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DIRECTORS’ REPORT ON OPERATIONS
Parent company and consolidated financial statements as at 31 December 2010

Dear Shareholders,

the Parent Company financial statements and the consolidated financial
statements as at 31 December 2010, submitted for your approval, show, respectively, a net profit
of Euro 17,899 thousand and a consolidated net profit — Group share — of Euro 20,729 thousand.
In 2010, the Cairo Communication Group continued to operate as a publisher of magazines and
books (Cairo Editore/Editoriale Giorgio Mondadori and Cairo Publishing), as a multimedia
advertising broker (Cairo Pubblicitd) for the sale of advertising space on TV, in print media, on
the Internet and in stadiums, and as operator of Internet sites (Il Trovatore).
The year 2010 continued to suffer short- and medium-term economic uncertainty, despite signs of
recovery, particularly in the TV advertising market.
According to AC Nielsen data, advertising investments in Italy amounted to approximately Euro
8.6 billion in 2010, up 3.8% versus 2009. Breakdown by media shows that:
= the magazine advertising market dropped by 5.4% versus 2009, when it had slid in that same

period by 28.7% versus 2008,
= the TV advertising market, instead, progressed by 5.4% versus 2009, when it had fallen by
10.2% versus 2008.

Against this backdrop, in 2010 current operating results of the Cairo Communication Group - net
of non-recurring arbitration income - surged versus the same period last year, with gross
operating profit (EBITDA) of approximately Euro 30 million (+31.6%) and operating profit
(EBIT) of approximately Euro 26.3 million (+38.3%), with the pace of results picking up during
the year.
In order to fully appreciate the results achieved by the Cairo Communication Group in 2010, one
should consider that in 2009 - the actual comparison period - Cairo’s EBITDA had ended in line
with the figure reported in 2008, despite operating in a tough publishing market, amidst an almost

general decline in profits hitting the market players.



Looking at each business segment in 2010:

for publishing, gross operating profit (EBITDA) and operating profit (EBIT) were up 32%
and 34% respectively, reaching Euro 18.3 million and Euro 16.8 million versus the same
period last year (Euro 13.9 million and Euro 12.6 million respectively in 2009), despite the
lower number of issues of the two weeklies “Dipiu TV” and “TV Mia” versus 2009 (52
instead of 53), with a drop of approximately Euro 0.2 million in profits, and higher
advertising costs (approximately Euro 0.9 million);

for advertising, gross operating profit (EBITDA) and operating profit (EBIT) from current
operations - netted against non-recurring arbitration income - increased by 31.1% and
46.2%, reaching Euro 11.7 million and Euro 9.4 million versus the same period of 2009
(Euro 8.9 million and Euro 6.4 million respectively in 2009), attributable mainly to the
increase in TV advertising revenues (+18.9% overall). Advertising sales on La7,
approximately Euro 126.4 million, were up 4.6% versus 2009 and greatly exceeded the
agreed minimum annual revenue target (Euro 120 million). Starting from September 2010,
La7 audience prime time and all-day figures shot up (average all-day share in the September-
December four-month period of 2010 of 3.44%, up 15.8% versus the same period of 2009).
With the appointment of Enrico Mentana as new editor, the 8 PM newscast’s share in 2010
peaked to 9% (8.17% average share in the September-December four-month period of 2010,
versus the 2.26% in the same period of 2009) and recently shot above 10%, gaining
widespread attention across the media, with benefits trickling down to the top news and in-
depth programmes produced by the channel, “Omnibus”, “L’infedele”, “Le invasioni
barbariche” and”Otto e mezzo” in particular, whose audience figures leapt above 5% (5.37%
average share in the September-December four-month period of 2010 versus the 3.29% of
the same period of 2009). These shares were confirmed in January and February 2011,
suggesting that the pace can be maintained in the upcoming months, impacting positively on

advertising revenues.

In 2010, under the arbitration award issued on 27 January 2010, the 10-year advertising

concession contract signed in May 1998 between Cairo TV and Telepiu S.r.l. was terminated

through act and default of Telepiu. Telepit was ordered to pay damages to Cairo Communication

(as acquirer of Cairo TV) for the amount of Euro 11.7 million (the award also acknowledged

payment of Euro 1 million for damages to Telepiu), as well as approximately Euro 0.8 million for

defence and arbitration costs.

Including non-recurring income from the Cairo-Telepil arbitration, consolidated gross operating

profit (EBITDA) and operating profit (EBIT) amounted, respectively, to approximately Euro 36.8



million (Euro 22.8 million in 2009) and approximately 33.1 million (Euro 19 million in 2009).

Group share in net profit came to approximately Euro 20.7 million.

MANAGEMENT PERFORMANCE

Cairo Communication Group — Consolidated figures

Consolidated income statement
The main consolidated income statement figures of 2010 can be compared as follows with
those of 2009:

(€ thousands) 31/12/2010 31/12/2009
Current Non- Total
operations  recurring
income
Sales 271,456 - 271,456 251,260
Adbvertising agency discounts (27,896) - (27,896) (24,602)
Net operating revenues 243,560 - 243,560 226,658
Inventory movements (35) - (35) (165)
Other operating revenues 2,871 - 2,871 1,654
Non-recurring income from Telepiu arbitration - 6,792 6,792 -
Operating revenues 246,396 6,792 253,188 228,147
Cost of sales (194,610) - (194,610) (183,649)
Personnel costs (21,753) - (21,753) (21,684)
Gross operating profit (EBITDA) 30,033 6,792 36,825 22,814
Amortization, depreciation, write-downs and (3,738) - (3,738) (3,795)
provisions
Operating profit 26,295 6,792 33,087 19,019
Net financial income 350 - 350 547
Pre-tax profit 26,645 6,792 33,437 19,566
Income tax (9,518) (3,122) (12,640) (7,401)
Minorities (1) - (1) (4)
Group share in net profit from continuing 17,126 3,670 20,796 12,161
operations
Net profit/(loss) from discontinued operations (67) - (67) (127)
Minorities’ share in loss from discontinued
operations - - - -
Group share in net profit/(loss) from (67) - (67) (127)
discontinued operations
Group net profit 17,059 3,670 20,729 12,034

In the schedules of the consolidated income statement of 2010 appearing in this management
report, income arising from the Telepiu arbitration is shown separately owing to its non-recurring
nature and size.

In financial year 2010, looking at current operations:




- consolidated gross revenues were approximately Euro 274.3 million (Euro 252.9 million

in 2009), which comprise operating revenues of Euro 271.4 million and other revenues of
Euro 2.9 million, up 8.5% overall versus 2009,

- consolidated gross operating profit (EBITDA), amounting to approximately Euro 30
million, was up 31.6% versus 2009 (Euro 22.8 million),

- operating profit (EBIT) amounted to approximately Euro 26.3 million, rising by 38.3%
versus 2009 (Euro 19 million).

