decisions adopted by the Meeting on 19 B{H 2, at its meeting on 14 February 2013, the

Board of Directors, based on the 2012 final resaltknowledged a variable fee of Euro 95 thousand t

Uberto Fornara.

Moreover, under Consob Communication n. DEM/110#28824 February 2011, point 2.3, letters (a)

and (f) it should be noted that:

< there are no agreements in place between the Rardrgubsidiaries and the directors for any fee in
the event of resignation or unjust dismissal, othe event their employment relationship ceases
following a takeover bid;

« there are agreements in place between the Pardntlaerto Fornara, subject to non-competition
commitments in the year following termination o$ Employment with the Parent, for payment of a
gross monthly fee of 150% solely of the gross migrghlary in his capacity as manager, which will

become effective upon termination of his relatiapsh

Moreover, there are no succession plans regardiecuéive directors.
At 31 December 2012, key management personneleoCtiro Communication Group was composed
of:

e Giuseppe Ferrauto (Director, General Manager anthger of Cairo Editore);

130



e Giuliano Cesari (executive director and General &pam of Cairo Pubblicita) and manager of Cairo

Communication.
To date, Cairo Communication has no stock optiampin place.

39. Transactions deriving from atypical and/or unusualtransactions
Pursuant to Consob Communication of 28 July 200BEM/6064296, we note that in 2012, as in 2011,

Cairo Communication did not perform any atypicatl/an unusual transactions as defined by the above
Communication. Moreover, there are no cost and m@wecomponents deriving from events or

transactions which by their nature or size are idemed non-recurring.

As mentioned earlier, after year-end 2012, Cairan@onication S.p.A. signed an agreement with
Telecom Italia Media for the acquisition of the iemtshare capital of La7 S.r.l., excluding the

investment held by La7 S.r.l. in MTV ltalia S.r.l.

The completion of the transaction is currently sgbjto the authorizations prescribed by the current

legislation.

For the Board of Directors
Chairman

Urbano Cairo
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APPENDIX 1

CAIRO COMMUNICATION GROUP COMPANIES

The following table lists all Cairo Communication d@p companies, showing the company name,

registered office, quota capital, and shares heltkther directly or indirectly, by the Parent Cairo

Communication S.p.A. and by each subsidiary, thesclidation method and the list of investments,

measured using the equity method.

Company Register Quota capital % Reporting Business object Consolidation method
ed at 31/12/12 Ownership date
office

Cairo Communication S.p.A. Milan 4,074 31/12 Advertising Full

Cairo Editore S.p.A. Milan 1,043 99.95 31/12 Publishing Full

Diellesei S.r.l. in liquidation Milan 2,000 60 31/12 In liquidation Full re assets and

liabilities (*)

Cairo Due S.r.l. Milan 47 100 31/12 Advertising Full

Cairo Pubblicita S.p.A. Milan 2,818 100 31/12 Advertising Full

Cairo Publishing S.r.l. Milan 10 100 31/12 Publishing Full

Il Trovatore S.r.l. Milan 25 80 31/12 Internet Full

Edizioni Anabasi S.r.l. Milan 10 99.95 31/12 Publishing Full

DMail Group S.p.A. Milan 15,300 10 31/12 E-commerce - Retail Single line

Publishing

(*) the income statement is consolidated in a sifigle in profit/(loss) from discontinued operaton
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APPENDI X

Information pursuant to Article 149-duodecies of Cmsob Issuers’ regulations

The following statement, prepared pursuant to la#8-duodecies of Consob Issuer’ regulations, shows
the fees for the current year for auditing serveed non-audit services provided by the Audit Firm.

€ thousands Services provided by Fees for the year

Audit services

Audit of separate financial statements, consoldiate
financial statements, regular checksn corporat

bookkeeping and checks of minor companies KPMG S.p.A. 69
Subsidiaries

- Cairo Pubblicita S.p.A. KPMG S.p.A. 35
- Cairo Editore S.p.A. KPMG S.p.A. 59

Attestation services

Parent company KPMG S.p.A* 18

* Fairness opinion on the distribution of interim dividends pursuant to art. 2433 bis, paragraph 5 of the Italian Civil Code
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Revisione e organizzazione contabile Telefax 02 67632445

Via Vittor Pisani, 25 e-mail it-fmauditaly@kpmg.it
20124 MILANO MI PEC kpmgspa@pec.kpmag.it

(Translation from the Italian original which remains the definitive version)

Report of the auditors in accordance with articles 14 and 16 of
Legislative decree no. 39 of 27 January 2010

To the shareholders of
Cairo Communication S.p.A.

1 We have audited the consolidated financial statements of the Cairo Communication
Group as at and for the year ended 31 December 2012, comprising the consolidated
statement of financial position, consolidated income statement, consolidated statement of
comprehensive income, statement of changes in consolidated equity, consolidated
statement of cash flows and notes thereto. The parent’s directors are responsible for the
preparation of these financial statements in accordance with the International Financial
Reporting Standards endorsed by the European Union and the Italian regulations
implementing article 9 of Legislative decree no. 38/05. Our responsibility is to express an
opinion on these financial statements based on our audit.

2 We conducted our audit in accordance with the auditing standards recommended by
Consob, the Italian Commission for Listed Companies and the Stock Exchange. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement and are,
as a whole, reliable. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by directors. We believe that
our audit provides a reasonable basis for our opinion.

Reference should be made to the report dated 3 April 2012 for our opinion on the prior
year consolidated financial statements, which included the corresponding figures
presented for comparative purposes.

3 In our opinion, the consolidated financial statements of the Cairo Communication Group
as at and for the year ended 31 December 2012 comply with the International Financial
Reporting Standards endorsed by the European Union and the Italian regulations
implementing article 9 of Legislative decree no. 38/05. Therefore, they are clearly stated
and give a true and fair view of the financial position of the Cairo Communication Group
as at 31 December 2012, the results of its operations and its cash flows for the year then
ended.
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Ancona Aosta Bari Bergamo Registro Imprese Milano e

Bologna Bolzano Brescia Cagliari Codice Fiscale N. 00709600169
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: Lecce Milano Napoli Novara Partita IVA 00709600159
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Cairo Communication Group
Report of the auditors
31 December 2012

4 The directors of Cairo Communication S.p.A. are responsible for the preparation of a
directors’ report on the financial statements in accordance with the applicable laws and
regulations. Our responsibility is to express an opinion on the consistency of the
directors’ report and its specific section on corporate governance and ownership
structure, to the extent of the information required by article 123-bis.1.c/d/f/l/m and
article 123-bis.2.b of Legislative decree no. 58/98 with the financial statements to which
they refer, as required by the law. For this purpose, we have performed the procedures
required by the Italian Standard on Auditing 001 issued by the Italian Accounting
Profession and recommended by Consob. In our opinion, the directors’ report and the
information required by article 123-bis.1.c/d/f/I/m and article 123-bis.2.b of Legislative
decree no. 58/98 disclosed in the specific section of such report are consistent with the
consolidated financial statements of the Cairo Communication Group as at and for the
year ended 31 December 2012.

Milan, 5 April 2013

KPMG S.p.A.

(signed on the original)

Francesco Spadaro
Director



DECLARATION ABOUT THE CONSOLIDATED FINANCIAL STATEM ENTS PURSUANT TO

ARTICLE 81 TER OF CONSOB REGULATION 11971 OF 14 MAY 1999 AND SUBSEQUENT

MODIFICATIONS AND AMENDMENTS

1. The undersigned Urbano Roberto Cairo, as Chaiwhéime Board of Directors, and Marco Pompignoli,
as Financial Reporting Manager of Cairo Communacets.p.A., also in accordance with art. 154 bis,
paragraphs 3 and 4 of Leg. Dec. February 24, 1988 58, confirm:

« the suitability of the characteristics of the étdrand

* the effective application of administrative anct@unting procedures for the preparation of the2201
consolidated financial statements

2. We also confirm that

2.1 the consolidated financial statements at 3lebéwer 2012:

a) have been prepared in compliance with Internatiéma&ncial Reporting Standards endorsed by
the European Union, pursuant to EEC Regulation 802 of the European Parliament and
Council, of 19 July 2002;

b) are consistent with the accounting records and $obkne Company,

c) give a true and fair view of the financial positiand results of operations of the Issuer and the
companies included in the scope of consolidation;

2.2 the Directors’ Report contains a reliable asiglpn performance and operating results, as getina
the position of the Issuer and on the companieludiec in the scope of consolidation, together veith

description of the principal risks and uncertaisitie which they are exposed.

Milan, 19 March 2013

For the Board of Directors Financial Rejmgy Manager
Chairman
(Urbano Roberto Cairo) (Marco Pompign
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Cairo Communication S.p.A.
Separate financial statements at 31 December 2012
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Income statement for the year ended 2012

Euro Notes
31 December 2012 31 December 2011

Revenue 1 137.098.994 140.487.266
Other revenue and income 2 133.175 260.844
Services 3 (124.547.285) (126.176.301)
Use of third-party assets 3 (638.265) (638.184)
Personnel expense 4 (2.749.962) (2.773.199)
Amortization, depreciation, provisions and impaintiesses 5 (213.079) (218.226)
Other operating costs 3 (60.913) (310.347)
Operating profit 9.022.665 10.631.853
Net financial income 6 1.283.763 951.918
Income (expense) from investments 7 14.241.240 11.673.787
Pre-tax profit 24.547.668 23.257.558
Income tax 8 (3.485.739) (3.989.989)
Profit from continuing operations 21.061.929 19.267.569
Profit/loss from discontinued operations 9 0 (9.997)
Profit for the year 21.061.929 19.257.572

Statement of comprehensive income for the year end&1
December 2012

31 December 2012 31 December 2011
Profit for the year 21.061.929 19.257.572
Profit (loss) on measurement of available-for-$iaencial assets 0 (7.650)
Total comprehensive income for the year 21.061.929 19.249.922
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Statement of financial position

E,:sr:ets Notes 31 December 2012 31 December 2011
Property, plant and equipment 10 519.675 375.508
Intangible assets 11 158.511 124.066
Investments 12 14.031.785 15.168.926
Receivables from subsidiaries 13 386.457 386.457
Other non-current financial assets 13 12.570 12.420
Deferred tax assets 14 488.277 805.773
Total non-current assets 15.597.275 16.873.150
Trade receivables 15 1.175.160 1.563.959
Receivables from parents 23 836.398 1.336.407
Receivables from subsidiaries 16 72.342.958 78.116.823
Other receivables and other current assets 17 3.916.363 2.286.229
Cash and cash equivalents 18 45.426.386 37.475.789
Total current assets 123.697.265 120.779.207
Total assets 139.294.540 137.652.357
Equity and liabilities 31 December 2012 31 December 2011
Share capital 19 4.073.857 4.073.857
Share premium reserve 19 44.153.763 48.287.813
Retained earnings 19 494.693 494.693
Other reserves 19 1.056.508 1.056.508
Treasury shares 19 (1.346.502) (1.131.942)
Interim dividend 19 (10.126.041) (11.695.811)
Profit for the year 19 21.061.929 19.257.572
Total equity 59.368.207 60.342.690
Post-employment benefits 20 858.539 760.918
Provisions for risks and charges 21 149.178 149.178
Total non-current liabilities 1.007.717 910.096
Trade payables 22 72.822.552 69.711.657
Payables to parents 24 2.172.179 2.085.621
Tax liabilities 25 260.542 212.308
Other current liabilities 26 3.663.343 4.389.985
Total current liabilities 78.918.616 76.399.571
Total liabilities 79.926.333 77.309.667
Total equity and liabilities 139.294.540 137.652.357
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Statement of cash flows

€ thousands

2012

2011

CASH AND CASH EQUIVALENTS

OPERATING ACTIVITIES

Profit for the year

Amortization, depreciation, provisions and impairment losses
Impairment losses on investments

Net financial income

Income tax

Change in post-employment benefits

Change in provisions for risks and charges

Cash flow from operating activities before changes in working capital
(Increase) decrease in trade and other receivables

Increase (decrease) in trade and other payables

(Increase) decrease in other assets

TOTAL CASH FLOW FROM OPERATING ACTIVITIES
Income tax paid
Financial expense paid

TOTAL NET CASH FROM OPERATING ACTIVITIES (A)

INVESTING ACTIVITIES

Acquisition (disposal) of PPE and intangible assets
Interest and financial income received

Dividends received

Net increase in other non-current assets

NET CASH USED IN INVESTING ACTIVITIES (B)

FINANCING ACTIVITIES

(Acquisition) disposal of treasury shares

Dividends paid

NET CASH USED IN FINANCING ACTIVITIES (C)
NET CASH FLOW OF THE YEAR (A) + (B) + (C)

CLOSING CASH AND CASH EQUIVALENTS
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37.476 32.663
21.062 19.258
213 218
1439 765
(16.964) (13.391)
3486 3.990
98 93

0 (0)

9.333 10.913
4533 14.227
1.206 3.200

0 79
15.072 28.419
(2.620) (8.350)
©1) 7)
12.361 20.012
(392) (214)
1375 1.009
15.680 12.439
(301) 0
16.362 13234
(214) 1.200
(20.559) (29.633)
(20.773) (28.433)
7.950 4813
45.426 37.476



Statement of changes in equity

€ thousands

€ thousands

Balance at 31 December 2009

Allocation of profit

Dividend distribution shareholders' meeting ap profdinancial
statements at 31/12/2009

Gains/(losses) from available-for-sale financialets

Profit for the year

Balance at 31 December 2010

Allocation of profit

Dividend distribution shareholders' meeting ap pro¥dinancial
statements at 31/12/2010

Movements in treasury shares

R ification reserve for -fo icial assets

Profit/(loss) on available-for-sale financial asset

Interim dividend 2011

Profit for the year

Balance at 31 December 2011

Allocation of profit

Dividend distribution

Interim dividend 2012

Purchase of treasury shares

Profit for the year

Balance at 31 December 2012

Share capital Share premium Retained Other reserves Treasury shares Reserve for Interim dividend Profit for the year Equity
reserve earnings available-for-
sale financial
assets
4.074 53.357 2.724 1.057 (2.351) (428) 0 11.940 70.373
11.940 (11.940) 0
(3.575) (11.940) (15.515)
(1.775) (1.775)
17.899 17.899
4.074 49.782 2.724 1.057 (2.351) (2.203) 0 17.899 70.982
17.899 (17.899) 0
(1.494) (17.899) (19.393)
(19) 1.219 1.200
(2.211) 2211 0
(8) (8)
(11.696) (11.696)
19.258 19.258
4.074 48.288 494 1.057 (1.132) 0 (11.696) 19.258 60.343
19.258 (19.258) 0
(4.134) (19.258) 11.696 (11.696)
(10.126) (10.126)
(214) (214)
21.062 21.062
4.074 44.154 494 1.057 (1.346) 0 -10.126 21.062 59.369
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Income statement pursuant to Consob Resolution n5519 of 27 July 2006