The outcome of the arbitration benefited the consolidated income statement of the year, netted

against those assets related to the Telepiu-Cairo TV advertising concession contract entered in the

consolidated financial statements as at 31 December 2009, deriving from the advertising

concession contract between Telepiu and Cairo, specifically:

- other receivables of approximately Euro 1.6 million, referable to the Telepiu’s share of
loss accrued on receivables from advertising clients, under the advertising concession
contract (which provided for a share of loss to be debited to Telepiu) the amount of which
was absorbed in the damages liquidated to Cairo as a result of the arbitration,

- the residual consolidation difference, equal to Euro 3.1 million, net of pertaining
amortization accumulated as at 30 June 2004, as the difference between purchase price in
1998 of the whole corporate capital of Cairo TV and its equity upon date of acquisition,
attributed in the consolidated accounts to the exclusive ten-year advertising concession
contract on the Telepiu analogue and digital channels at that times, and shown as
intangible assets under “concessions, licenses and trademarks”; recognition in the income
statement of the equivalent amount of such consolidation difference did not impact on tax
for the period as it had no tax and financial relevance.

In August 2010, Cairo Communication filed a new arbitration against Telepiu to assess a breach

by Telepiu of the contract under which it had transferred to the Company the entire share capital

of Telepiu Pubblicita S.r.l. (renamed Cairo TV S.p.A.), as a result of the termination of the
concession contract through act and default of Telepiu, and for the damages suffered by Cairo

Communication as acquirer of Cairo TV. The Board of Arbitrators was formed on 5 November

2010 and is composed by prof. avv. Gerardo Broggini (president), prof. avv. Francesco Benatti

(arbitrator appointed by the Company), and prof. avv. Vincenzo Roppo (arbitrator appointed by

Telepiu). The meeting on 27 January set the terms for the briefs, with the final hearing scheduled

on 11 May 2011.



Including non-recurring income, consolidated gross operating profit (EBITDA) amounted to

approximately Euro 36.8 million (Euro 22.8 million in 2009), while operating profit (EBIT) came
to roughly Euro 33.1 million (Euro 19 million in 2009).

The variation in financial income is mainly due to the drop in interest rates versus 2009 (a
Euribor one-month rate of 0.57% in 2010 versus 0.93% in 2009).

Net profit was approximately Euro 20.7 million (Euro 12 million in 2009). Even net of non-
recurring arbitration income, net profit from current operations, amounting to Euro 17.1 million,

advanced versus the same period last year (+ 41.8%).

The Group statement of comprehensive income can be analyzed as follows:
(€ thousands) 31/12/2010 31/12/2009

Consolidated statement of comprehensive income

Group share in net profit 20,729 12,034
Loss from valuation of investments available for sale (1,775) (349)
Total statement of Group comprehensive income 18,954 11,685

Loss from valuation of investments available for sale refers to the write-down of the book value
of the investment in the listed company Dmail Group (765,000 shares, or 10% of the share
capital) measured at fair value, equal to the share price as at 31 December 2010 (Euro 2.92 per
share), with a corresponding entry to net equity for a total of Euro 1,775 thousand in the year
(Euro 499 thousand in the three months).

As for the preparation of the consolidated financial statements as at 31 December 2009, the
Group’s share in the net loss of Diellesei S.p.A. in liquidation is shown separately under “net

profit/(loss) from discontinued operations”, and can be analyzed as follows:

(€ thousands) 31/12/2010 31/12/2009
Other operating revenues 121 79
Operating revenues 121 79
Cost of sales (107) (32)
Gross operating profit (EBITDA) 14 47
Amortization, depreciation, write-downs and provisions (100) (53)
Operating profit (EBIT) (86) (6)
Net financial income 1 (165)
Pre-tax profit (85) (171)
Income tax 18 44
Minorities - -
Group share in net profit/(loss) from discontinued (67) (127)
operations




The Group’s economic performance can be read better by analyzing the 2010 results by core

business (publishing, advertising and 1l Trovatore) versus those of 2009:

2010 Publishing Advertising Trovato-  Unallo- Intra Total
(€ thousands) Current Non- re cated group
operations  recurring operatio
items ns
Sales 101,203 197,227 - 344 - (27,318) 271,456
Advertising agency discounts - (27,896) - - - (27,896)
Net operating revenues 101,203 169,331 0 344 0 (27,318) 243,560
Inventory movements (35) - - - (35)
Other operating revenues 1,958 913 - - - - 2,871
Non-recurring arbitration - - 6,792 - - - 6,792
Operating revenues 103,126 170,244 6,792 344 0 (27,318) 253,188
Cost of sales (68,628)  (153,041) - (259) - 27,318  (194,610)
Personnel costs (16,194) (5,526) - (33) - - (21,753)
Gross operating profit (EBITDA) 18,304 11,677 6,792 52 0 0 36,825
Amortization, depreciation, write- (1,489) (2,247) - 2) - (3,738)
downs and provisions -
Operating profit (EBIT) 16,815 9,430 6,792 50 0 0 33,087
Investment income - - - - - - -
Net financial income 61 290 - (1) - - 350
Pre-tax profit 16,876 9,720 6,792 49 0 0 33,437
Income tax (5,701) (3,774) (3,122) (43) - - (12,640)
Minorities - - - (1) - - (1)
Group share in profit from 11,175 5,946 3,670 5 0 0 20,796
continuing operations
Net profit/(loss) from discontinued - - - - (67) - (67)
operations
Group net profit for the year 11,175 5,946 3,670 5 (67) 0 20,729
2009 Publishing Advertising Trovato  Unalloc Intra- Total
(€ thousands) Current Non- -re ated group
operations recurring operatio
items ns
Sales 104,158 175,264 - 360 - (28,522) 251,260
Advertising agency discounts - (24,602) - - - (24,602)
Net operating revenues 104,158 150,662 0 360 0 (28,522) 226,658
Inventory movements (165) - - - - - (165)
Other operating revenues 1,240 414 - - - - 1,654
Non-recurring arbitration income - - - - - -
Operating revenues 105,233 151,076 0 360 0 (28,522) 228,147
Cost of sales (74,469)  (137,408) (294) - 28,522  (183,649)
Personnel costs (16,894) (4,759) (31) - - (21,684)
Gross operating profit (EBITDA) 13,870 8,909 0 35 0 0 22,814
Amortization, depreciation, write- (1,319) (2,459) - 17 - - (3,795)
downs and provisions
Operating profit (EBIT) 12,551 6,450 0 18 0 0 19,019
Investment income - - - (79) - (79)
Net financial income 47 579 - - - 626
Pre-tax profit 12,598 7,029 0 18 (79) 0 19,566
Income tax (4,710) (2,673) (18) - - (7,401)
Minorities - - - (@) - - 4)
Group share in profit from
continuing operations 7,888 4,356 0 (4 (79) 0 12,161
Net profit/(loss) from discontinued
operations - - - - (127) - (127)
Group net profit for the year 7,888 4,356 0 4 (206) 0 12,034




Gross operating revenues in 2010, split up by core business (publishing, advertising and Il

Trovatore) can be analyzed and compared with the figures in 20009:

Gross revenues 31/12/2010
(€ thousands)
Publishing  Advertising  Trovatore Intra-group Total
eliminations
Magazine over-the-counter sales 70,978 - - - 70,978
Print media advertising 26,675 38,918 - (26,501) 39,092
TV advertising - 155,058 - - 155,058
Stadium signage and space sales - 1,571 - - 1,571
Internet advertising - 1,092 28 - 1,120
Subscriptions 2,883 - - - 2,883
Books and catalogues 1,970 - - - 1,970
Other revenues - 588 316 (817) 87
VAT relating to publications (1,303) - - - (1,303)
Total gross operating revenues 101,203 197,227 344 (27,318) 271,456
Other revenues 1,958 913 - - 2,871
Operating revenues 103,161 198,140 344 (27,318) 274,327
Non-recurring arbitration income - 6,792 - - 6,792
Total revenues 103,161 204,932 344 (27,318) 281,119
Gross revenues 31/12/2009
(€ thousands)
Publishing Advertising Trovatore Intragroup Total
eliminations
Magazine over-the-counter 72,438 - - 72,438
sales
Print media advertising 27,836 40,571 - (27,685) 40,722
TV advertising - 130,381 - - 130,381
Stadium signage and space sales - 2,813 - - 2,813
Internet advertising - 950 24 - 974
Subscriptions 2,953 - - - 2,953
Books and catalogues 2,264 - - - 2,264
Other revenues - 549 336 (837) 48
VAT relating to publications (1,333) - - - (1,333)
Total gross operating revenues 104,158 175,264 360 (28,522) 251,260
Other revenues 1,240 414 - - 1,654
Operating revenues 105,398 175,678 360 (28,522) 252,914
Non-recurring arbitration income - - - - -
Total revenues 105,398 175,678 360 (28,522) 252,914
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The main consolidated balance sheet figures as at 31 December 2010 can be compared versus

those as at 31 December 2009:

(€ thousands) 31/12/2010 31/12/2009
Balance sheet

Property, plant and equipment 2,656 2,812
Intangible assets 9,552 13,101
Investments 2,319 4,113
Prepaid tax 4,480 4,652
Net current assets (1,147) (3,544)
Total assets 17,860 21,134
Non-current borrowings and provisions 6,015 5,752
(Net financial assets)/Net debt (58,339) (51,364)
Equity 70,184 66,747
Minorities 0 (1)
Total equity and liabilities 17,860 21,134

The Shareholders’ Meeting on 28 April 2010 approved payment of a dividend of 0.2 Euro per

share, including tax, with detachment (coupon n. 2 post split) on 10 May 2010, for a total of Euro

15.5 million.

In 2010, as part of the share buyback plan, no treasury shares were purchased or sold. As at 31

December 2010, Cairo Communication held n. 771,326 treasury shares, or 0.985% of the share

capital, subject to the provisions of art. 2357-ter of the Civil Code.

Investments refer mainly (Euro 2.2 million) to 765,000 shares, or 10% of the share capital, in the

listed company Dmail Group S.p.A., measured as at 31 December 2010 at fair value (a share price

of Euro 2.92 as at 31 December 2010).

The consolidated net financial position as at 31 December 2010, compared with the position as

at 31 December 2009, is summarized as follows:

(€ thousands) 31/12/2010 31/12/2009 Change

Cash and cash equivalents 58,260 43,867 14,393
Escrow account held with Telepiu - 7,543 (7,543)
Short-term investments 79 79 -
Bank overdrafts - (125) 125
Bank loans - - -
Total 58,339 51,364 6,975

As at 31 December 2009, the consolidated net financial position included cash deposited in a

current account jointly held with Telepit S.r.l. (Euro 7.5 million including accrued interest),
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subject - according to the terms agreed by the parties when the account was opened - to the
arbitration award between Cairo Communication and Telepiu. Following the award issued on 27
January 2010, the deposit was released in favor of Cairo Communication. Telepiu offsets it
entirely against the damages liquidated by the Arbitrators on grounds challenged by Cairo

Communication in court in July 2010.

To analyze the major financial indicators, the asset structure as at 31 December 2009 can be

examined using a reclassified statement showing increasing liquidity/settlement:

31/12/2010 31/12/2009
(€ thousands)
Non-current assets
Property, plant and equipment and intangible assets 12,208 15,913
Investments 2,319 4,113
Prepaid tax 4,482 4,652
Total non-current assets 19,009 24,678
Current assets
Inventory 2,952 4,311
Trade receivables (deferred liquidity) 93,942 89,244
Other deferred cash 14,934 14,843
Total operating working capital 111,828 108,398
Liquid assets 58,260 43,867
Total current assets 170,088 152,265
Capital invested 189,097 176,943
Group equity 70,184 66,746
Consolidated liabilities
Provision for retirement benefit and staff severance 6,015 5,752
Non-current bank loans - -
Total consolidated liabilities 6,015 5,752
Current liabilities
Current operating liabilities 112,898 104,319
Current bank loans - 126
Total current liabilities 112,898 104,445
Financing capital 189,097 176,943
Net profit 20,729 12,034
Operating profit (EBIT) 33,087 19,019
Sales 243,560 226,658

An analysis of the financial position of the company using the main balance sheet indicators
indicates that the Cairo Communication Group is suitably capitalized to maintain financial
equilibrium in the medium/long term and has a very sound equity position as it has significant
cash resources, and generates positive results and can finance its current operations even within

the dynamics of its working capital.
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(€ thousands) Description 31/12/2010  31/12/2009
Solvency indicators
Availability margin Current assets-current liabilities 57,192 47,820
Availability ratio Current assets /current liabilities 1.51 1.46
Treasury margin (Def. cash + lig. assets)-current liabilities 54,240 43,509
Treasury ratio (Def. cash + lig. assets)-current liabilities 1.48 1.42
Non-current asset financing
indicators
Primary structure margin Equity - non-current assets 51,177 42,068
Primary structure ratio Equity - non-current assets 3.7 2.7
Secondary structure margin (Equity+liab.) — non-current assets 57,192 47,820
Secondary structure ratio (Equity+liab.)/ non-current assets 4.0 2.9
Financing structure indicators
Overall debt ratio (Long-term + current liab.)/Equity 1.7 1.7
Borrowings /Equity
Financing debt ratio 0.0 0.0
Current operating assets - current
operating liabilities (1,068) 4,079
Profitability indicators
ROE Net profit /Equity 29.5% 18.0%
ROE current operations Net profit curr. op./Equity 24.3% 18.0%
Operating profit /
ROI (Inv. op. capital — op. liabilities) 43.4% 26.2%
Operating profit current operations/
ROI current operations (Inv. op. capital — op. liabilities) 34.5% 26.2%
Other indicators
Receivables turnover 141 144

Solvency indicators (liquidity) represent the ability of the company to maintain short-term

financial equilibrium, to meet short-term outflows (current liabilities) with existing cash
(immediate cash) and short-term inflows (deferred cash). Specifically, immediate and deferred
cash fully covers current liabilities. The cash flow statement is used to analyze overall dynamics
and origins of cash movements.