2012 Related parties % of total 2011 Related pades % of total

Euro
@]

Revenue 137.098.994 137.055.816 100,0% 140.487.266 140.447.287 100,0%
Other revenue and income 133.175 260.844
Senvices (124.547.285) (107.600) 0,1% (126.176.301) (113.324) %0,1
Use of third-party assets (638.265) (638.184)
Personnel expense (2.749.962) (2.773.199)
Amortization, depreciation, provisions and in (213.079) (27.326) 12,8% (218.226) (47.299) 21,7%
Other operating costs (60.913) (310.347)
Operating profit 9.022.665 10.631.853
Net financial income 1.283.763 2.048 0,2% 951.918 2.784 0,3%
Income (loss) from investments 14.241.240 14.241.240 00,0P6 11.673.787 11.673.787 100,0%
Pre-tax profit 24.547.668 23.257.558
Income tax (3.485.739) (3.989.989)
Profit from continuing operations 21.061.929 19.267.569
Profit (loss) from discontinued operations 0 (9.997) (9.997) 100,0%
Profit for the year 21.061.929 19.257.572

(*) Related party transactions are analyzed in \e8te
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Statement of financial position pursuant to ConsoliResolution no. 15519 of 27 July

2006

Ex
A:::ts 31 December 2012 Related parties % of total 31 December 2011 Related parties % of total

) )
Property, plant and equipment 519.675 17.580 34% 375.508 36.906 9,8%
Intangible assets 158.511 - 0,0% 124.066 8.000 6,4%
Investments 14.031.785 14.031.785 100,0% 15.168.926 15.168.926 100,0%
Receivables from subsidiaries 386.457 386.457 100,0% 386.457 386.457 100,0%
Non-current financial assets 12.570 12.420
Deferred tax assets 488.277 805.773
Total non-current assets 15.597.275 16.873.150
Trade receivables 1.175.160 360.300 30,7% 1.563.959 239.300 15,3%
Receivables from parents 836.398 836.398 100,0% 1.336.407 1.336.407 100,0%
Receivables from subsidiaries 72.342.958 72.342.958 100,0% 78.116.823 78.116.823 100,0%
Other receivables and other current assets 3.916.363 2.286.229
Cash and cash equivalents 45.426.386 37.475.789
Total current assets 123.697.265 120.779.207
Total assets 139.294.540 137.652.357
Equity and liabilities 31 December 2012 31 December 2011
Share capital 4.073.857 4.073.857
Share premium reserve 44.153.763 48.287.813
Retained earnings 494.693 494.693
Other reserves 1.056.508 1.056.508
Treasury shares (1.346.502) (1.131.942)
Interim dividend (10.126.041) (11.695.811)
Profit for the year 21.061.929 19.257.572
Total equity 59.368.207 60.342.690
Post-employment benefits 858.539 760.918
Provisions for risks and charges 149.178 149.178 100,0% 149.178 149.178 100,0%
Total non-current liabilities 1.007.717 910.096
Trade payables 72.822.552 16.553 69.711.657 16.553 0,0%
Payables to parents 2172179 2172179 100,0% 2.085.621 2.085.621 100,0%
Tax liabilities 260.542 212.308
Other current liabilities 3.663.343 1.261.650 34,4% 4.389.985 1.455.750 33,2%
Total current liabilities 78.918.616 76.399.571
Total liabilities 79.926.333 77.309.667
Total equity and liabilities 139.294.540 137.652.357
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Statement of cash flows pursuant to Consob Resoloti no. 15519 of 27 July 2006

<y

€ thousands

31 December 2012 Related parties 31 December 2011 Related parties
CASH AND CASH EQUIVALENTS 37.476 32.663
OPERATING ACTIVITIES
Profit for the year 21.062 151.164 19.258 151.953
Amortization, depreciation, provisions and impairment losses 213 27 218 47
Impairment losses on investments 1.439 1.439 765 765
Net financial income (16.964) (15.682) (13.391) (12.442)
Income tax 3.486 3.990
Change in post-employment benefits 98 93
Change in provisions for risks and charges 0 (20) (20)
Cash flow from operating activities before changes in working capital 9.333 136.948 10.913 140.303
(Increase) decrease in trade and other receivables 4.533 6.153 14.227 6.063
Increase (decrease) in trade and other payables 1.206 (108) 3.200 (9.624)
(Increase) decrease in other assets 0 79
TOTAL CASH FLOW FROM OPERATING ACTIVITIES 15.072 142.993 28.419 136.742
Income tax paid (2.620) (8.350)
Financial expense paid (91) (57)
TOTAL NET CASH FROM OPERATING ACTIVITIES (A) 12.361 142.993 20.012 136.742
INVESTING ACTIVITIES
(Acquisition) disposal of PPE and intangible assets (392) (214)
Interest and financial income received 1.375 2 1.009
Dividends received 15.680 15.680 12.439 12.439
Net increase in other non-current assets (301) (301) 0
NET CASH USED IN INVESTING ACTIVITIES (B) 16.362 15.381 13.234 12.439
FINANCING ACTIVITIES
(Acquisition) disposal of treasury shares (214) 1.200
Dividends paid (20.559) (29.633)
NET CASH USED IN FINANCING ACTIVITIES (C) (20.773) 0 (28.433) 0
CASH FLOW OF THE YEAR (A)+(B)+(C) 7.950 158.374 4.813 149.180
CLOSING CASH AND CASH EQUIVALENTS 45.426 37.476
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS AS AT AN D FOR THE
YEAR ENDED 31 DECEMBER 2012

Main activities

Cairo Communication S.p.A. is a joint-stock companyolled with the Milan Company Register.

The Cairo Communication Group operates as a pulishmagazines and books (Cairo Editore -
and its division Editoriale Giorgio Mondadori — a@giro Publishing), as a multimedia advertising
broker selling advertising time and space on tslewi in print media and in stadiums (Cairo
Communication and Cairo Pubblicita) and as an dapedd Internet sites (Il Trovatore).

Its registered offices are at 56 Via Tucidide, Mildtaly, home also to the company administrative
offices, advertising brokerage services and Il atove. The publishing business is located at Cairo
Editore, at 55 Corso Magenta, Milan.

Figures are shown in thousands of Euro.

The separate financial statements of Cairo Commatinic S.p.A. are prepared in euro (€), the
currency of the economy in which the company opsrat

The income statement and the statement of finanmaltion are presented in euro, whilst the
statement of cash flows, the statement of changesquity and the amounts in these notes are
presented in thousands of euro.

As the Parent, Cairo Communication S.p.A has alepgred the consolidated financial statements of

the Cairo Communication Group at 31 December 2012.

Basis of preparation

Structure, form and content of the financial staBta

The separate financial statements of Cairo Commatioit S.p.A. at 31 December 2012 have been

prepared in accordance with IFRS issued by therat®nal Accounting Standard Board (“IASB”)

and endorsed by the European Union, as well asthélprovisions arising from art. 9 of Legislative

Decree no. 38/2005. The term IFRS is used to mdathe international accounting standards

(“IAS™), and all the interpretations of the Intetimmal Financial Reporting Interpretations

Committee (“IFRIC"), formerly the Standing Interpaions Committee (“SIC”).

For completeness of information, the following axee are supplied as an integral part of these

Notes:

- Annex 1: List of investments in subsidiaries ansbagtes;

- Annex 2 and 3: Summary figures of the draft finahatatements of subsidiaries at 31
December 2012;

Annex 4 and 5: Summary figures of the most recemtlyroved financial statements of subsidiaries.
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The main accounting policies adopted are unchafrged those used for the previous year, and are

detailed below.

The separate financial statements are preparedgomg concern basis. The Company believes that
even in the presence of a difficult economic améificial situation, significant uncertainties do not
exist (as defined by paragraphs 25 and 26 of IA&sljo the Company’s ability to continue as a
going concern, also given both the profitabilitytloak of the Company and the Group and of its

financial position.

Financial statements schedules

The income statement is presented by nature, highlighting interim opagtesults and pre-tax

results, and, in order to allow a better measur@rdfnary operating management performance.

Furthermore, cost and revenue components derivioigp fevents or transactions which, by their

nature or size, are considered non-recurring, laeseparately identified in the financial statetaen

and the notes. These transactions also fall unker definition of non-recurring events and

transactions as per Consob Communication No. 654298 July 2006.

The economic effect of discontinued operationshisws in a single line of the income statement

entitled “Profit/loss from discontinued operationsider IFRS 5.

The statement of comprehensive incomalso reflects thechanges arising from transactions with

non-owner% separately showing the relevant tax effectst ikta

- profit and loss that could be directly recogniaeequity (for instance, actuarial losses from
the measurement of defined benefit plans)

- the effects of the measurement of derivativerimsents hedging future cash flows,

- the effects of the measurement of available-&de-§inancial assets

- the effects arising from any change in accoungiolicies.

The statement of financial positionpresents separately assets and liabilities bral@m into

current and non-current, indicating, on two semaliaes, “Assets intended for sale” and “Liabilitie

associated with discontinued operations”, in acaocg with IFRS 5. Specifically, an asset or a

liability is classified as current when it satisfiene of the following criteria:

- it is expected to be realized or settled or iexpected to be sold or utilized in the normal
operating cycle of the company;

- it is held principally to be traded;

- it is expected to be realized or settled withtnnionths of the reporting date.

Otherwise, the asset or liability is classifiechas-current.

The statement of cash flowshas been prepared applying the indirect methodhiith operating

performance is adjusted to reflect transactions ofon-monetary nature, for whatever deferral or
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accrual of previous or future operating receiptgpayments and for revenue or cost components
connected to cash flows arising from investingimaricing activities.

Income and expense relating to medium or long-ténancial operations and those relating to
hedging instruments and dividends paid are includdthancing activities.

Thestatement of changes in equitghows the variations in equity relating to:

- allocation of profit for the year;

- amounts relating to transactions with ownersdcpase and sale of treasury shares);

and separately income and expense definedl@n§es arising from transactions with non-owfers
also shown in the statement of comprehensive income

For each significant item detailed in the abovetiomed schedules, reference is made to the
following notes in which relevant information isgpided, with details also on composition and
variations on the previous year.

Furthermore, in order to comply with Consob ResgotutNo. 15519 of 27 July 2006 relating to
financial statements schedules, specific additigtetement of comprehensive income and statement
of financial position have been prepared, showirgjemal balances or related party transactions

separately for each item.

Revenue and cost recognition

Revenue and cost and income and expense are reedgnmi an accruals basis, specifically:

* Revenue is recognized on the probability with whibe company will enjoy the economic
benefits and in the extent to which the amountlmameliably determined. Revenue is stated net
of any adjustments.

e Advertising revenue is recognized at the momentatiheertisement is broadcast or published or
provision of services offered.

e Cost is recognized using the same criteria formegaecognition and on an accruals basis.

* Interest income and expense payable are recogaimbdn an accruals basis.

« Dividends are recognized only as from when thedti@ders’ right to the dividend payment has
been established, and only when resulting fromaditpdistribution following the acquisition of
the investment; in the case, however, of a prdftridbution prior to the acquisition of their
relevant shares, such dividends are treated atuatren in the cost of the relevant investment.

e The recharges of costs incurred on behalf of tpadies are recognized as a reduction in the
cost to which they relate.

« Financial income and expense are recognized imntteame statement on a maturity basis, as a

function of time, using the effective interest nuath
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Taxes

Taxes for the year correspond to the sum of cuardtdeferred taxes.

Current taxes are based upon taxable income foyehe Taxable income differs from the results
shown in the income statement because it excludgitiye and negative items that will be taxable or
deductible in other periods and because it excltalefree or tax deductible items.

Cairo Communication and its subsidiaries Cairo @ditS.p.A., Cairo Pubblicita S.p.A., Diellesei
S.r.l. in liquidation, Cairo Due S.r.l. and Cairaldishing S.r.l. have adhered to the national tax
consolidation scheme of UT Communications S.p.Aspant to art.117/129 of the Consolidated
Income Tax Act (TUIR).

The consolidation scheme, which regulates econ@sjiects pertaining to the sums deposited or
calculated against the advantages or disadvantadsing from the national tax consolidation
scheme, also allows for any increased costs oredsed benefits incurred by the Companies, by
adhering to this procedure, to be repaid by themdd.T. Communications S.p.A.

UT Communications S.p.A. acts as the tax parentdetermines a single taxable base for the group
of companies that adheres to the national tax dimladimn scheme, which thereby benefits from the
ability of offsetting taxable profits against takalosses in one tax return.

Each company that adheres to the national tax tidaton scheme transfers its taxable profit and
loss to the tax parent. For any such taxable prefibrted by a subsidiary, UT Communications
S.p.A. recognizes a receivable equal to the IRBflga. Conversely, for any such taxable loss,
reported by a subsidiary, UT Communications recogai payable equal to IRES due on the loss that
has been contractually transferred at Group level.

Deferred tax liabilities are generally recognizeddll taxable temporary differences, while defdrre
tax assets are recognized to the extent of theapilily that there will be future taxable profits
which will allow for the utilization of the dedubtle temporary differences. Deferred taxes are
calculated on the basis of the tax rates that@eséen will be in force at the moment of realaati

of the asset or settlement of the liability, basadax legislation in force at the reporting dahere
relevant, the effects of any changes in tax rat@tegislation after the reporting date are diset

in the notes. Deferred tax assets and liabilitiesraported at their net value when there is allega
right to offset current tax liabilities and assetsd when the taxes relate to the same taxation

authority.

Post-employment benefits

For Italian companies with at least 50 employeasstemployment benefits take the form of a
defined benefit plan, solely for the amounts acdmigor to 1 January 2007 (and not yet paid at the

reporting date), whereas subsequent to such d&tg are recognized as a defined contribution plan.
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For Italian companies with less than 50 employgest-employment benefits are considered as a
defined benefit plan. All defined benefit plans digcounted.

The Company has less than 50 employees. The dieguorocess, based on demographic and
financial assumptions, is performed by externaluadés. The resulting gains and losses are

recognized in the income statement.

Non-current assets

Intangible assets

Costs, including accessory costs incurred for tgpisition of resources with no physical substance
are recognized among intangible assets when the isoguantifiable and the asset is clearly

identifiable and controlled by the Company, and rehthe use of the asset will generate probable
future benefits.

These are valued at their acquisition or productiost, including related costs — to the extent to
which they are considered to have a finite lifend @ahey are amortized to reflect their remaining

useful economic lives.