The financing structure and non-current assets financing indicators express the strength of equity,

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

- the methods of funding medium/long term commitments,

- the composition of funding sources.

Specifically, these indicators, overall, disclose that there are no risks related to stability in the

composition of the assets and liabilities/equity.
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Regarding profitability indicators, the ROl (Return On Invested capital) is an indicator that
expresses the level of efficiency/effectiveness of corporate management. Invested capital as the
denominator is restated for an equivalent amount of liabilities without explicit maturity since their
cost is substantially included in operating profit.

As further non-financial performance indicators (key performance indicators), the Group mainly
uses data relating to distribution that indicate the “success” of each title, where performance may

be analyzed as follows, for weeklies and monthlies (ADS):

Weeklies Dipiu’ Diva & donna  Dipiu' TV Dipiu* TV TV Mia
Cucina
ADS November 2010 717,832 202,223 468,767 405,423 174,403
ADS November 2009 742,465 187,317 496,938 327,785 175,331
-3.32% 7.96% -5.67% 23.69% 0.53%
Monthlies For Men Natural Bell'ltalia Bell'Euro- In Viaggio Airone Gardenia
Magazine Style pa

ADS November 2010 99,623 88,363 64,709 34,012 37,886 77,911 56,970
ADS November 2009 111,812 100,137 67,575 40,079 45358 89,444 56,476
-10.9%  -11.76% -4.25% -15.14% -16.47%  -12.89% 0.87%

These figures show the excellent performance by circulation, despite the tough market in 2010.

Results achieved despite the increase in some cover prices. In February 2010, prices increased for
“Airone” (0.40 Euro to 1.9 Euro) and “Gardenia” (0.20 Euro to 3.9 Euro), and in March, for “In
Viaggio” (1 Euro to 2.9 Euro). Thanks to these increases, circulation revenues of the monthlies,

particularly of Editoriale Giorgio Mondadori, were basically in line with those of 2009.

Cairo Communication S.p.A. - Parent Company performance

The main Parent Company income statement figures for 2010 can be compared as follows

versus those of 2009:
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31/12/2010 31/12/2009

(€ thousands) Current Non- Total
operations recurring
income
Sales 137,472 - 137,472 131,584
Advertising agency discounts - - - -
Other operating revenues 528 - 528 217
Non-recurring arbitration income - 9,944 9,944 -
Operating revenues 138,000 9,944 147,944 131,801
Cost of sales (129,470) - (129,470) (123,990)
Personnel costs (2,469) - (2,469) (2,254)
Gross operating profit (EBITDA) 6,061 9,944 16,005 5,557
Amortization, depreciation, write-downs and
provisions (222) - (222) (369)
Operating profit (EBIT)
5,839 9,944 15,783 5,188
Net financial income 237 - 237 498
Net investment income (loss) 7,462 _ 7,462 8,422
Pre-tax profit 13,538 9,944 23,482 14,108
Income tax (2,394) (3,122) (5,516) (2,040)
Net profit from continuing operations
11,144 6,822 17,966 12,068
Net profit/(loss) from discontinued operations (67) - (67) (128)
Net profit 11,077 6,822 17,899 11,940

As for consolidated figures, in the schedules of the income statement of the Parent Company in
this directors’ report on management, income from the Cairo-Telepiu arbitration is shown
separately, owing to its non-recurring nature and size.

In 2010, looking at current operations:

- gross revenues were approximately Euro 138 million (Euro 131.8 million in 2009), which
comprise operating revenues of Euro 137.5 million and other revenues of Euro 0.5 million,
up 4.7% overall versus 2009,

- gross operating profit (EBITDA) of the Parent Company, amounting to approximately

Euro 6.1 million, was up 9% versus 2009 (Euro 5.6 million),
- operating profit (EBIT) came to approximately Euro 5.8 million, rising by 12.5% versus
2009 (Euro 5.2 million).
Regarding the income statement of the Parent Company, the outcome of the arbitration generated
positive results in the Parent Company income statement for the year, net of those assets entered
in the financial statements as at 31 December 2009 and related from the advertising contract
between Telepiu and Cairo TV, other assets of approximately Euro 1.6 million, referable to the

Telepiu’s share of loss accrued on receivables from advetrising clients, under the advertising
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concession contract (which provided for a share of loss to be debited to Telepiu) the amount of

which was absorbed in the damages liquidated to Cairo as a result of the arbitration.

Including non-recurring income, gross operating profit (EBITDA) was approximately Euro 16

million (Euro 5.6 million in 2009), while operating profit (EBIT) was approximately Euro 15.8
million (Euro 5.2 million in 2009).

The variation in financial income was mainly due to the drop in interest rates versus 2009 (a
Euribor average of 0.57% in 2010 versus 0.93% in 2009).

“Investment income” mainly includes dividends received from subsidiaries Cairo Pubblicita,
amounting to Euro 0.7 million (Euro 1.8 million in 2009) and Cairo Editore, amounting to Euro
6.8 million (Euro 6.7 million in 2009).

Net profit came to approximately Euro 17.9 million (Euro 11.9 million in 2009).

The Parent Company statement of comprehensive income can be analyzed as follows:

(€ thousands) 31/12/2010 31/12/2009

Statement of comprehensive income of Parent Company

Net profit 17,899 11,940
Loss from valuation of investments available for sale (1,775) (428)
Total statement of comprehensive income 16,124 11,512

As mentioned for consolidated figures, loss from valuation of investments available for sale refers
to the fair value measurement of the book value of the investment in the listed company Dmail

Group (a share price of Euro 2.92 as at 31 December 2010).

The main balance sheet figures as at 31 December 2010 of Cairo Communication S.p.A. can be
compared with the situation as at 31 December 2009:
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(€ thousands) 31/12/2010 31/12/2009

Balance sheet

Property, plant and equipment 352 446
Intangible assets 151 210
Investments 15,941 17,717
Other non-current assets 399 420
Net current assets 22,234 26,839
Total assets 39,077 45,632
Non-current borrowings and provisions for liabilities 837 714
(Net financial position)/Net borrowings (32,742) (25,454)
Net equity 70,982 70,372
Total equity and liabilities 39,077 45,632

As mentioned in the notes to the consolidated balance sheet, the Shareholders’ Meeting of 28
April 2010 approved the distribution of a dividend of Euro 0.2 per share, including income tax,
with detachment date (coupon n. 2 post-split) on 10 May 2010, for a total of Euro 15.5 million.