The amortization periods of intangible assets oious types are as follows:

Concessions, licenses, trademarks 3to 5 years
and similar rights
Software 3to 5 years

The remaining useful life and the amortizationenid applied are reviewed on a regular basis and
where change is deemed necessary, the amortizatien is restated in accordance with the

“prospective” method.

Property, plant and equipment

Property, plant and equipment (PPE) are recognitezh their cost can be reliably determined and
when related future economic benefits can be edjbygthe Company.

They are recognized at acquisition price or pradactost, including directly associated expenses
and costs, plus the share of indirect costs whichbe reasonably attributed to the asset.

These assets are systematically depreciated aaigtdtline basis each year at rates consistertt wit

the economic and technical useful life of the ad3epreciation rates applied are as follows:

Property 3%

General equipment 20%
Motor vehicles 20%-25%
Plant and machinery 10%
Office equipment and furniture 10%-12%
Electronic equipment 20%
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The above PPE depreciation rates are reduced byds®ity their first year of use, this percentage
representing the weighted average of the entngéoafl new assets, on an annual basis. Depreciation
begins when the asset is ready for use.

The remaining useful lives and the depreciatiotedd applied are reviewed on a regular basis and
where change is deemed necessary, the depreciatenis restated in accordance with the
“prospective” method.

The remaining useful lives of assets are reviewetially and if incremental maintenance or other
work has been carried out which changes the renmingeful life of the investment, these are
adjusted accordingly.

Incremental maintenance and other costs producirgigaificant and tangible increase in the
productive capacity or security of assets, or lereging its remaining useful life, are capitalizexl a
recognized as an increase in the carrying amoutiiteofssets. Ordinary maintenance costs are taken
directly to profit and loss.

Leasehold improvements are recognized as PPE,eohatsis of the cost incurred. The depreciation

period corresponds to the lower of the remainirgfuldife of the asset and the term of the contract

Impairment of assets

At least once a year, the company reviews the eyedility of the carrying amount of its intangible
assets with an indefinite useful life, and of iteréstments and whenever there are potential
indicators of an impairment loss on PPE and intalegassets with a finite useful life, in order to
determine whether such assets may have sufferéch@airment loss. When such indications are
present, the carrying amount of the asset is retteeflect recoverable amount. The recoverable
amount of an asset is the greater of its fair védge costs to sell, and its value in use. Theviaie

of a listed investment is determined accordindggariarket price.

To determine an asset’s value in use, the Compalwylates the present value of future estimated
cash flows, inclusive of tax, by applying a pre-tigcount rate which reflects the current market
valuation of the time value of money and the speciks inherent to the asset.

Excluding goodwill, when the impairment loss of asset no longer applies or is reduced, the
carrying amount of the asset is increased up to¢hmeestimated recoverable amount, which may not

exceed the amount which would have been deterntiaddho impairment loss been recognized.

Investments
Subsidiaries and associates
Investments in subsidiaries and associates aregmemsm at purchase or subscription cost and

adjusted for any impairment loss.
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Any excess in value between the purchase prideeairhe of acquisition and the company’s share of
equity at current values is therefore includechim¢arrying amount of the investment.

Investments in subsidiaries and associates arecutnj impairment testing at least once a year, or
more frequently if deemed necessary. Whenever tierevidence that such investments have
incurred an impairment loss, the impairment losgeisognized in profit and loss. Should the
company’s share of losses in an investment exdemddrrying amount of the investment, and the
company is obliged to reflect those losses, thaevaf the investment is written off and the shdre o
any such losses is shown as a provision in ligdilitWhenever an impairment loss is reduced or

ceases to exist, the loss is reversed up to tiggnaticarrying amount through profit and loss.

Receivables from subsidiaries and associates
Non-interest bearing loans granted to subsidiasied associates are recognized as non-current
financial assets.

Currents assets and liabilities

Receivables

Trade and other current assets are recognize@iaestimated realizable value.

Financial assets

They are initially recognized at fair value, whibhasically corresponds to consideration paid and
direct expenses associated with their acquisittimancial assets acquired and sold are recognized a
their trading date, when the Company intends taiaetsell these assets.

At the subsequent reporting dates, the financisétasthat the Company has the intention and the
ability to hold to maturity (held-to-maturity invi@sents) are recognized at amortized cost, net pf an
impairment losses, to reflect write-downs, if any.

Investments other than those held to maturity Exesdied as held for trading or available for sale
and are measured at the end of each reportingdpatitheir fair value.

When financial assets are held for trading, gaimd sses arising from fair value changes are
recognized in profit and loss. In the case of amdd-for-sale financial assets, gains and losses
arising from fair value changes are recognizeddmpmrehensive income. When available-for-sale
financial assets are sold, redeemed or transfectedulative gains or losses previously recognized
in comprehensive income must be reclassified frgoitg to profit/ (loss) for the year. This reserve
is also used if alignment to fair value resultsitsequent impairment of the asset until the reserv
is used up. Any additional loss exceeding the k@seshould it result in an impairment loss, is take

to profit and loss.
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Regarding measurement of available-for-sale asdbes,directors have chosen as impairment

indicators, the decline in fair value below cosbweér 50%, or for a period exceeding 24 months.

Cash and cash equivalents

This item comprises cash, bank current accountsdambsits on demand, and other short-term
highly liquid financial investments which are egsibnvertible to cash and not subject to the risk o
significant value changes.

They are recognized at their nominal amount

Borrowings, bank loans and overdrafts
Borrowings, interest-bearing bank loans and bandrdrafts are recognized based on the amount
cashed net of transaction costs, and subsequemhsured at amortized cost using the current

interest rate method.

Trade payables

They are recognized at their nominal amount.

Provisions for risks and charges

Provisions for risks and charges are recognizednwhe company has a legal or constructive
obligation resulting from a past event and for vah& probability exists for the fulfillment of that
obligation. The provisions reflect the best esterfadsed on information currently available to the
Directors of the costs required to fulfill the afdtion at the reporting date, and are discounteshwh

the effect is significant.

Treasury shares
Treasury shares are recognized as a reductionuiityedhe effects of any subsequent transactions

are also recognized directly in equity.

Dividends paid
Dividends payable are recorded as a movement iityequthe year they are approved by the

Shareholders’ Meeting or by the Board of Directarthe event of interim dividend.

Use of estimates

The preparation of the financial statements andcttes thereto, in application of the IFRS, reaiire

that the Company carry out certain estimates asdnagtions which affect the carrying amount of
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assets and liabilities and disclosures about assetscontingent liabilities at the reporting date.
Estimates and assumptions used are based on exqeedad on other factors considered significant.
Actual results could differ from these estimatestirBates mainly relate to provisions for risks
relating to receivables, investment measuremerredétion, amortization, impairment of assets,
taxation, provisions for risks and charges, andingant liabilities.

Estimates and assumptions are reviewed regulardly the effects of each variation therein are
recognized in profit and loss in the period in whibe estimate was revised. The effects of such
revisions are reflected in the periods on whicly thave effect, i.e. both in the current period, and
future periods, if relevant

In this context, the persisting uncertainty factorsghe short and medium economic term, which
make it hard to predict a return to normal markenditions, have led to the need to make
assumptions regarding future performance whichird#feenced by significant uncertainty, and the
possibility of achieving results different from s®estimated cannot be excluded for the next year,
which could therefore require adjustments to theyaay amount, even significant, although these
are obviously neither currently quantifiable norefeeeable.

The items most susceptible to these uncertainteshe allowance for impairment, inventory write-
downs, non-current assets (intangible assets, gyop#ant and equipment and investments), post-
employment benefits and deferred tax assets.

A summary follows of all critical measurement preees used and key assumptions made by
Management regarding the future in the procespplyang accounting policies and that could have
a significant effect on the amount recognized i ¢bnsolidated financial statements and for which
there is a risk that significant adjustments to¢heying amount of assets and liabilities coulidear

in the next period.

Allowance for impairment

The allowance for impairment reflects Managemeassmate regarding the losses on portfolio of
receivables from end customers. The allowance tismated based on the losses expected by the
Company, based upon past experience for similaivable, current and past due dates, losses and
receipts arising from the careful monitoring of ee@bles management and from projections on
market and economic conditions. The persisting tangy factors in the short and medium
economic term, along with the resulting credit spee could result in further deterioration of the
financial conditions of Company debtors compareddederioration already considered in the

quantification of the recognized allowance for innpeent.
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Deferred tax assets are recorded to the extenhichwit is considered probable that future taxable

Deferred tax assets

income will be generated to allow the utilizatiohdifferent deductible temporary differences. The
realizable value of deferred tax assets is peralgiceviewed according to the future taxable ineom

foreseen in the Company's most recent plans.

Recoverable amount of non-current assets

Non-current assets include investments, propetgntpand equipment, intangible assets, deferred
tax assets and other financial assets. Managenegittdically reviews the carrying amount of the
non- current assets held and used, and those efsalssld for sale, as and when circumstances
require such revision. This is performed usinggbkiémated cash flows expected from the use or sale
of the asset and suitable discount rates to caiydeesent value. When the carrying amount of a
non-current asset has suffered an impairment tbesCompany recognizes an impairment loss equal
to the positive difference between the greatehefdarrying amount of the asset and its recoverable
amount from its use or sale, as determined acoptdithe Company’s most recent plans.

For the preparation of the financial statements3htDecember 2012, and in particular in the
performance of impairment tests on intangible assets and property, plant and equipment, the
different sectors of the Cairo Communication Grdwgve taken into account the expected 2013
performance, whose assumptions and results amneeimith the information disclosed in the section
on “significant events after the reporting period and business ooltl In addition, for the
subsequent years of the plan, necessary adjusthhamesbeen cautiously made to take account of
the deep market changes resulting from the cumenhomic and financial crisis. No significant

impairment was required based on such figuresdrptan.

Provisions for risks and charges

The provisions for risks and charges relating totiogent liabilities of a legal or fiscal naturesar
made on the basis of estimates made by the Disedorthe basis of valuations made by the
Company'’s legal counsels and fiscal advisors orptbbable charge that can be reasonably expected

to fulfill the obligation.

Risk management

The main fiscal, legal and financial risks to whichiro Communication S.p.A. is exposed, as well
as the policies put in place by Management forrthmginagement, are explained in notes 28 and 30.

Reference is made to the Directors’ Report reggrdjperational and business risks.
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Accounting standards, amendments and interpretatios applied from 1° January 2012

The following accounting standards, amendments iaterpretations, revised also following

IASB’s yearly improvement process, were applied tioe first time by Cairo Communication

starting from 1° January 2012:
Amendment to IFRS 7 — Financial instruments: impowisclosures — The amendment,
issued by IASB in October 2010 and approved byEbhepean Commission in November
2011, aims to improve the understanding of trasstdrfinancial assets and the possible
effects arising from risks associated with the panhg involvement of the entity that has
transferred such assets. The amendment requirteifunformation in the event significant
transfer transactions are undertaken around the ofnthe year. The adoption of this
amendment produced no significant effects to thiermation presented in this Financial
Report.
Amendment to IAS 1 — Presentation of financial estants — The amendment, issued by
IASB in June 2011, is applicable as from 1° Juljt2@nd requires entities to group items
presented in OCI (Other Comprehensive Income) categories, based on whether they can

be potentially re-classifiable or less to profilass subsequently.

Accounting standards, amendments and interpretatios approved by the European

Union, vet to be enforced and not adopted in advaedyy the Group

Amendmento IAS 19 -Employee benefits The amendment, issued by IASB in June
2011, is applicable as from 1° January 2013. Inhiglates the option of deferring
recognition of actuarial gains and losses via tleridor approach, requiring
presentation, in the statement of financial positaf the fund’s deficit or surplus and
recognition in the profit and loss of cost compdserelating to service and net
financial expense, and recognition of actuariahgaand losses stemming from re-
measurement of liabilities and assets among Otfzame (expense). In addition, the
return on assets included in net financial expenast be calculated on the basis of
the discount rate for liabilities and no longertba basis of the rate of return expected
for assets. The amendment requires further infoaomab provide in the explanatory
notes

IFRS 12— Improved disclosure on interests in other entitieBhe standard, issued by
IASB in May 2011, is applicable as from 1° Janu2@l3. It specifically envisages

improved disclosure to be provided on all typesirgérests, including those in
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subsidiaries, joint arrangements, associates, apguirpose entities and other
unconsolidated special purpose vehicles

IFRS 11 —Joint arrangements Fhe standard, issued by IASB in May 2011, whichl wil
replace IAS 31 — Interests in Joint Ventures ar@@ 8 — Jointly Controlled Entities — Non-
Monetary Contributions by Venturers, is applicabtefrom 1° January 2013. The standard
provides criteria for the identification of jointrrangements based on the rights and
obligations arising from such arrangements rathanton their legal form, and establishes
the equity method as the sole method of accourfiimgjoint ventures in consolidated
financial statements.

IAS 27 —Separate financial statementg-ellowing the issue of IFRS 10 in May 2011, IASB
has limited the scope of application of IAS 27 Bote the separate financial statements. The
standard specifically regulates the accountingtineat of equity investments in separate
financial statements and is effective as from fuday 2013.

IAS 28 —Investments in associates and joint ventur&®llowing the issue of IFRS 11
in May 2011, IASB amended the existing standanti¢tude investments in joint ventures in
its scope of application and to set out the requiénas for application of the equity method
when accounting for reductions in investments. Btendard is applicable as from 1°
January 2013.

Amendment to IAS 32 Financial instruments: presentatichin December 2011, IASB
issued amendments to IAS 32 - Financial Instrumétnssentation, to clarify the application
of certain criteria for offsetting financial assetgainst financial liabilities. The amendments
are retrospectively applicable to annual periodgriréng on or after 1° January 2014.
Amendment to IFRS 7 Financial instruments: improved disclosuredn December 2011,
IASB issued amendments to IFRS 7 — Financial ims¢nts: improved disclosure. The
amendment requires disclosures about the effepbtantial effect of offsetting of financial
assets against financial liabilities on an entitfilkancial position. The amendments are
applicable to the annual periods beginning on tardf January 2013 and to interim periods
following such date. Disclosure is to be providettaspectively.

Amendment to IFRS 1 First-time adoptionof International Financial Reporting
Standards- The amendment issued by IASB in December 201@etaneference to the
date of 1 January 2004 it contained and describdtieadate of transition to IAS/IFRS and
provides guidance on the presentation of the fiilgratatements in compliance with IFRS
following a period of severe hyperinflation.

Amendment to IAS 12 ihcome tax- The amendment, issued by IASB in December 2010,

introduces the presumption that recovery of theyadag amount of an investment property

155



will normally be through sale unless there is cleadence that it will be recovered through
use. The presumption will be applied to investmenbperty, plants and machinery,
intangible assets recognized or re-valued at falues Following these amendments the
interpretation SIC 21 Income tax — recovery of afyed non-depreciable assets — will be
repealed.

IFRS 13 +air value measurement- The standard, issued by IASB in May 2011, is
applicable as from 1° January 2013. The standafihedefair value, clarifies how it is
determined and introduces standardized disclosareitéms valued at fair value. The
standard is applicable to all types of transactiondalances for which another standard

requires or allows fair value.

Accounting standards, amendments and interpretatios yet to be enforced, not adopted

in advance by the Group and not approved by the Ewpean Union

IFRS 9 -Financial instruments- The standard, issued by IASB in November 2009 and
amended in October 2010, is the opening part abagss that aims to overhaul IAS 39. It is
applicable as from 1° January 2015.

Improvements to IFRSs: 2009-2011 Cycten 17 May 2012, IASB issued a set of

amendments to the IFRS which will be applicableosgiectively as from 1° January 2013,
summarized below:

o IFRS 1 First-Time Adoption of International FinaakiStatements- Repeated
application: it clarifies that if an entity has dippd IAS/IFRS in the past, has stopped
applying IAS/IFRS and then returns to applying IKRS, the entity must re-apply
IFRS 1. Moreover, regarding — Capitalized finanaibhrges — it clarifies that if an
entity has incurred and capitalized financial cleargdirectly attributable to the
acquisition, construction or manufacturing of agedsapitalized using local accounting
standards, the amount can be maintained at theofla@nsition to IAS/IFRS; from the
date of transition to IAS/IFRS the capitalizatioh fmancial charges will follow the
rules set out by IAS 23 Borrowing Costs.

o0 IAS 1 Presentation of Financial StatementSomparative information: it clarifies that
when additional comparative information is provideitl must be presented in
accordance with IAS/IFRS. It also clarifies thatemhan entity changes an accounting
policy or makes a retrospective restatement/reiieestion, the entity should present a
balance sheet at the beginning of the comparatvimg ("third balance sheet" in the
financial statements), while no comparative infatiovais required in the supporting

notes for the "third balance sheet", apart fromitia@s concerned.
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that servicing equipment must be classified in Briyp plant and equipment if used for

o0 IAS 16 Property, Plant & EquipmenClassification of servicing equipment: it claei

more than one financial year, in inventories ifdufa one financial year.

o IAS 32 Financial Instruments: Presentatiomhe tax effect of distributions to equity
holders and of transaction costs of equity instmtsigit clarifies that direct tax related
to this specific case follows the rules of IAS 12.

0 IAS 34 Interim Financial Reporting Total assets for a reportable segment: it ¢aif
that total assets need to be disclosed if the ataa@ane regularly provided to the chief
operating decision maker of the entity, and thexe leen a material change in the total
assets for that segment from the amount disclosedhé last annual financial
statements.

Draft "Hedge accounting - Chapter 6 of IFRS 9 Fio@h Instruments™ Issued by IASB on

7 September 2012. The document seeks to addressetharks raised against the
requirements set out by IAS 39 for the applicatadinhedge accounting, considered too
stringent and inappropriate. The new elements bsiggificant changes to the types of
transactions eligible for hedge accounting, changgesforward contracts and options
accounting when they are included in a hedge adowumnelationship, and changes to the
effectiveness test, replaced by the principle abt®mic relationship" between hedge item
and hedging instrument; moreover, a retrospectifectiveness assessment is no longer
required for hedging relationships. Further infotioa is however required on an entity’s

risk management strategy.

NOTES TO THE INCOME STATEMENT

1. Revenue
Revenue was Euro 137,099 thousand (Euro 140,48¥%sdmol in 2011). Its composition, versus

2011, is shown below:

157



Revenue 2012 2011

€ thousands

Print media advertising space sales 42 39
Cairo Pubblicita TV sub-concession 131,259 134,867
Cairo Pubbilicita print media sub-concession 897 1,023
Cairo Pubblicitd Web sub-concession 1,299 956
Group services 3,502 3,502
Other revenue from associates 100 100
Total 137,099 140,487

Revenue is realized exclusively in Italy and anlysia by geographical area is pointless.

In 2012 Cairo Communication continued to operatéhenTV advertising sales market (La7, La7d

and theme channels Cartoon Network, Boomerang, @XNiN) and on the Internet through its

subsidiary Cairo Pubblicita, which operates on la@ncession basis, invoicing advertising spaces

directly to its clients and returning to the subsgor Cairo Communication a share of revenue

generated by resources managed on a sub-concéssisn

Specifically, in 2012 advertising sales generatgdChiro Pubblicitd on La7 (Euro 161.9 million)

dropped by 3.4% versus 2011, outstripping the gerie¥ advertising market by approximately 12

percentage points (-15.3%), confirming the hightgifive results achieved in the past four years. In

fact, taking the 2009-2012 four-year period intmsideration, figures show that, against an overall

drop of -19% suffered by the TV advertising markativertising sales on La7 increased by

approximately 43.8%, when in the same period, tlennel's average share moved up from 3.08%

in 2008 to 3.45% in 2012 (+12%).

In 2012, operating revenue included the sub-come$ses billed to the subsidiary Cairo Pubblicita

S.p.A.

- for TV advertising sales, amounting to Euro 131,#&8usand,

- Internet advertising sales, amounting to Euro 1p®8sand,

- print media advertising sales on “Prima Comunicagicand “Uomini e comunicazione” of
Editoriale Genesis S.r.l., amounting to Euro 8®&ugand.

Apart from providing advertising services, Cairo n@ounication also provides services in
administration, auditing, financial analysis, del@nagement and collection and marketing, to other
Group companies. Such services are subject toamatwhich are revised annually. Sales to Group
companies deriving from these activities duringytear were as follows:
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Group services 2012 2011
(€ thousands)

Cairo Pubblicita S.p.A. 3,000 3,000
Il Trovatore S.r.l. 22 22
Cairo Editore S.p.A. 480 480
Total 3,502 3,502

Other revenue from associates (Euro 100 thousaaides to administrative services provided to
Torino FC S.p.A., a related party in that it iSmbitely controlled by U.T. Communications S.p.A.

2. Other revenue and income

Other revenue and income were Euro 133 thousan (EL thousand in 2011) and refer mainly
to prior-year income.

3. Services, use of third-party assets and other epating costs
Costs for services were Euro 124,547 thousand (E@6176 thousand in 2011). Such costs are
detailed as follows versus 2011:

Services 2012 2011

(€ thousands)

Publishers’ fees 930 1,053
TV publishing fees 119,025 120,401
Web publishing fees 1,183 847
Consultancies and collaborations 768 541
Cairo Communication Board of Directors’ fees 945 1,556
Cairo Communication Board of Auditors’ fees 70 58

Other administration and general expenses 1,626 1,720
Total 124,547 126,176

The decrease in “Publishers fees” is ascribabthealecrease in TV advertising revenue.

Use of third-party assets amounted to Euro 638g#wod (Euro 638 thousand in 2011) and refer
mainly to lease payments for property and officeigiepent.
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Other operating costs amounted to Euro 61 thoufama 310 thousand in 2011) and refer to prior-

year expense of Euro 11 thousand and other co&arof50 thousand.

4. Personnel expense

This item can be analyzed as follows:

Personnel expense 2012 2011

(€ thousands)

Wages and salaries 1,916 1,945
Social security contributions 674 721
Other expense 16 3
Post-employment benefits 144 104
Total 2,750 2,773
5. Amortization, depreciation, provisions and impairment losses
These can be analyzed as follows:

Amortization, depreciation, provisions and impairment losses 2012 2011

(€ thousands)

Amortization of intangible assets 90 80
Depreciation of property, plant and equipment 123 138
Total 213 218

6. Net financial income

Net financial income was Euro 1,284 thousand (B thousand in 2011) and is broken down as

follows:

Net financial income 2012 2011
(€ thousands)
Interest income on bank accounts 1,373 1,007
Interest income from Cairo Publishing 2 3
Other - 26
Total financial income 1,375 1,036
Interest and other financial expense (91) (84)
Total financial expense (91) (84)
Net financial income

1,284 952
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7. Income/ (losses) from investments

This item mainly includes:

- dividends received during the year from the subsiés Cairo Pubblicita S.p.A. (Euro 4,684
thousand) and Cairo Editore S.p.A. ( Euro 10,99&island),

- Euro 1,139 thousand, for the impairment loss on ithestment in Dmail Group, as
illustrated in_Note 12

- Euro 300 thousand for impairment of the investnienie subsidiary Cairo Publishing S.r.1.

At 31 December 2011, the item mainly included divids received from the subsidiaries Cairo

Pubblicita S.p.A. (Euro 2,273 thousand) and CabtiadEe S.p.A. (Euro 10,166 thousand).
* %

8. Income tax

Income tax for the year amounted to Euro 3,486 gshod (Euro 3,990 thousand in 2011). In
accordance with IFRS, the deferred tax assetstirglanainly to the accrual of provisions whose
fiscal deductibility is deferred, were recognized.

Tax 2012 2011
(€ thousands)

Current tax

Ires 2,703 3,326
Irap 465 565
Deferred tax assets 318 99
Total 3,486 3,990

The reconciliation of the effective and theoretitzed charge can be analyzed as follows:

2012 2011
Pre-tax profit 25,548 23,258
Theoretical income tax charge (27.5%) 7,026 6,396
Tax effects of dividends received (4,096) (3,250)
Tax effects of other permanent differences 91 279
Irap 465 565
Current and deferred income tax for the year 3,486 3,990
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For a clearer understanding of the reconciliatibeftective and theoretical tax charge, IRAP has
not been taken into account as this is not basegreriax profit, and this would generate a
distorting effect between one year and the othberdfore, the theoretical income tax charge has
been calculated using the IRES rate in force dd&ember 2012, equal to 27.5%.
As the chart shows, the lower income tax in 201asisribable to the sharp increase in dividends
received (Euro 15.7 million versus Euro 12.4 millim 2011), 5% of which are subject to income
tax.

* o
9 . Loss from discontinued operations
At 31 December 2011, this included the allocatiérEaro 10 thousand for the loss of the year
incurred by the subsidiary Diellesei S.r.l. in lidation. At 31 December 2012, the item was

equivalent to zero.

NOTES TO THE STATEMENT OF FINANCIAL POSITION

10. Property, plant and equipment

At 31 December 2012, this item amounted to Euro th®disand, increasing by Euro 144 thousand
on 31 December 2011. Movements can be broken devimilaws:

Historical cost Revaluatio Accumulated Carrying Net change Carrying
n depreciation amount amount

31/12/2011 31/12/2012
Motor vehicles 472 0 (330) 142 (32) 111
Furniture and fittings 337 0 (188) 149 37 186
Communication 74 0 (69) 5 1 6
equipment
Electronic office 973 0 (901) 72 93 165
equipment
Plant (various) 124 0 (121) 3 (2) 2
Mobile phones 22 0 a7 5 2 7
Leasehold 192 0 (292) - 43 43
improvements
Total other assets 2,194 0 (1,818) 376 144 520

The net change in the year is broken down as falow
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Additions Disposals Depreciation Net change
Motor vehicles - - (31) (32)
Furniture and fittings 54 - a7) 37
Communication equipment 3 - (2) 1
Electronic office equipment 149 - (56) 93
Plant (various) - - 1) (1)
Mobile phones 4 - ) 2
Leasehold improvements 57 - (14) 43
Total 267 - (123) 144

Property, plant and equipment have not been sutgeet/aluation. The item also includes

leasehold improvements depreciated over the tertimeotiease.

11. Intangible assets

* %

At 31 December 2012, intangible assets amountefuto 159 thousand, increasing by Euro 35

thousand on 31 December 2011. Their movementsgltheyear are as follows:

Historical Accumulated Carrying Net change Carrying

(€ thousands) cost depreciation amount at amount at
31/12/2011 31/12/2012
Software, licenses and 2,366 (2,256) 110 37 147
trademarks
Total concessions, licenses and 2,366 (2,256) 110 37 147
trademarks
Website design costs 169 (161) 8 (8) -
Assets under development 6 - 6 12
Total other 175 (161) 14 2) 12
Total intangible assets 2,541 (2,417) 124 35 159
The net change in the year is broken down as faliow
Additions Disposals Amortization Net change

(€ thousands)
Software 119 - (82) 37
Total concessions, licenses and 37
trademarks 1 ) (62)
Website design costs - - (8) (8)
Assets under development 6 - - 6
Total other 6 - - 2
Total intangible assets 125 - (90) 35
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Expenses incurred for procedures and software gnagrare amortized over 3 and 5 financial

years.

12. Investments

+ Investments in subsidiaries, associates and otdmepanies

At 31 December 2012, investments amounted to E4r031 thousand, decreasing by Euro 1,138

thousand on 31 December 2011.

Carrying Reclassifications Value Carrying
(€ thousands) amount at increases amount at

31/12/2011 (decreases) 31/12/2012
Diellesei S.r.l. in liquidation 0 - - 0
Cairo Sport S.r.l. 11 - 1 12
Cairo Due S.r.l. 132 - - 132
Il Trovatore S.r.l. 357 - - 357
Cairo Editore S.p.A. 6,273 - - 6,273
Cairo Publishing S.r.I. 1,595 (300) 300 1,595
Cairo Pubblicita S.p.A. 5,340 - - 5,340
Total subsidiaries 13,708 (300) 301 13,709
Dmail Group S.p.A. 1,461 (1,139) - 322
Total associates 1,461 (1,139) - 322
Total investments 15,169 (1,439) 301 14,031

Subsidiaries

In 2012, the liquidation of the subsidiary Diellesentinued, which generated a loss of Euro 1
thousand. The net deficit of the company is covdrgdhe provision for investment risks at 31
December 2012.

In 2012, in the share capital account to coverwatrand accruing losses, the company waived
interest-bearing loans of Euro 300 thousand praltdehe subsidiary Cairo Publishing S.r.l.

Annex 2 shows the information required by paragr&pbf art. 2427 of the Italian Civil Code.
Information at 31 December 2012 is drawn from thaftdfinancial statements approved by the
Board of Directors of each direct and/or indireabsidiary. For more detailed information, a
comparison between carrying amount and the amoerivatl from the application of the equity

method is provided for each investment in the feifg table
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Equity Ownershi  Equity method (*) Carrying amount Difference
(€ thousands) 31/12/2012 (*) p. @ (b) (a-b)
%

Cairo Editore S.p.A. 11,857 99.95% 22,841 6,273 16,658
Cairo Due S.r.l. 96 100% 95 132 (37)
Il Trovatore S.r.l. 29 80% 180 357 a77)
Cairo Pubblicita S.p.A. 7,398 100% 9,714 5,340 4,374
Diellesei S.r.l. in (152) 60% (152) (152)

liquidation

Cairo Publishing S.r.I. 81 100% 81 1,595 (1,514)
Cairo Sport S.r.l. 11 100% 12 12

(*) Amount determined under IAS/IFRS

The carrying amount of the investments in Cairo Budl., Il Trovatore S.r.l. and Cairo Publishing
S.r.l. is higher than the amount obtained usingetipgity method, respectively by Euro 37 thousand,
Euro 177 thousand and Euro 1,514 thousand.