The net financial position of the Parent Company as at 31 December 2010, compared with the

situation as at 31 December 2009, is summarized as follows:

(€ thousands) 31/12/2010 31/12/2009 Change
Cash and cash equivalents 32,663 17,832 14,831
Escrow account held with Telepiu - 7,543 (7,543)
Marketable securities 79 79

Total 32,742 25,454 7,288

Statement of reconciliation of Parent Company equity and net profit

and Group equity and net profit

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

Group equity and net profit can be analyzed as follows:
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(€ thousands) Equity Net profit
Financial statements of Cairo Communication S.p.A. 70,982 17,899
Elimination of the value of consolidated equity investments:
Difference between book value of investments and their net equity value 11,742
Share in subsidiaries’ net profit net of investment write-downs

13,272
Allocation of excess consideration paid:
Goodwill 7,230
Greater values attributed to other assets (3,152)
Elimination of intra-group profits net of income tax (29,770) 178
Elimination of intra-group dividends (7,467)
Consolidated financial statements of Cairo Communication 70,184 20,730

Core business segment operating results and related risk factors and

strategic opportunities

PUBLISHING
CAIRO EDITORE - CAIRO PUBLISHING

The results achieved by Publishing in 2010 can be analyzed as follows:

Publishing 31 December 31 December
(€ thousands) 2010 2009

Sales 101,203 104,158
Advertising agency discounts - -
Net operating revenues 101,203 104,158
Other revenues 1,958 1,240
Inventory movements (35) (165)
Operating revenues 103,126 105,233
Cost of sales (68,628) (74,469)
Personnel costs (16,194) (16,894)
Gross operating profit (EBITDA) 18,304 13,870
Amortization, depreciation, write-downs and provisions (1,489) (1,319)
Operating profit (EBIT) 16,815 12,551
Investment income - -
Net financial income 61 47
Pre-tax profit 16,876 12,598
Income tax (5,701) (4,710)
Minorities - -
Group share in net profit from continuing operations 11,175 7,888
Net profit/(loss) from discontinued operations - -
Net profit for the year 11,175 7,888
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Sales revenues from Group publications, amounting to Euro 71 million, were down 2% versus

2009 (Euro 72.4 million, up 2.8% versus Euro 70.5 million in 2008; revenues this year are higher

than 2008), due to the lower amount of issues of the two weeklies “Dipitu TV” and “TV Mia” (52

instead of 53), causing a loss in revenues over the period of approximately Euro 0.4 million, and

to the cut price of three issues of “Dipit TV” (loss of approximately Euro 0.6 million) and of
several issues (loss of approximately 0.1 million) of “Diva e Donna”, concurrent to its kick-start
and appointment of the new editor-in-chief, Angelo Ascoli, replacing Silvana Giacobini at the
end of her tenure. The kick-start, driven by a strong advertising campaign, has already generated
good circulation results, with a roughly 35% increase in average copies sold between 4Q09 and

2010, taking the 49 issues after the launch into account.

Group gross advertising revenues, which reached Euro 38.1 million, were partly affected by the

lower amount of issues of the two weeklies, shedding 3.8% (versus the -5.4% of the magazine

advertising market in 2010, ACNielsen, but versus the -28.7%, AC Nielsen, of 2009). In 2009,

Cairo magazine advertising revenues had slid by -23.6%, 5 percentage points less, however, than

the general market.

Despite the lower amount of issues of the weeklies (with a loss of about Euro 0.2 million) and the

higher advertising costs (approximately Euro 0.9 million), in 2010 gross operating profit

(EBITDA) and operating profit (EBIT) in the publishing segment were up 32% and 34%,

respectively, reaching Euro 18.3 million and Euro 16.8 million versus the same period last year

(Euro 13.9 million and Euro 12.6 million, respectively, in 2009), thanks essentially to:

- the high quality of the Group’s publications, which helped maintain circulation and sales
revenues;

- a series of cost-curbing measures, implemented starting from 2008 to increase the
effectiveness and efficiency of production, publishing and distribution processes, which
enabled the Group to cut costs versus the same period last year, mainly concerning:

- cost of paper, thanks to the better purchase terms negotiated with providers for 2010
and, only to a smaller extent, to the rethinking of a number of technical features
(paper weight and type) without affecting the high quality of the publications,

- better economic terms versus 2009 for external print and binding work,

- better economic terms versus 2009 for the distribution process,

- optimization of bordereau costs (magazine editorial content purchased externally,
such as photos, reports, etc.).

“Settimanale DIPIU”, Italy’s second best-selling magazine, with an average ADS circulation of

717,832, “DIPIU’ TV”, with an average ADS circulation of 468,767 copies, and “Diva e Donna”,

19



with an average ADS circulation of 202,223 copies, all three in the twelve months from
December 2009 to November 2010 confirmed the outstanding sales results achieved.
As far as circulation is concerned, the features of the Group’s publications and the Group

strategy help maintain a strong lead over competitors in the current publishing market. In detail:

- cover prices of the weeklies are lower, some significantly lower (even half the price)
than those of main competitors; this gap increases appeal and allows space for potential

price increases, hence for increased profitability;

- sales are mostly at the newstands (95%), with a minimum incidence (about 2% on total
publishing revenues, including advertising) of revenues generated by gadgets and
collaterals, whose sales figures have collapsed in the publishing segment; the Group has
opted to focus on the quality of its publications; in 2010, gross advertising revenues
generated by the Group’s publications accounted for 33% - an extremely low figure if
compared with the revenue breakdown of other major publishing groups — while 67%
was generated by direct sales and subscriptions, proof of the high editorial quality of

publications;

- weekly magazines, which account for approximately 83% of the total publishing
revenues, are sold as single copies and not bundled with other weeklies and/or dailies to

bolster sales;

- the Group’s four weekly magazines, given their “tender age”, are less popular than their
established rival counterparts, so they have potential to increase their appeal through
advertising campaigns, product quality and consumer habits, with resulting benefits on

amount of copies sold and on advertising sales.

Summary financial information from the draft financial statements as at 31 December 2010 of the

subsidiaries is provided in the appendices to the notes to the Parent Company financial

statements:

- in 2010, Cairo Editore generated revenues of approximately Euro 100.9 million, with
gross operating profit (EBITDA) of Euro 18.2 million and operating profit (EBIT) of
Euro 15.6 million (Euro 102.8 million, 13.7 million and 11.1 million in 2009,

respectively),

- Cairo Publishing generated revenues of approximately Euro 2.3 million, with gross

operating profit (EBITDA) of Euro 0.2 million and a negative operating profit of
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(EBIT) of Euro 0.05 million (Euro 2.5 million, 0.2 million and 0.03 million in 2009,

respectively).

The publishing segment also includes Edizioni Anabasi S.r.1., which is inactive.