The carrying amounts of investments have undergmpairment tests to measure any potential
indication of impairment of their realizable values defined by value in use, that is, the present
value of their cash flow, estimated according ® ¢lxpected results of the investments based on the
most recent budgets and business plans. The useesé estimates is believed to support the
carrying amount of the investment.

The main assumptions for the calculation of vaiuade are as follows:

. three-year budget period,
. a growth rate of 1% to extrapolate the cash floesohd the current budget period,
. a weighted average cost of capitavatg of 10.5% considered consistent with the

company's industry.

The company prepares Group consolidated finandatemments which, taking account of the
investments held, are an essential document tar@msumplete understanding of the activities of
the Group, the Parent and its investments.

Associate

The investment held in the listed company Dmail pré&.p.A. refers to n. 153,000 shares (post
reverse stock split 1:5 on 11 July 2012), or 10%hefshare capital.

At 31 December 2012, the associate recognized s ilosprofit and loss, reflected in the

measurement.
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The half-year report of Dmail Group at 30 June 202l shown a loss of Euro 11.2 million,
inclusive of the impairment of intangible assetsa@will) of Euro 6.5 million. Following this loss,
the Dmail Group and Parent equity at 30 June 2GkRecto a negative Euro 5.6 million and a
negative Euro 6.6 million respectively. At its miegt on September 24, 2012, the Board of
Directors resolved to file an application for a gmsition with creditors (blank option), a procedure
under which it reserved to present a debt restringfagreement.

The new Board of Directors of Dmail Group, appoihtey the shareholders on 30 October 2012,

subsequently sought to restructure the Group'sttiettigh the restructuring agreement pursuant to

art. 182 bis BL.

At 6 March 2013 (the time limit granted by the Cputhe business plan approved on March 4 by

the Board of Directors of Dmail Group S.p.A. wastire process of certification, pending an

agreement with banks, pursuant to art. 182 bis BL

DMail Group has also communicated:

- that a number of shareholders, in order to implértiea business plan, confirmed in writing
their commitment to recapitalize the Company ugEtwo 13 million, in a meeting to be
convened pursuant to art. 2446 and 2447 of thaft&livil Code, subject to approval of the
agreement pursuant to art. 182 bis BL,

- that it was informed that the shareholders SMALGitohio Percassi), Banfort (Gianluigi
Vigano) and Niteroi S.r.l. (headed by the De Cardéimily) reached an agreement with
Rotosud S.p.A., under which Rotosud S.p.A. undedahk subscribe part of the increase in
capital, for a total of Euro 13.8 million envisagby the certified business plan, subject,
again, to approval of the agreement pursuant td 8 bis BL.

At 31 December 2012, the stock exchange price was E11 per share.

Owing to the share’s performance and the assosiatesults, and taking into account the

measurement under the equity method made in theotidated financial statements of Cairo

Communication as at and for the year ended 31 DieeerB012, for the preparation of these

financial statements, the recoverable amount, hghpairment losses, was considered equal to the

stock price at the year-end date of 31 Decembe.2B& a result of this measurement, the
investment in Dmail Group was written down to atljii$o its "recoverable amount", equal to Euro

1,139 thousand, with an offsetting entry to theome statement. The residual amount recognized at

31 December 2012 is therefore equal to Euro 32Qsiuad.

After the reporting date, 55,334 Dmail Group shavese sold for a total consideration of Euro 311
thousand. The investment in the company has thapéd from 10% to 6,4%.

The key financial figures of Dmail Group, taken rfroits interim management report at 30
September 2012 (the latest available at the dapregfaration of these notes), gross of tax effects
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and excluding statement of financial position figgiother than the net financial position, from the
consolidated financial statements at 31 Decembéd 2hd the consolidated interim report at 30
June 2012, are summarized in the following tables:

Income statement 9 months at 30 6 months at 30 June 12 months at 31
(€ thousands) September 2012 2012 December 2011
Revenue and other income 46,561 33,301 76,825
Net operating profit (loss) from continuing opeoats (16,558) (10,947) (2,010)
Pre-tax profit (loss) from continuing operations 8,@88) (12,022) (4,160))
Profit (loss) from discontinued operations Nd (11,140) (5,364)
Profit (loss) from assets held for sale Nd (12) (3,958)
Profit (loss) for the year/period Nd (11,152) (9,322)
Statement of financial position 30 June 2012 31 December 2011
(€ thousands)
Non-current assets 29,752 35,169
Current assets 32,732 37,769
Current financial receivables - 98
Cash 2,415 1,468
Total assets 64,899 74,504
Non-current borrowings and provisions 15,434 15,689
Non-current financial payables 1,471 1,645
Current financial payables 31,015 30,891
Other current payables 23,486 21,612
Equity attributable to the owners of the parent (7,530) 3,475
Equity attributable to non-controlling interests 1,023 1,192
Total equity and liabilities 64,899 74,504
Net financial position 30 September 30 June 2012 31 December 2011
(€ thousands) 2012
Cash 1,790 2,415 1,468
Current financial receivables - - 98
Non-current financial payables (1,738) (1,471) (1,645)
Current financial payables (31,101) (31,015) (30,891)
Total equity and liabilities (31,049) (30,071) (30,970)

* *

13. Receivables from subsidiaries and other non-ctgnt financial assets

Receivables from subsidiaries

The item refers to a non-interest-bearing sharedndtwhn made to the subsidiary Cairo Due S.r.l.,
amounting to Euro 386 thousand (unchanged on 3&iDeer 2011).
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Other non-current financial assets

At 31 December 2012, non-current financial assetginly guarantee deposits - amounted to Euro
13 thousand (Euro 12 thousand versus 31 Decemié).20

* x %

14. Deferred tax assets

At 31 December 2012, deferred tax assets amounté&dito 488 thousand (Euro 806 thousand at
31 December 2011). These assets can be analyfeltbas:

31/12/12 31/12/11
Deferred tax assets Temporary  Tax effect Temporary Tax effect
(€ thousands) differences differences
Taxed allowance for impairment 1,579 434 2,190 602
272 54 736 204
Other temporary differences
Total deferred tax assets 1,851 488 2,926 806

Deferred tax assets relate to the recognition aD8&ember 2012 of deferred tax assets on the
temporary differences between the carrying amotirdapgnized assets and liabilities and their tax
values.

Deferred tax assets are recognized to the extegtalte considered recoverable depending on the
presence of future taxable income in which tempodifferences will be reversed. Management
periodically reviews the estimates underlying theoverability of these amounts.

15.  Trade receivables
Trade receivables amounted to Euro 1,175 thousdedieasing by Euro 389 thousand on 31

December 2011. These are broken down as follows:

Trade receivables 31/12/12 31/12/11 Change
(€ thousands)

Trade receivables 2,754 3,704 (950)
Allowance for impairment (1,579) (2,140) 561
Total trade receivables 1,175 1,564 (389)

Since 2009, Cairo Communication has operated oadkertising sales market on a sub-concession
basis with the subsidiary Cairo Pubblicita, whiclvdices directly to its customers and returns a
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share of the revenue to its parent. Current rebdgaarising from this activity accrue from the
subsidiary.
The ageing of trade receivables by due date islbmifs:

31 December 2012 Current Pastdue Pastdue Past due Past due Total
(€ thousands) between 30 between 61 between 91 over 180

and 60 days and 90 days and 180 days days

Trade receivables - - - - 2,754 2,754
Allowance for impairment - - - - (1,579) (1,579)
Net trade receivables - - - - 1,175 1,175
31 December 2011 Current Past due Past due Past due Past due Total
(€ thousands) between 30 between 61 between 91 over 180

and 60 days and 90 days and 180 days days

Trade receivables 131 - - 30 3,543 3,704
Allowance for impairment - - - - (2,140) (2,140)
Net trade receivables 131 - - 30 1,403 1,564

Trade receivables are shown net of allowance fqgrairment that has been determined taking
account specific collection risks and takes intccamt the allocation to the Company’s media
clients of a percentage of losses on receivabtpgldo the percentage of sales revenues allocated,
pursuant to advertising space sales contracts digpetween the two parties. Specifically,
receivables due more than 180 days are those varmse when the Company used to operate
directly as an advertising agency. Since 2009, iidugg sales have been managed under a sub-
concession agreement with the subsidiary Cairo Ruitab

16 Receivables from subsidiaries
These amount to Euro 72,343 thousand, decreasikgitry 5,774 thousand on 31 December 2011.
They include:
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Receivables from subsidiaries 31/12/12 31/12/11 Change

(€ thousands)

Cairo Due S.r.l. 58 58 -
Cairo Editore S.p.A. 739 712 27
Il Trovatore S.r.l. 337 311 26
Cairo Publishing S.r.l. 140 238 (98)
Cairo Pubblicita S.p.A. 71,069 76,798 (5,729)
Total receivables from subsidiaries 72,343 78,117 (5,774)

Receivables from Cairo Pubblicita S.p.A. (Euro 68,8housand at 31 December 2012) are mainly

receivables on the sub-concession contracts.

Other trade receivables from Cairo Pubblicita S.pas those from Il Trovatore S.r.l. and Cairo

Due S.r.l., are mainly referable to centralizediisexs provided by Cairo Communication S.p.A. to

Group companies. These services are provided thrangual contracts renewable year by year.

* *

17. Other receivables and other current assets

These amount to Euro 3,916 thousand, increasingurg 1,631 thousand versus 31 December

2011, and can be analyzed as follows:

Other receivables and other current assets 31/12/12 31/12/11 Change
(€ thousands)

VAT credit 2,280 1,097 1,183
Prepaid IRAP 100 (69)

Receivables from others 1,208 394

Prepayments and accrued income 328 205 123

Total other receivables and other current 3,916 2,285 1,631

assets

Withholding and prepaid taxes are taken as a demfuétom the payment of taxes to relevant

authorities.
18. Cash and cash equivalents

The item coincides with theet financial assetsand amounts to Euro 45,426 thousand, increasing

by Euro 7,950 thousand versus 2011. It can be aeadlgs follows:
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Cash and cash equivalents 31/12/12 31/12/11 Change

(€ thousands)

Bank and postal accounts 45,420 37,470 7,950
Cash 6 6

Total 45,426 37,476 7,950

Cash and cash equivalents continued to be managddrly.

19. Equity
At 31 December 2012, equity was Euro 59,368 thadisdaecreasing by Euro 975 thousand on 31

December 2011, as a result of the distribution hef 2011 interim dividend resolved by the

Shareholders’ Meeting of 26 April 2012 (Euro 11,886usand), of the distribution of the 2012

interim dividend resolved by the Shareholders’ Nreptof 14 November 2012 (Euro 10,126

thousand), of profit for the year (Euro 21,062 themd) and of the purchase of treasury shares

(Euro 214 thousand).

In 2012:

- at their Meeting on 26 April 2012, the shareholdapproved the distribution of a dividend of
0.30 Euro per share, inclusive of tax, of which @15 already distributed as an interim
dividend under the resolution adopted by the mgetihthe Board of Directors held on 30
November 2011. The balance of the dividend, amagrid Euro 0.15 per share for a total of
Euro 11.7 million, was distributed with detachmdate on 7 May 2012 and made payable on 10
May 2012.

- at its meeting on 13 November 2012, the Board ao&dors approved the distribution of an
interim dividend for the 2012 financial year of Bub.13 per share (inclusive of tax), for a total
of Euro 10.1 million, of which Euro 8.9 million haalready been distributed at 31 December
2012.

Share capital
The share capital at 31 December 2012 was Eural4fdusand, subscribed and fully paid up,

comprising 78,343,400 ordinary shares to which oiminal amount is attributed.

In accordance with the bylaws the shares are ergist indivisible and freely transferable. They
are subject to the requirements of representatiegitimization, circulation of the company

investment required for securities traded on regdlanarkets.

Each share has the right to a proportion of théitprdich has been approved for distribution and
to

a portion of equity on liquidation and also has thght to vote, without limits other than those
defined by the Law.
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No securities having special rights of control haeen issued.

No financial instruments have been issued attnilgutine right to subscribe to newly-issued shares.
No share incentive plans are foreseen involvingeshapital increases, including bonus issues.

The reconciliation between the number of sharestantling at 31 December 2012 and those at 31

December 2011 is as follows:

31/12/2011 Purchase of Disposal of 31/12/2012

treasury shares treasury shares

Ordinary shares issued 78,343,400 - - 78,343,400
Less: treasury shares (371,326) (79,452 - (450,778)
Ordinary shares outstanding 77,972,074 (79,452 - 77,892,622

Share premium reserve
At 31 December 2012, the share premium reserve ai@ouo Euro 44,154 thousand.

Retained earnings
At 31 December 2012, the balance showed a podive 494 thousand. The item includes the
IAS first-time adoption reserve, with a negativéainae of Euro 1,313 thousand.

Retained earnings

(€ thousands) 31/12/2012 31/12/2011
Retained earnings 1,807 1,807
Retained earnings— “first-time adoption” reserve 318) (1,313)
Total 494 494

Other reserves
At 31 December 2012, other reserves, amountinguto B,057 thousand, unchanged on the prior
year, are broken are down as follows:
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Other reserves 31/12/2012 31/12/2011

(€ thousands)

Legal reserve 815 815
Negative goodwill 225 225
Other reserves 17 17
Total 1,057 1,057

Treasury shares reserve
At 31 December 2012, Cairo Communication held n.AB® treasury shares, or 0.575% of the
share capital, subject to art. 2357 ter of thadtalCivil Code, for a value of Euro 1,346 thousand

deducted from equity.

At their meeting on 26 April 2012, after revokingsiailar resolution adopted on 28 April 2011,
the Shareholders approved the proposal to acquuedespose of treasury shares in accordance
with art. 2357 and subsequent articles of thedtalCivil Code, for the purpose of stabilizing the
Company share price and sustaining liquidity, ahdeemed necessary by the Board of Directors,
of establishing a “shares stock” as provided in s&dinregulation 16839/2009. The Board was
authorized to acquire treasury shares up to thérmam number permitted by law, for a period of
18 months from the date of authorization, by usawvaiilable reserves, including the share premium
reserve, as resulting from the last approved anfin@hcial statements. Specifically, the Board of
Directors will be authorized to acquire treasurgrsls on one or more occasions, acquiring shares
directly on the market and through authorized meiary — in accordance with the procedures
provided by art. 144 bis, paragraph 1, letter bhef Issuer Regulation and relevant Instructions —
and, in case such operations are carried out, dicgpto accepted market practices, pursuant to the
regulations introduced by Consob Resolution No.3863009. Minimum and maximum acquisition
prices per share are set at an amount equal tavérage official purchase price of the share on
Borsa ltaliana S.p.A. for the 15 working days pdiog the purchase respectively reduced or
increased by 20%, in any event within a maximumitliof Euro 6.5 per share. In case such
operations are carried out in accordance with dedemarket practices pursuant to Consob
Resolution no. 16839/2009, the purchase of treashiayes is subject to further limits, including
price limits, provided for thereto. The proposaltbé Board also allows for the authorization to
sell, on one or more occasions, any acquired trgashares, setting the minimum sale price per
share no lower than the minimum price calculatéid\fiong the criteria adopted for their purchase.
Should the treasury shares be sold in accordante adcepted market practices pursuant to
Consob Resolution 16839/2009, the sale of treasheres shall be subject to further limits,
including price limits, provided for thereto.
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In 2012, as part of the share buy-back plans, d@isand treasury shares were purchased (or
0.101% of the share capital), equivalent to a teshie of Euro 214 thousand.

Interim dividend for 2012

As mentioned earlier, at its meeting on 13 Noven@&t2, the Board of Directors approved the

distribution of an interim dividend for 2012 amonngtto Euro 0.13 per share (inclusive of tax),dor
total of Euro 10.1 million, of which Euro 8.9 mdk had already been distributed at 31 December
2012.

* *

The following table shows equity items and indisaifethey can be used and distributed, and tax
restrictions if any:

(€ thousands) Use over the previous
three years
Amount Possibility of  Available To cover losses Other
use portion (dividends)

Share capital 4,074

Treasury shares (1,346)
Share premium reserve 44,154 ABC 44,154(1) (9,203)
Legal reserve 815 B -
Other reserves 17 ABC 17

Negative goodwill 225 ABC 225
Retained earnings 494 ABC 494 (49,097)
Interim dividend 2012 (10,126) (10,126)
Total 38,307 34,764 (58,300)

Legend:

A - for increases in share capital

B - to cover losses

C - dividend

(1) In accordance with art. 2431 of the Italian Ci@ode, the entire amount of this reserve may ib&iuted provided the legal
reserve has reached the limit as defined by ar802df the Code

Profit for the year
Profit for the year amounted to Euro 21,062 thodséuro 19,258 thousand at 31 December
2011).

20. Post-employment benefits

This item amounted to Euro 859 thousand, with aimaease by Euro 98 thousand versus 2011.
The composition and movement of the item is shosvfolows:
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Balance at Paid during the year Accrued during the  Balance at 31/12/2012
31/12/2011 year
Employees 333 9) 52 376
Senior managers 428 - 55 483
Total 761 (9) 107 859

Post-employment benefits reflect allocations mamteafl employees at the reporting date, made in

accordance with art. 2120 of the Italian Civil Coddne liability so determined does not vary

significantly from the liability that would resuitom an actuarial valuation.
The change in the composition of personnel dutiregyear is summarized as follows:

Headcount at the Changes Headcount at year-  Average headcount
beginning of the end
year
Senior managers 7 - 7 7
Managers 2 - 2 2
Employees 18 - 18 18
Total 27 - 27 27

21. Provisions for risks and charges

Provisions for risks and charges amounted to Ed48othousand, unchanged on 2011.

Provisions for risks and Balance at Utilized Released  Accrued Balance at
charges 31/12/2011 31/12/2012
(€ thousands)

Risks on investments 149 149
Total 149 149

As mentioned earlier, the provision for risks owdstments refers entirely to Diellesei S.r.l. i

liquidation, accrued during 2005/2006 as a reduihe subsidiary’s net deficit.

* %

22. Trade payables

Trade payables amounted to Euro 72,823 thousankdsing by Euro 3,111 thousand versus 31

December 2011.

175



Receivables from parents, amounted to Euro 836stul} decreasing by Euro 500 thousand versus

23. Receivables from and payables to parents

31 December 2011. Euro 775 thousand refer to rabkig from U.T. Communications arising from
the national tax consolidation scheme. The recédgabtem from the tax advance payments netted
against tax liabilities for the year.

As mentioned earlier, Cairo Communication and ithsidiaries Cairo Editore S.p.A., Cairo
Pubblicita S.p.A., Diellesei S.r.l. in liquidatio@airo Due S.r.I. and Cairo Publishing S.r.l. have
adhered to the national tax consolidation schemé&lo€Communications S.p.A.

The consolidation scheme, which governs the firsdradpects of amounts paid or received in return
for the advantages or disadvantages resulting frantax consolidation, specifically provides that
any greater charges or minor benefits that mayuactr the company resulting from adhesion to the
procedure, be suitably remunerated by the Parent.

24. Payable to subsidiaries

Payables to subsidiaries amounted to Euro 2,17@stml, decreasing by Euro 86 thousand on 31
December 2011. The following table shows the breakdof payables to subsidiaries that relate to
services received in the ordinary course of busines

Payables to subsidiaries 31/12/12 31/12/11 Change

(€ thousands)

Cairo Due S.r.l. 33 38 -
Cairo Pubblicita S.p.A. 1,980 1,886 94
Cairo Publishing S.r.l. 6 6 -
Il Trovatore S.r.l. 148 156 (8)
Total payables to subsidiaries 2172 2.086 86

25. Tax liabilities
Tax liabilities amounted to Euro 261 thousand, dasing by Euro 49 thousand versus 31 December

2011. They are broken down as follows:

Tax liabilities 31/12/12 31/12/11  Change

(€ thousands)

Withholding taxes on employees 217 196 21
Withholding taxes on contract workers 44 16 28
Total tax liabilities 261 212 49
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As mentioned earlier, the taxable income of Caimn@wunication S.p.A., for IRES purposes, has
been recognized as a payable to the parent UT Coinations S.p.A., in accordance with the
national tax consolidation scheme.

26. Other current liabilities
Other current liabilities amounted to Euro 3,668uband, decreasing by Euro 727 thousand versus

31 December 2011. They are broken down as follows:

Other current liabilities 31/12/2012  31/12/2011 Change

(€ thousands)

Social security charges payable 190 203 (13)
Shareholder liability for dividends to be distribd 1,262 1,456 (194)
Other liabilities 1,631 2,118 (487)
Deferred income 580 613 (33)
Total other current liabilities 3,663 4,390 (727)

Accrued expenses and deferred income are deternoinegh accruals basis and mainly relate to
income deriving from recharging of the share ohpmedia bad debts, the losses of which have not
been fully ascertained and have not been recoginzgfit and loss

“Shareholder liability for dividends to be distriied” refers to liabilities for dividends to pay dot
the majority shareholder.

*k%k

27. Commitments, risks and other information

Guarantees and commitments

Main guarantees given are as follows:
- a bank surety of Euro 17.6 million, expiring on itne 2013 issued by Unicredit to

Telecom ltalia Media S.p.A. (Telecom ltalia Growg®curing payment of minimum
guaranteed fees specified in its contract for ttdusive sale of television advertising

space on La7,

- other sureties issued by bank and insurance iteditio customers, public bodies and

lessors of property totaling Euro 112 thousand.

*k%
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The advertising concession contract regarding ledg siinimum annual gross advertising revenue

Other information

in 2013 of Euro 126 million, with minimum annual ayanteed fees for Telecom Italia Media of
Euro 88.2 million (70%).

In December 2010, Telecom Italia Media and Cairon@winication agreed to revise the advertising
concession contract of 19 November 2008. Spedyictdr 2011 and for the 2012-2014 three-year
period, both set additional annual advertising neetargets (unguaranteed) with respect to the
minimum annual revenue, proportional to the achiex@ by Telecom ltalia Media of annual
targets of share higher than the given 3% for Lahare. Cairo’s achievement of these additional
targets, or payment to Telecom Italia Media of eglgint dues, will entitle Cairo to renew the
contract up to 31 December 2019. Otherwise, Telektalia Media is authorized to withdraw from
the contract.

The contract regarding the La7d digital channed sgihimum gross advertising revenue in 2013 of
Euro 8 million for a 0.2% share of the channelhwitinimum guaranteed fees for Telecom ltalia
Media of Euro 5.6 million, paid as per contractaomonthly basis. A result higher or lower than the
0.2% share will produce a corresponding increagieorease in minimum annual revenue and in the
guaranteed minimum fee.

Starting from May 2012, Telecom Italia began thecpss for the possible sale of the investment
held in Telecom Italia Media, that is, the possibéparate disposal of TV activities (La7 and the
MTV Italia Group) and network operator activitieg|(Media Broadcasting) headed by the
company.

In August 2012, Telecom ltalia Media filed a judikctlaim against Cairo Communication alleging
certain breaches of the advertising concessiorractelating to individual occurrences extremely
immaterial under an economic standpoint, which @éeemed by Cairo Communication totally
groundless, and seeking compensation for the dasrsuféered as consequence of such breaches.
Telecom ltalia Media reserved the right to deteemthe amount of the damages during the
proceedings.

After year-end 2012, Cairo Communication S.p.Anseidjan agreement with Telecom Italia Media
for the acquisition of the entire share capitalLaf7 S.r.l., excluding the investment held by La7
S.r.l.in MTV ltalia S.r.l.

As part of the abovementioned transaction to aeqtlie entire share capital of La7 S.r.l. - the
completion of which is currently subject to theharizations pursuant to the current legislation -
Telecom ltalia Media and Cairo Communication sigretinding agreement envisaging, among
other things, Telecom Italia Media's commitment @ file in early April 2013, formal
acknowledgement of the discontinuance of action eegliest termination; (ii) at the date of
execution of the acquisition agreement, to sigraaver of the legal action and of any claim relating
to the advertising concession contracts.
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As the result of a VAT audit performed on Cairo Goomication S.p.A., in its report, the Guardia di
Finanza (the Italian Tax Police) identified somedfings for 2002 and subsequent years (2003,
2004, 2005 and 2006) relating to the applicatioany of VAT on dealing rights charged to media
centres, which were subsequently included in thal faudit reports issued in January 2008 (for
2002), in June 2008 (for 2003, 2004 and 2005) an@4 November 2011 (for 2006), which the
company has challenged. Regarding 2006, at theadateiting of these notes, the hearing for the
appeal has yet to be scheduled. For all the peiipdgiestion (2002, 2003, 2004 and 2005), the
Provincial Tax Commission of Milan has ruled indav of the Company’s appeals.

The Agenzia delle Entrate (Italian Tax Authoritidgs filed an appeal with the Regional Tax
Commission of Milan against these decisions. InilApP10, the Regional Tax Commission of
Milan ruled in favour of the Agency’s appeal regagd2002, and in October 2011 also regarding
the years 2003, 2004 and 2005, on questionablendsouCairo Communication has already
appealed to the Court of Cassation against thenjedy regarding 2002, for which the tax claim
amounts to Euro 41 thousand, in addition to pesslof Euro 51 thousand, and the judgment
regarding the subsequent years 2003, 2004 and 200%yhich the tax claim totals Euro 247
thousand, in addition to penalties of Euro 272 samd and interest. The tax claim for 2006 amounts
to Euro 63 thousand, in addition to penalties ofoEr9 thousand and interest. Regarding this tax
claim, the Company has promptly filed an appeal &mdate, the hearing has yet to be scheduled.

In June 2012, in relation to 2003, 2004, 2005 ab@62the Company received two tax assessments
demanding payment of the amounts due arising asuatrof the judgment of the Regional Tax
Commission, for a total claim of approximately EU@i thousand, including penalties and interest.
In relation to the alleged tax claim contained hiede reports, based also on the advice of its tax
consultants, the Directors believe there are fureddat reasons and rights to oppose the relevant
findings.

In the hearing on 4 March 2013, the Iltalian Tax hauities issued an order for relief, thus
acknowledging the Company’s arguments, relatinghi® objections raised by the Authorities
against Cairo Communication, illustrated in theesoto the consolidated financial statements for
the year ended 31 December 2011, and relatingeausie, for offsetting purposes, of payments
made by Cairo Communication in 2007, of excess IRESIting from the income tax return for
the year ended September 30, 2006.

The parties unanimously requested dismissal ofdéise for discontinuance of the matter at issue.

A previous shareholder of the subsidiary Il Trovat8.r.l., who did not sell its shares to the paren
company, had risen a claim against the current mtjnoshareholder, involving Cairo
Communication S.p.A. indirectly, questioning thdidity of the contract under which he had sold

the quota in the limited partnership Il Trovatomdahe transformation of this company from a
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limited partnership to a limited liability compar(.r.l.), and requesting the annulment of the

subsequent acquisition of the company by Cairo Conication. The requests of the counterparty

were rejected in the first instance, although thenterparty has filed an appeal. Based also on the
advice of its legal counsels, the Directors belithat the grounds of these claims are such asnot t

request a specific accrual.

*k%
28. Related party transactions
Transactions carried out by Cairo Communicationhwitlated parties and the effect on the

financial statements can be shown as follows:

Receivables and financial assets Trade Other receivables  Intra-group Other current
(Euro/000) receivables and current assets financial assets financial assets
Parent UT Communications 61 775 - -
Subsidiaries of Cairo CommunicationGroug

Cairo Pubblicita S.p.A. 706¢ - - -

Cairo Editore S.p.A. 73¢ - - -

Cairo Due S.r.l. 58 - - 386
Cairo Publishing S.r.l. 40 - - 100

Il Trovatore S.r.l. 337 - - -

Associates of UT Communications Group

Torino FC S.p.A. 36( - - -

Total 72,664 775 - 486
Payables and liabilities Trade payables Other payables anc Intra-group  Other financial
(Euro/000) current liabilities financial liabilities

payables
Parent UT Communications - - - R
Subsidiaries of Cairo Communication

Group
Cairo Pubblicita S.p.A. 1,980 - - -
Cairo Editore S.p.A. - - - -
Cairo Due S.r.l. 38 - - -
Cairo Publishing S.r.I. 6 - - -
Il Trovatore S.r.l. 148 - - -

Associates of UT Communications Group
Torino FC S.p.A. 17 - - -
Total 2,189 - - -

“Other liabilities” include payables for dividend® distribute to the majority shareholder,
amounting to Euro 1,262 thousand.
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Income and expense Operating Operating Financial  Financial (Expense)/
(Euro/000) revenue cost income expense Income from
investments

Parent UT Communications - - - - -

Subsidiaries Cairo Communication Group

Cairo Pubblicita S.p.A. 136,454 - - - 4,684
Cairo Editore S.p.A. 480 - - - 10,996
Cairo Publishing S.r.1. - 2 - -
Il Trovatore S.r.l. 22 (108) - - -
Associates

DMail Group S.p.A. - - - - (1,139)
Associates of UT Communications Group

Torino FC S.p.A. 100 - - - -
Total 137,056 (108) 2 - 14,541

“Income (expense) from investments” includes dimde received from the subsidiaries Cairo
Editore and Cairo Pubblicita, amounting to Eurd689,thousand, net of the impairment loss of the
investment in DMail Group, amounting to Euro 1,188usand.