ADVERTISING

In 2010, Cairo Communication acted as an advertising broker — with subsidiary Cairo Pubblicita -
selling space in the print media for Cairo Editore (“For Men Magazine”, “Natural Style”,
“Settimanale DIPIU’”, “DIPIU’ TV” and weekly supplements “Settimanale DIPIU’ e DIPIU’TV
Cucina” and “Settimanale DIPIU’ e DIPIU’TV Stellare”, “Diva e Donna” and “TV Mia”), the
Editoriale Giorgio Mondadori division (Bell’ltalia”, “Bell’Europa”, “In Viaggio”, “Airone”,
“Gardenia”, “Arte” and “Antiquariato”) and for Editoriale Gensis (“Prima Comunicazione” and
“Uomini e Comunicazione”), and for the sale of advertising space on TV for third parties
TIMedia (La7 and La7d), Interactive Group (Sportitalia, Sportitalia 2 and Sportitalia 24),
DahliaTV (Dahlia Calcio, Dahlia Sport, Dahlia Xtreme, Dahlia Explorer and Dahlia Eros) and
Turner Broadcasting (Cartoon Network, Boomerang, CNN), on the Internet mainly for TIMedia
(La7.it and La7.tv), DahliaTV (Dahliatv.it), Sportitalia (Sportitalia.it) and Turner Broadcasting
(Cartoon Network.it, Cnn.com, and Cnnmoney.com) and for the sale of stadium signage and
space at the “Olimpico” in Turin for Torino FC.

The results achieved by Advertising in 2010 can be analyzed as follows:

2010 31/12/2010 31/12/2009
(€ thousands) Current Non- Total

operations  recurring

items

Sales 197,227 - 197,227 175,264
Advertising agency discounts (27,896) - (27,896) (24,602)
Net operating revenues 169,331 0 169,331 150,662
Inventory movements - - - -
Other revenues 913 - 913 414
Non-recurring arbitration income - 6,792 6,792 -
Operating revenues 170,244 6,792 177,036 151,076
Cost of sales (153,041) - (153,041) (137,408)
Personnel costs (5,526) - (5,526) (4,759)
Gross operating profit (EBITDA) 11,677 6,792 18,469 8,909
Amortization, depreciation, write-downs and (2,247 - (2,247 (2,459)
provisions
Operating profit (EBIT) 9,430 6,792 16,222 6,450
Investment income - - - -
Net financial income 290 - 290 579
Pre-tax profit 9,720 6,792 16,512 7,029
Income tax (3,774) (3,122) (6,896) (2,673)
Minorities - - - -
Group share in net profit from continuing 5,946 3,670 9,616
operations 4,356
Net profit from discontinued operations - - - -
Net profit for the year 5,946 3,670 9,616 4,356
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In 2010, in the advertising segment, gross operating profit (EBITDA) and operating profit (EBIT)
from current operations — netted against non-recurring arbitration income — were up 31.1% and
46.2%, respectively versus 2009, reaching Euro 11.7 million and Euro 9.4 million (Euro 8.9
million and Euro 6.4 million, respectively, in 2009), thanks mainly to the rise in TV advertising
revenues (+18.9% overall).

Specifically, in 2010 Cairo Pubblicita generated revenues of approximately Euro 197.2 million
(Euro 175 million in 2009), with gross operating profit (EBITDA) of Euro 5.6 million (Euro 2.2
million in 2009) and operating profit (EBIT) of Euro 3.6 million (Euro 1.3 million in 2009).
Television

In 2010, TV advertising revenues (including La7, La7d, Sportitalia and Dahlia and theme
channels Cartoon Network, Boomerang, and CNN), totaling Euro 155.1 million, were up 18.9%
overall versus 2009.

In order to measure the performance of TV advertising revenues, one should consider that in 2009
- the actual comparison year - Cairo’s revenues had already increased by 6.4% versus 2008 when
the general TV advertising market had shed 10.2% (AC Nielsen).

Specifically, in 2010 advertising revenues on La7, amounting to approximately Euro 126.4
million, greatly exceeded the minimum annual contractual target of Euro 120 million, rising by
4.6% versus 2009, while advertising revenues on the unencrypted digital channel La7d,
amounting to approximately Euro 6 million, confirmed the contractual target of 2010.

The good results of TV advertising revenues were achieved thanks also to the other new contracts
signed at end 2009 and during 2010, specifically:

- the multi-year exclusive advertising concession contract on the digital and satellite

Sportitalia, Sportitalia 2 and Sportitalia 24 channels and on the www.sportitalia.it

website, which generated in 2010 gross revenues of approximately Euro 11.4 million,

- the exclusive advertising concession contract in 2010 on the 5 Dahlia digital pay channels
and the www.dahliatv.it website, which generated gross revenues in 2010 of
approximately Euro 2.4 million; in January 2011, Dahlia was wound up by its
shareholders.

Starting from September 2010, La7 audience figures surged in prime time and total day time

(with a share on total day in the September-December four-month period of 3.44%, rising by

15.8% versus the same period of 2009). These shares were basically maintained in January and

February 2011, and are expected to continue in the months ahead, impacting positively on

advertising revenues.
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Based on the order book as at 10 March 2011 for advertising aired and to be aired on La7 in the
January-March three-month period, the minimum contractual revenue target for the quarter, equal
to Euro 30 million, and the revenues achieved in the same quarter of 2010 (Euro 30.4 million)
have already been outstripped by over 25%.

Print media

As mentioned earlier, Group magazine advertising revenues, amounting to Euro 38.1 million,
were also down, shedding 3.8% (versus the -5.4% of the general magazine advertising market in
2010, ACNielsen, but versus the -28.7% - AC Nielsen- of 2009).

In 2010, starting from April, Group magazine advertising revenues began swinging back
upwards, Figures in 2Q10 and 3Q10 remained aligned to the corresponding quarters of 2009,
while 4Q10 was up 3.2% versus 4Q09.

The same pace was seen in January and February 2011, when advertising revenues were up

approximately 8% overall versus the same two-month period in 2010.

IL TROVATORE

During the year, Il Trovatore continued operations, providing technological services mainly to

Group companies, as well as managing its search engine.

Alternative performance indicators

In this Report, in order to provide a clearer picture of the economic and financial performance
of the Cairo Communication Group, besides of the conventional financial indicators required by
IFRS, a number of alternative performance indicators are shown that should, however, not be
considered substitutes of those adopted by IFRS.

The alternative indicators are:

- EBITDA: used by Cairo Communication as a target to monitor internal management, and in
public presentations (to financial analysts and investors). It serves as a unit of measurement to
evaluate Group and Parent Company operational performance, with the EBIT, and is calculated

as follows:
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Net profit from continuing operations, pre tax

+/- Net finance income
+/- Share in associates
EBIT- Operating profit

+ Amortization & depreciation

+ Bad debt write-downs
+ Provisions for liabilities and risks
EBITDA - Operating profit, before amortization, depreciation, write-downs and

provisions
The Cairo Communication Group also considers net financial position as valid indicator of the

Group’s ability to meet financial obligations, both current and future. As can be seen in the table
used above, which details the equity figures used for the calculation of Group net financial
position, this figure includes cash and other cash equivalents, bank deposits, securities and other

current financial assets, reduced by current and non-current bank borrowings.
Transactions between controlling and group companies

Transactions in 2010 with related parties, including with Group companies, were not considered
to be atypical or unusual, and were part of the ordinary activities of Group companies. These
transactions were carried out on market terms, taking account of the goods and services provided.
Information on transactions with related parties is disclosed in Note 36 to the consolidated

financial statements and in Note 29 of the parent company financial statements.