Specifically, income and expense in relation tosaiaries can be analyzed as follows:

income and expense Cairo Cairo Cairo Dielleseiin Il Trovatore  Torino FC
(Euro/000) Editore  Pubblicita Publishing  liquidation

INCOME
Sub-concession payment 133,454 - - - -
Administrative services and use of 480 3,000 - - 22 100

serviced space
Recharged costs - -
Sale of advertising space - -

N
'
f
'

Interest income - -

Dividends 10,996 4,684 - - - -

Total 11,476 141,138 2 - 22 100
Cairo Cairo Cairo Dielleseiin Il Trovatore  Torino FC
Editore  Pubblicita Publishing  liquidation

EXPENSE
Internet services - - - - (108) -
Total - - - - (108) -

Cairo Communication supplies a range of servicesame of its subsidiaries and associates,

mainly relating to management accounting softwarge of serviced spaces, administration,

finance, treasury, management control, credit mamagt and marketing activities, to allow the

individual companies to benefit from economiesaale and more efficient management.

In 2012 Cairo Pubblicita S.p.A. worked for Cairor@aunication:

- as sub-lessee of Cairo Communication for TV adsiegi sales (La7 and theme channels
under concession Cartoon Network, Boomerang, and)@NXd Internet advertising sales,

- as sub-lessee for print media advertising salegfonthe magazines of Editoriale Genesis.
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Under these agreements, Cairo Pubblicita direatpices customers and returns a percentage of
proceeds to the sub-lessor.

In 2012, there were no transactions with the pafldrif. Communications) or with subsidiaries of
the latter, except for the contract with Torino F@ the provision of administrative services such
as bookkeeping; the agreement sets an annual teerof100 thousand.

As mentioned earlier, Cairo Communication and ibsidiaries Cairo Editore S.p.A., Cairo
Pubblicita S.p.A., Diellesei S.r.l. in liquidatio@airo Due S.r.l. and Cairo Publishing S.r.I. have
adhered to the national tax consolidation schemé. 6f Communications S.p.A.

Fees paid to the directors in 2012 are analyzelNdte 30“Board of Directors’ and Board of
Statutory Auditors’ fees” and in the RemuneraticgpBrt, prepared pursuant to art. 123 ter of the
TUF.

During the year, no transactions were concludet wiembers of the Board of Directors, general
managers and/or with key management personnel, ersmlb the Board of Statutory Auditors, and
the financial reporting manager, further than feaisl and as already shown in this Note.

The procedures adopted by the Group for relatety peansactions, to ensure transparency and
substantial and procedural fairness, made by thenp@ay either directly or through its
subsidiaries, are illustrated in the Directors’ Bepn the section on the “Report on Corporate

Governance”.

29. Risk management

Liquidity risk

Cairo Communication is not exposed to liquiditykrign that on one hand, significant financial
resources are held with a net available positinvarfcial position of Euro 45.4 million whilst on the
other, it attempts to ensure that an appropriatéyato generate cash is maintained, even under th
current market conditions.

An analysis of the company’s equity structure shdeth liquidity, or the ability to maintain
financial stability in the short term, and solidityr the ability to maintain financial stability the
medium/long term.

It is Group policy to invest available cash in amthnd or very short-term bank deposits, properly
spreading the investments, essentially in banknoglycts, with the prime objective of maintaining
a ready liquidity of the said investments. Counagtips are selected on the basis of their credit

rating, their reliability and the quality of thersee rendered.
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Currency and interest rate risks

Cairo Communication is not exposed to these rigk#hat on one hand, there is no loan finance,
whilst on the other hand operations are carriedexatusively in Italy, and revenue is generated
entirely in the country and main costs are incuineuro.

The interest rate risk only affects the yield oaikable cash. Specifically, with reference to tke¢ n
financial position at 31 December 2012, a one peeagge point reduction in the interest rate would
result in a reduction in annual financial incomepproximately Euro 0.5 million.

Movements in the cash flow and the liquidity of thempany are centrally monitored and managed
by Group Treasury in order to guarantee effective efficient management of financial resources.
Given the limited exposure to both interest ratd &OREX risk, the Company does not use

financial derivative and/or hedging instruments.

Credit risk

Cairo Communication is exposed to credit risk, puily in relation to its advertising sales
activities. This risk is however mitigated by tteetf that exposure is divided across a large number
of customers and that credit monitoring and corgrotedures are in place.

It is of course possible that the financial crizigl the uncertainty factors in the short and medium
term could deteriorate, along with the resultingdir squeeze, and negatively impact on the quality

of credit and on general payment terms.

30. Board of Directors’ and Board of Statutory Audiors’ fees
The following information refers to the 2012 feemidpto Directors, Statutory Auditors, General
Directors and key management personnel, also irsidialbies, analyzed in detail in the

Remuneration Report, prepared pursuant to artter23f the TUF:

183



Name Position  Term of office Term expiry Fees Benefitsin  Bonuses and Other fees**
date kind other
incentives
Urbano R. Cairo Chairman Jan.-Dec. 2012 31/12/2013 500 16 - 505
BoD
Uberto Fornara CEO Jan.-Dec. 20131/12/2013 175 4 - 405
Roberto Cairo Director Jan.-Dec. 2012 31/12/2013 20 - - -
Marco Janni Director Jan.-Dec. 2012 31/12/2013 34 - - -
Antonio Director Jan.-Dec. 2012 31/12/2013 34 - - -
Magnocavallo
Marco Director Jan.-Dec. 2012 31/12/2013 110 4 - 295
Pompignoli
Robero Director Jan.-Dec. 2012 31/12/2013 40 - - -
Rezzonico
Mauro Sala Director Jan.-Dec. 2012 31/12/2013 32 - - -
Key N/A Jan.-Dec. 2012 N/A - 8 683
management
personnel
Marco Moroni Chairman Jan.-Dec. 2012 31/12/2013
Board of 30 - - 16
Statutory
Auditors
Mariapia Maspes Standing Jan.-Dec. 2012 31/12/2013
auditor 20 - - 10
Marco Giuliani Standing Jan.-Dec. 2012 31/12/2013
auditor 20 - - -

* Other fees, in addition to fees for the role ofdior (Euro 20 thousand), refer to:

*

Urbano Cairo: fees pursuant to art. 2389, paragregHtalian Civil Code (Euro 480 thousand).

Uberto Fornara: fees pursuant to art. 2389, paragina3, Italian Civil Code (Euro 155 thousand).
Marco Janni: fees for attendance in meetings ofReenuneration Committee and Related Party Comn(ites 14 thousand);
Antonio Magnocavallo: fees for attendance in megtiof the Remuneration Committee and the ContrdlRisk Committee (Euro

14 thousand);

Marco Pompignoli: fees pursuant to art. 2389, paeggh, 3 Italian Civil Code (Euro 90 thousand);
Roberto Rezzonico: fees for attendance in meetitfse Remuneration Committee, Control and Risk i@itiee and Related

Party Committee (Euro 20 thousand);

Mauro Sala: fees for attendance in meetings of Rigk and Control Committee and the Related Partyn@dtee (Euro 12

thousand).

* Other fees refer to:

Urbano Cairo: fees for his duties performed for @akditore (Euro 500 thousand) and other compawiethe Group (Euro 5

thousand).

Uberto Fornara: gross fees as senior manager pagidiyf Cairo Communication (Euro 300 thousand) arek for his duties
performed for Cairo Pubblicita (Euro 100 thousarad)d other companies of the Group (Euro 5 thousand).
Marco Pompignoli: gross fees as senior manager plyay Cairo Communication (Euro 200 thousand), &ees for his duties
performed for Cairo Pubblicita (Euro 90 thousandidaother companies of the Group (Euro 5 thousand).
Key management personnel: gross fixed annual Greeg for a total of Euro 643 thousand (comprisin@sgr
remuneration as manager) and variable incentive ponents amounting to Euro 40 thousand.

At their meeting on 26 April 2012, the shareholdapproved the 2012 remuneration policy, as

illustrated in Section 1 of the Remuneration Repdrawn up pursuant to art. 123-ter of Legislative
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Decree 58/1998 and 84 quater of the Issuers’ Reégataand approved by the Board of Directors on

12 March 2012.

At its meeting on 12 March 2012, the Board of Dioes, on the proposal of the Remuneration

Committee and the favourable opinion of the RelaBzdity Committee, pursuant to art. 2389

paragraph 3 of the Italian Civil Code, resolved,ffoancial year 2012, for fees to Chairman Urbano

Cairo, CEO Uberto Fornara, and Director Marco Pgmgii, who hold particular responsibilities,

amounting respectively to Euro 480 thousand, EOrth6usand and Euro 90 thousand.

At its meeting on 10 May 2012, the Board of Dir@stoon the proposal of the Remuneration

Committee and the favourable opinion of the RelaBzdity Committee, pursuant to art. 2389

paragraph 3 of the Italian Civil Code, resolved #owariable fee mechanism for CEO Uberto

Fornara, based mainly on advertising revenue gréavtiets, and on the curbing of main direct costs

(such as dealing rights and commissions).

Under the decisions adopted by the meeting on 19 204.2, at its meeting on 14 February 2013,

the Board of Directors, based on the 2012 finaliltes acknowledged a variable fee of Euro 95

thousand to Uberto Fornara.

Moreover, under Consob Communication n. DEM/110428824 February 2011, point 2.3, letters

(a) and (f) it should be noted that:

e there are no agreements in place between the &ogmand the directors for any fee in the

event of resignation or unjust dismissal, or in thent their employment relationship ceases

following a takeover bid;

= there are agreements in place between the CompashyUherto Fornara, subject to non-
competition commitments in the year following temation of his employment with the
Company, for payment of a gross monthly fee of 15@flély of the gross monthly salary in his

capacity as manager, which will become effectiverugrmination of his relationship.

Moreover, there are no succession plans regardiecuéive directors.

At 31 December 2012, key management personnel ®fGhiro Communication Group was
composed of:

e Giuseppe Ferrauto (Director, General Manager anthger of Cairo Editore);

e Giuliano Cesari (executive director and General dgam of Cairo Pubblicitd) and manager of

Cairo Communication.

To date, Cairo Communication has no stock optiampin place.
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31.Transactions deriving from atypical and/or unusualtransactions
Pursuant to Consob Communication of 28 July 200BEM/6064296, we note that in 2012, as in

2011, Cairo Communication did not perform any atgpand/or unusual transactions as defined by
the above Communication. Moreover, there are nd and revenue components deriving from

events or transactions which by their nature ag aiz considered non-recurring.

As mentioned earlier, after year-end 2012, Cairm@anication S.p.A. signed an agreement with
Telecom ltalia Media for the acquisition of the iemtshare capital of La7 S.r.l., excluding the
investment held by La7 S.r.l. in MTV ltalia S.r.l.

The completion of the transaction is currently sgbjto the authorizations prescribed by the

current legislation.

For the Board of Directors
Chairman
Urbano Cairo
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ANNEX 1 - LIST OF INVESTMENTSIN SUBSIDIARIES AND ASSOCIATES

SUBSIDIARIES :

Company name:

Registered office:

Share capital:

Equity at 31/12/2011:

Profit for 2011

Equity as per draft financial statements at 31/Q222
Profit as per draft financial statements at 31/022

Ownership:

Company name:

Registered office:

Quota capital:

Equity at 31/12/2011:

Loss for 2011:

Equity as per draft financial statements at 31/Q222
Profit as per draft financial statements at 31/Q22

Ownership:

Company name:

Registered office:

Share capital:

Equity at 31/12/2011:

Profit for 2011

Equity as per draft financial statements at 31/Q222
Loss as per draft financial statements at 31/12201

Ownership:
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Cairo Editore S.p.A.
Milan — Corso Magenta, 55
1,043,256
13,665,073
11,000,567
11,823,172
9,158,666
99.95%

Cairo Due Sr.l.
Milan — Via Tucidide, 56
46,800
86,789
(3,668)
96,270
9,482
100%

Il Trovatore S.r.l.
Milan — Via Tucidide, 56
25,000
31,838
4,285
25,005
(6,833)
80%



Company name:

Registered office:

Share capital:

Equity at 31/12/2011.:

Profit for 2011

Equity as per draft financial statements at 31/Q222
Profit as per draft financial statements at 31/022

Ownership:

Company name:
Registered office:

Quota capital:

Net deficit at 31/12/2011:
Loss for 2011:

Net deficit as per draft financial statements di.312012:

Loss as per draft financial statements at 31/12201

Ownership

Company name:

Registered office:

Share capital:

Equity at 31/12/2011.:

Loss for 2011:

Equity as per draft financial statements at 31/Q222
Loss as per draft financial statements at 31/12201

Ownership:

Company name:
Registered office:
Share capital:

Equity at 31/12/2011.:
Loss for 2011:

Ownership:
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Cairo Pubblicita S.p.A.
Milano — Via Tucidide, 56
2,818,400
8,679,964
4,684,371
7,397,612
3,402,019
100%

Diellesei S.r.l. in liquidation
Milan — Via Tucidide, 56
10,000
(151,405)
(9,997)
(152,309)

(904)
60%

Cairo Publishing S.r.l.
Milano — Corso Magenta, 55
10,000
67,750
(248,818)
80,697
(287,053)
100%

Cairo Sport S.r.l.
Milano — Via Tucidide, 56
10,400
9,221
(1,179)
100%



INDIRECT SUBSIDIARIES

Company name:
Registered office:
Share capital:

Equity at 31/12/2011:
Loss for 2011:

Equity as per draft financial statements at 31/Q222

Loss as per draft financial statements at 31/122201

Ownership:

190

Edizioni Anabasi S.r.I.
Milano — Corso Magenta, 55
10,200
7,442
(2,891)
9,268
(1,174)
100%



ANNEX 2

Summary figures of draft financial statements of sbsidiaries in the
advertising segment, il Trovatore and discontinuedperations at 31 December 2012.

Assets
A Share capital proceeds to be received
B) Intangible fixed assets
Tangible fixed assets
Financial fixed assets
Total non-current assets
C) Inventory
Receivables
Current financial assets
Liquid funds
Total current assets
D) Prepayments and accrued income
Total assets

Liabilities

A) Share capital
Income - related and other reserves
Shareholders' contributions to cover losses
Retained earnings/(losses carried forward)
Net profit for the year

Total equity

B) Provisions for risks and charges

C) Employees' leaving entitlement

D) Payables

E) Accrued expenses and deferred income

Total equity and liahilities

Income statement
A) Production revenue
B) Production cost

Operating profit/(loss)
C) Net financial income / (expense)
D) Adjustments to financial assets
E) Extraordinary income / (expenses)
Pre-tax profit/ (loss)
Income tax
Net profit / (loss) for the year

Cairo Pubblicita

Cairo Due

Il Trovatore

Cairo Sport

Dielleseiin
liquidazione

Financial statements Financial statementsFinancial statements Financial statements Financial statements

at 31.12.12 at 31.12.12 31.12.12 at 31.12.12 31.12.12
0 0 0 0 0
1.004.574 0 0 0 0
17.401 0 680 0 0
1.827 0 3.873 0
1.023.802 0 4553 0 0
0 0 0
88.434.187 214.667 400.783 2.410 167.962
0 0 0 0 0
10.319.428 363.865 20.294 7.405 1.340
98.753.615 578.532 421.077 9.815 169.302
105.828 58 484 0 354
99.883.245 578.590 426114 9.815 169.656
2.818.400 46.800 25.000 10.400 10.000
1.167.468 10.429 2,674 0 0
3940 20.945 0 0 30.000
331 8.614 4.164 0 (191.405)
3.402.019 8.232 (6.833) (1.502) (904)
7.397.612 95.020 25.005 8.898 (152.309)
1.237.283 0 0 0 84.292
849.167 0 8.147 0 0
90.234.384 483569 392.962 916 237.672
164.800 0 0 0 0
99.883.245 578.590 426114 9.815 169.656
197.520.689 0 355.177 0 0
(192.816.857) (2.183) (360.002) (922) (914)
4.703.833 (2.183) (4.825) (922) (914)
244.270 14.079 (1.307) (580) (327)
0 0 0 0 0
149.774 0 0 0 0
5.097.878 11.896 (6.13%) (1502) (1.241)
(1.695.859) (3.664) (701) 0 337
3.402.019 8.232 (6.833) (1.502) (904)
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ANNEX 3

Summary figures of draft financial statements of sbsidiaries in the
publishing segment at 31 December 2012.

Assets
A Share capital proceeds to be received
B) Intangible fixed assets
Tangible fixed assets
Financial fixed assets
Total non-current assets
C) Inventory
Receivables

Current financial assets

Liquid funds
Total current assets
D) Prepayments and accrued income
Total assets

Equity and liabilities

A) Share capital
Income - related and other reserves
Shareholders' contributions to cover losses
Retained earnings
Net profit/(loss) for the year

Total equity

B) Provisions for risks and charges

C) Post - employment benefits

D) Payables

E) Accrued expenses and deferred income

Total equity and liabilities

Income statement
A) Production revenue
B) Production cost
Operating profit/(loss)
C) Net Financial income
D) Adjustments to financial assets
E) BExtraordinary income / (expense)
Pre-tax profit/ (loss)
Income tax
Net profit / (loss) for the year
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Cairo Editore Cairo Publishing Edizioni
Anabasi
Financial statements atFinancial statements Financial statements at
31.12.12 31.12.12 31.12.12
0 0
14.424.181 15.847 0
2.228.177 2.597 0
60.332 0 0
16.712.690 18.444 0
3.627.765 228.749 0
23.667.496 2.204.025 7.726
0 0 0
5.018.824 71.902 11.601
32.314.085 2.504.675 19.326
269.070 2.990
49.295.845 2.526.110 19.326
1.043.256 10.000 10.200
1.021.221 .0005 129
0 0 113
600.029 352.750 0
9.158.666 (28B)0 (1.174)
11.823.172 80.697 9.268
2.226.278 514.949 0
2.375.751 132.820 0
32.686.053 1.797.645 10.058
184.590 0
49.295.845 2.526.110 19.326
111.123.082 1.617.860 1.000
(98.239.092) (1.987.220) (2.667)
12.883.990 (369.360) (1.667)
205.002 3.567 493
0 0 0
710.510 0 0
13.799.502 (365.793) (1.174)
(4.640.836) 78.740 0
9.158.665 (287.053) 1474)



ANNEX 4

Summary figures of the most recently approved finacdial statements of the
subsidiaries in the advertising segment, il Trovate and discontinued operations
(31 December 2011).

Assets
A Share capital proceeds to be received
B) Intangible fixed assets
Tangible fixed assets
Financial fixed assets
Total non-current assets
C) Inventory
Receivables
Current financial assets
Liquid funds
Total current assets
D) Prepayments and accrued income
Total assets

Equity and liabilities

A) Share capital
Income - related and other reserves
Shareholders' contributions to cover losses
Retained earnings/(losses carried forward)
Net profit/(loss) for the year

Total equity

B) Provisions for risks and charges

C) Employees' leaving entitlement

D) Payables

E) Accrued expenses and deferred income
Total equity and liabilities

Income statement
A) Production revenue
B) Production cost

Operating profit/(loss)
C) Net financial income / (expense)
D) Adjustments to financial assets
E) Extraordinary income / (expense)
Pre-tax profit/ (loss)
Income tax
Net profit/ (loss) for the year

Diellesei in
Cairo Pubblicita Cairo Due Il Trovatore Cairo Sport liquidazione
Financial Financial Financial Financial Financial
statements at  statements at statements at statements at statements at
31.12.11 31.12.11 31.12.11 31.12.11 31.12.11
0 0 0 0 0
1.509.518 0 159 0 0
18.328 0 5.070 0 0
1.828 0 3.873 0
1.529.673 d 9.102 0 0
0 0 0 0 0
107.719.400 215.803 383.016 2.367 172.598
0 0 0 0 0
9.625.966 353.361 24.696 7.544 19.761
117.345.366 569.165 407.712 9.911 192.359
214.756 129 555 129 744
119.089.795 569.294 417.369 10.041 193.103
2.818.400 46.800 25.000 10.400 10.000
1.167.468 10.428 2.674 0 0
331 24.615 0 0 30.000
9.394 8.614 (121) 0 (181.408)
4.684.371 (3.668) 4.285 (1.179) (9.997)
8.679.964 86.789 31.838 9.221 (151.405)
1.158.692 0 0 0 100.646
768.341 0 6.369 0
108.373.674 482.505 379.162 820 243.862
109.124 0 0 0 0
119.089.795 569.294 417.369 10.041 193.103
211.779.331 1.003 353.615 0 12.946
(204.732.148) (2.380) (336.073) (818) (24.286)
7.047.184 (1.377) 17.541 (818) (11.340)
190.293 8.798 (931) (361) (101)
0 0 0 0 0
0 0 0 0 0
7.237.476 7.421 16.610 (1.179) (11.441)
(2.553.105) (11.089) (12.325) 0 1.444
4684371 (3.668) 4.285 (1.179) (9.997)
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ANNEX 5

Summary figures of the most recently approved finacdial statements of the
subsidiaries in the publishing segment (31 Decemb&011).

Assets
A Share capital proceeds to be received
B) Intangible fixed assets
Tangible fixed assets
Financial fixed assets
Total non-current assets
C) Inventory
Receivables

Current financial assets

Liquid funds
Total current assets
D) Prepayments and accrued income
Total assets

Equity and liabilities

A) Share capital
Income - related and other reserves
Shareholders' contributions to cover losses
Retained earnings
Net profit/(loss) for the year

Total equity

B) Provisions for risks and charges

C) Post - employment benefits

D) Payables

E) Accrued expenses and deferred income

Total equity and liabilities

Income statement
A) Production revenue
B) Production cost

Operating profit/(loss)
C) Net financialincome / (expense)
D) Adjustments to financial assets
E) Extraordinary income / (expense)
Pre-tax profit/ (loss)
Income tax
Net profit/ (loss) for the year
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Cairo Editore Cairo Publishing Edizioni
Anabasi
Financial statements  Financial statements Financial statements
at 31.12.10 at 31.12.10 at 31.12.10
0 0
15.924.086 23.419 0
2.156.540 4.031 0
57.760 0 0
18.138.385 27.450 0
3.207.747 181.676 0
23.525.278 2.029.068 7.431
0 0 0
7.056.195 134.105 10.904
33.789.220 2.344.849 18.334
261.098 5.908
52.188.703 2.378.207 18.334
1.043.256 10.000 10.200
1.021.221 .0005 129
0 0 4
600.029 301.568 0
11.000.567 (348) (2.891)
13.665.073 67.750 7.442
2.207.926 474.672 0
2.457.101 132.751
33.598.678 1.703.034 10.892
259.925 0
52.188.703 2.378.207 18.334
100.885.715 1.583.577 0
(83.657.711) (1.891.662) (3.056)
17.228.004 (308.084) (3.056)
170.063 10.169 5 16
(107.767) 0 0
0 0 0
17.290.300 (297.915) (2.891)
(6.289.733) 49.097 0
11.000.567 (248.818) (2.891)



APPENDIX A
Information pursuant to art. 149-xii of Consob Reguations

The following summary, prepared pursuant to ar@-fid of Consob Regulations, shows the fees
for the current period for auditing services andrfon-audit services provided by the Audit Firm.

€ thousands Services provided by Fees for the year

Audit services

Audit of separate financial statements, consoldiate
financial statements, regular checks on corporate

bookkeeping and checks of minor companies KPMG S.p.A. 69
Subsidiaries

- Cairo Pubblicita S.p.A. KPMG S.p.A. 35
- Cairo Editore S.p.A. KPMG S.p.A. 59
Attestation services

Parent company KPMG S.p.A* 18

* Fairness opinion on the distribution of interinvidends pursuant to art.2433 bis, paragraph S®fQivil Code
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KPMG S.p.A. Telefono 02 6763.1

Revisione e organizzazione contabile Telefax 02 67632445

Via Vittor Pisani, 25 e-mail it-fmauditaly@kpmg.it
20124 MILANO MI PEC kpmgspa@pec.kpmg.it

(Translation from the Italian original which remains the definitive version)

Report of the auditors in accordance with articles 14 and 16 of
Legislative decree no. 39 of 27 January 2010

To the shareholders of
Cairo Communication S.p.A.

We have audited the separate financial statements of Cairo Communication S.p.A. as at
and for the year ended 31 December 2012, comprising the statement of financial position,
income statement, statement of comprehensive income, statement of changes in equity,
statement of cash flows and notes thereto. The company’s directors are responsible for
the preparation of these financial statements in accordance with the International
Financial Reporting Standards endorsed by the European Union and the Italian
regulations implementing article 9 of Legislative decree no. 38/05. Our responsibility is
to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the auditing standards recommended by
Consob, the Italian Commission for Listed Companies and the Stock Exchange. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the separate financial statements are free of material misstatement and are, as a
whole, reliable. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by directors. We believe that
our audit provides a reasonable basis for our opinion.

Reference should be made to the report dated 3 April 2012 for our opinion on the prior
year separate financial statements, which included the corresponding figures presented
for comparative purposes.

In our opinion, the separate financial statements of Cairo Communication S.p.A. as at
and for the year ended 31 December 2012 comply with the International Financial
Reporting Standards endorsed by the European Union and the Italian regulations
implementing article 9 of Legislative decree no. 38/05. Therefore, they are clearly stated
and give a true and fair view of the financial position of Cairo Communication S.p.A. as
at 31 December 2012, the results of its operations and its cash flows for the year then
ended.

Societa per azioni
Capitale sociale
Euro 8.128.900,00 iv.

KPMG S.p.A. & una societd per azioni di diritto italiano e fa parte del
network KPMG di entita indipendenti affiliate a KPMG International
Cooperative {“KPMG International”), entita di diritto svizzero.

Ancona Aocsta Barl Bergamo
Bologna Bolzano Brescia Cagliari
Catania Como Firenze Genova
Lecce Milano Napoli Novara
Padova Palermo Parma Perugia
Pescara Roma Torino Treviso
Trieste Udine Varese Verona

Registro Imprese Milano e
Codice Fiscale N. 00709600159
R.E.A. Milano N. 512867

Partita IVA 00709600159

VAT number IT00709600159
Sede legale: Via Vittor Pisani, 25
20124 Milano M1 ITALIA



Cairo Communication S.p.A.
Report of the auditors
31 December 2012

4 The directors of Cairo Communication S.p.A. are responsible for the preparation of a
directors’ report on the financial statements in accordance with the applicable laws and
regulations. Our responsibility is to express an opinion on the consistency of the
directors’ report and its specific section on corporate governance and ownership
structure, to the extent of the information required by article 123-bis.1.c/d/f/l/m and
article 123-bis.2.b of Legislative decree no. 58/98 with the financial statements to which
they refer, as required by the law. For this purpose, we have performed the procedures
required by the Italian Standard on Auditing 001 issued by the Italian Accounting
Profession and recommended by Consob. In our opinion, the directors’ report and the
information required by article 123-bis.1.c/d/f/l/m and article 123-bis.2.b of Legislative
decree no. 58/98 disclosed in the specific section of such report are consistent with the
separate financial statements of Cairo Communication S.p.A. as at and for the year ended
31 December 2012.

Milan, 5 April 2013

KPMG S.p.A.

(signed on the original)

Francesco Spadaro
Director



DECLARATION ABOUT THE SEPARATE FINANCIAL STATEMENTS

PURSUANT TO ARTICLE 81 (TER) OF CONSOB REGULATION 11971 OF

14 MAY 1999 AND SUBSEQUENT MODIFICATIONS AND AMENDM ENTS

1. The undersigned Urbano Roberto Cairo, as Chairafaithe Board of Directors, and Marco
Pompignoli, as Financial Reporting Manager of C&ammmunication S.p.A., also in accordance
with art. 154 bis, paragraphs 3 and 4 of Leg. Betruary 24, 1998 — n. 58, confirm:

« the suitability of the characteristics of the gany and

* the effective application of administrative arad@unting procedures for the preparation of the
2012 financial statements.

2. We also confirnthat

2.1 the separate financial statements at 31 DeqeP@d®:

a) have been prepared in compliance with InternatidRalancial Reporting Standards
endorsed by the European Union, pursuant to EEQIRe&gn 1606/2002 of the European
Parliament and Council, of 19 July 2002;

b) are consistent with the accounting records and $obkhe Company,

c) give a true and fair view of the financial positiand results of operations of the Issuer;

2.2 the Directors’ Report contains a reliable asiglyn performance and operating results, as well
as on the position of the Issuer, together witlescdption of the principal risks and uncertainties

to which it is exposed.

Milan, 19 March 2013

For the Board of Directors Finand&porting Manager
Chairman
(Urbano Roberto Cairo) (Marco Pompignoli)
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