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

and its Group are exposed

Risks associated with the general economic climate

The economic and financial standing of the Cairo Communication Group may be influenced by
various factors within the macro-economic environment, such as the increase or decrease of
GNP, the level of consumer and corporate confidence, the advertising expenditure/GDP ratio,

interest rate trends and cost of raw materials.

The year 2010 continued to suffer short- and medium-term economic uncertainty. Despite signs
of recovery, particularly in the TV advertising market, there remains uncertainty over the period

required for a return to normal market conditions. Should this situation of weakness and
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uncertainty continue for some time, the operations, strategy and outlook for the Group may be
impacted.

To challenge this particular situation, the Cairo Editore Group has put in place, starting from
2008, a series of measures to increase efficiency and effectiveness of the production, publishing
and distribution processes, and will continue in 2011 to benefit from the high levels of efficiency

achieved, despite the likely increase in paper costs.

Risks associated with advertising and publishing market trends

Short and medium-term economic uncertainty continued to impact negatively on the advertising
market in 2010.

Despite signs of recovery, particularly in the TV advertising market (+6%, ACNielsen, versus -
13.4% in 2009), the magazine advertising segment remained on the negative side (-5.4%,
ACNielsen, versus -28.7% in 2009). In 2010, the overall advertising market, ACNielsen, rose by
3.8%.

With approximately Euro 197.2 million in advertising sales, the Cairo Communication Group
holds almost 2.3% of the overall advertising market (approximately 3.4% of the TV advertising
market and 4.7% of the magazine advertising market). This market share leaves the Group room
enough for growth, given the high quality and significant distribution of its own titles, in
particular weeklies, and the agency business, qualities and distribution that provide a significant

competitive edge.

The tough economic environment has in general contributed to a slowdown in the sale of dailies
and magazines. Against this backdrop, in 2010 sales revenues from Group publications,
amounting to Euro 71 million, were down 2% versus 2009 (Euro 72.4 million, up 2.8% versus
Euro 70.5 million in 2008; revenues this year are higher than 2008), due also to the lower
amount of issues of the two weeklies “Dipiu TV” and “TV Mia” (52 instead of 53), causing a
loss in revenues over the period of approximately Euro 0.4 million, and to the cut price of three
issues of “Dipiu TV” (loss of approximately Euro 0.6 million) and of several issues (loss of

approximately 0.1 million) of “Diva e Donna”.
Advertising

The Cairo Communication Group is significantly exposed to advertising sales performance,
which has progressively decreased over time as a result of significant developments in the

publishing business. Advertising sales today represent around 72% of total Group revenue.
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Considering the Group’s publishing business alone, advertising sales in 2010 accounted for
33% - much lower than the revenue breakdown of other major publishing groups — while the
remaining 67% was generated by distribution and subscription revenues, demonstrating the

great publishing strength of advertising products.

The sale of advertising space is monitored daily by reference to the percentage saturation of the
catchment time, average sales price and the variation from forecasts. Daily monitoring also
provides/enables a review of the sales forecasts by month in order to act — with reference to

print media - on advertising pages and thus on the structure of product costs.

Management’s attention is focused on the definition of strategy and commercial policy to ensure
an effective presentation of the high value of the product offering. The features of the resources

offered represent a strength for the Group in the current competitive climate.

La7 presents an excellent audience profile, particularly appealing for advertising. Starting from
September 2010, La7 audience figures surged in prime time and total day time. With the
appointment of Enrico Mentana as new editor, the 8PM newscast’s share in 2010 peaked to 9%
(8.17% average share in the September-December four-month period of 2010 versus 2.26% of the
same period in 2009) and recently shot above 10%, gaining widespread attention across the
media, with benefits trickling down to the top news and in-depth programmes produced by the
channel.

Regarding Group titles, the excellent distribution volumes that enabled the Group to become the
second major publisher of weeklies by copies sold in newsstands, net of weeklies attached to
dailies, make the advertising pages appealing in terms of advertising cost per copy sold (equal
to the ratio between the price of the advertising page and the copies sold) which are currently

lower than those of the competition.
Distribution

Regarding distribution, the features of the products published by the Group as well as its
strategy, are such as to build a significant competitive edge in the current climate of the

publishing segment. In particular

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

competitors;

- sales are mostly at the newsstands (95%), with a minimum incidence (less than 2% on
total publishing revenues, including advertising) of revenues generated by gadgets and

collaterals;
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- weekly magazines, which account for approximately 83% of the total publishing
segment revenues, are sold as single copies and not bundled with other weeklies and/or

dailies to bolster sales.

Risks associated with developments in the media segment

The media segment has seen an increase in the level of penetration of new communication
resources, in particular the Internet and pay TV, together with innovation technologies that may
determine changes in demand by consumers, who in future will probably request personalized
content by even directly selecting the source. As a result, this may change the relative
importance of the various media and distribution to the audience, with consequent greater

market fragmentation.

Whereas the development of the Internet may impact on the share of print media, mainly on
dailies and to a much lesser extent on our weeklies, the growth of pay, satellite and digital

terrestrial television may impact on the traditional TV audience.

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

develop the various distribution platforms, with particular attention to the Internet.

Developments in the regulatory framework are also continually monitored for the media

segment and their disclosure within the Group is ensured.

Risks associated with the importance of the advertising concession contracts with third-party

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

multimedia broker for the sale of advertising space on television, print media, stadiums and the
Internet.

In 2010 approximately 56.5% of Group gross revenues were generated from advertising for
third-party publishers with respect to the Cairo Communication Group, Tl Media (La7) in
particular.

In December 2010, Telecom Italia Media and Cairo agreed to re-examine the advertising
concession contract of 19 November 2008. Specifically, for 2011 and for the possible 2012-2014
three-year period, both set additional annual advertising revenues targets (unguaranteed) with
respect to the minimum annual revenues, proportional to the achievement by Telecom lItalia
Media of annual targets of share higher than the given 3% for La7’s share. Cairo’s achievement

of these additional targets, or payment to Telecom Italia Media of equivalent dues, will entitle
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Cairo to renew the contract up to 31 December 2019. Otherwise, Telecom Italia Media is

authorized to withdraw from the contract.

The Group’s track record, ever since inception, has demonstrated its ability to manage changes in

its portfolio of media types brokered:
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The advertising brokerage business started in 1996 with a number of titles of the RCS Group
including “IO Donna”, which in the space of a few years exceeded Euro 50 million in
advertising sales. In 2001, “ 10 Donna” was replaced by “Anna”. The contract with RCS
expired at the end of 2002. In 1998 advertising sales were launched on pay TV Telepiu, which
was then interrupted in July 2004. In 2003, advertising sales were launched for La7 and from
2004 those relating to new publishing initiatives for Cairo Editore. At the end of 2009, Cairo
Pubblicita had entered a multi-year exclusive advertising concession contract on the digital and
satellite Sportitalia and Sportitalia 2 channels and on the www.sportitalia.com website. In 2010,
Cairo Communication also entered a concession contract for the new unencrypted digital

channel La7d.

Risks associated with Management and “key staff”

The Group’s success depends on the talents of its executive Directors and other members of
Management to efficiently manage the Group and the individual business segments. Editors, too,

have a significant role in relation to their publications.
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The loss of the services of an executive Director, editor, or other key resources without an
appropriate substitute, as well as the difficulty in attracting and retaining new and qualified
resources, may impact negatively on the prospects, operations and economic and financial results

of the Group.

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

The Cairo Communication Group publishes a number of leading Italian weeklies: “Settimanale
Dipiu” (717,832 copies), “DipiuTV” (468,767 copies), “DipiuTV Cucina” (405,423 copies) and
“Diva & Donna” (202,223 copies). Among the monthlies, “Gardenia”, “Bell’Italia”, “For Men
Magazine”, “Natural Style” and “Arte” are leaders in their own segment.

The value of Group brands must be continuously protected by maintaining the current level of
quality and innovation, for example, by keeping the current number of pages, supported by
appropriate levels of advertising consistent with the offer.

The Group publishing strategy has always been focused on the quality of its products, driven by
the efforts of Management and the editors. Under the agreements with the editors of the weeklies,
a significant part of their compensation is linked to the results of the distribution and/or sale of

advertising space of the titles.

Risks associated with contractual commitments

The three-year advertising concession contract (2009-2011) for La7 signed in November 2008,
renewed automatically for three more years if the contractual revenue targets are reached, sets
minimum gross advertising revenues of Euro 120 million also in 2011 (target reached in 2009 and
greatly exceeded in 2010), with minimum annual guaranteed fees for Telecom lItalia Media of
Euro 84 million (70%). In return for Cairo’s commitment to minimum gross advertising revenues
and minimum fees, Telecom Italia Media undertakes to maintain the annual share of La7 higher
than or equal to 3% (with a contribution of the audience share of La7d — for 2010 and 2011 alone
- within pre-established limits) and higher than or equal to 2.65% in prime time viewing. Should
the shares drop below these thresholds, or further contractually established thresholds, Cairo is

entitled to reduce the minimum guaranteed payment of Euro 84 million.

In December 2010, Telecom Italia Media and Cairo agreed to re-examine the advertising
concession contract of 19 November 2008. Specifically, for 2011 and for the possible 2012-
2014 three-year period, both set additional annual advertising revenues targets (unguaranteed)

with respect to the minimum annual revenues, proportional to the achievement by Telecom
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Italia Media of annual targets of share higher than the given 3% for La7’s share. Cairo’s
achievement of these additional targets, or payment to Telecom Italia Media of equivalent dues,
will entitle Cairo to renew the contract up to 31 December 2019. Otherwise, Telecom lItalia

Media is authorized to withdraw from the contract.

In December 2009 Telecom lItalia Media and Cairo also renewed the concession contract for La7d
up to 2014. The contract for the La7d digital channel sets minimum gross advertising revenues in
2011 of Euro 8 million for a 0.2% share, with minimum guaranteed fees paid on a monthly basis

to Telecom Italia Media of Euro 5.6 million.

Failure to achieve the foregoing minimum revenues would impact on Group profit for that year.
Likewise, failure to achieve the foregoing additional (unguaranteed) targets set as from 2011,
proportional to the achievement by Telecom Italia Media of annual targets of share higher than
the given 3% for La7’s share, could impact on the duration of the contract, or if Cairo decides to

pay to Telecom lItalia Media of equivalent dues, its profits for that year.

Based on the order book as at 10 March 2011 for advertising aired and to be aired on La7 in the
January-March three-month period, the minimum contractual revenue target for the quarter, equal
to Euro 30 million, and the revenues achieved in the same quarter of 2010 (Euro 30.4 million)

have already been outstripped by over 25%.

Risks associated with business with suppliers

A number of the Group’s production processes, particularly print, are outsourced. The
outsourcing of production processes requires close cooperation with the suppliers which, on one
hand, can result in economic benefits in terms of flexibility, efficiency and cost reduction, but on
the other hand, results in the Group’s reliance on these suppliers.

The relationship with the printer used by the Group, which dates back to 1999 - the year
Editoriale Giorgio Mondadori was acquired - is governed by an agreement valid until 2011, and
although it is one of the main operators in its market, it has an excess production capacity and is
potentially threatened by the presence of other large players interested in supplying the Group.

In relation to production aspects, relationships with paper suppliers is also of great importance —

as a rule these are governed by contracts renewed annually.
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Liquidity risks

The Cairo Communication Group is not exposed to liquidity risk, in that on one hand, significant
financial resources are held with a net available positive financial position of Euro 58.3 million
whilst on the other hand, the Group attempts to ensure that an appropriate ability to generate cash
is maintained, despite current market conditions.

An analysis of the company’s equity structure shows both liquidity, or the ability to maintain
financial stability in the short term, and solidity, or the ability to maintain financial stability in the
medium/long term.

It is Group policy to invest available cash in on-demand or short-term bank deposits, properly
spreading the investments, essentially in banking products, with the prime objective of
maintaining a ready liquidity of the said investments. The investment products are selected on the

basis of their credit rating, their reliability and the quality of services rendered.

Risk of foreign exchange and interest rate fluctuation

The Cairo Communication Group is not exposed to the risk of foreign exchange and interest rate
fluctuation, in that on one hand, there is no loan finance, whilst on the other hand, Group
operations are carried out exclusively in Italy, so all revenues are generated in Italy and main
costs are incurred in Euro.

Interest rate risk only affects the yield on available cash. Movements in the cash flow and the
liquidity of Group companies are centrally monitored and managed by Group Treasury in order
to guarantee effective and efficient management of financial resources.

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

derivative and/or hedging instruments.

Credit risk

The Group is exposed to credit risk, primarily in relation to its advertising sales activities. This
risk is however mitigated by the fact that exposure is distributed across a large number of clients
and that credit monitoring and control procedures are in place. In terms of concentration, the top
10 customers represent about 18% of total sales, while the top 100 customers account for 58%
of total sales. These indicators are in line with prior periods.

The uncertainty factors in the short and medium term, along with the resulting credit squeeze,
may of course impact negatively on the quality of credit and on general payment terms. In 2010,

average payment terms for advertising sales improved versus 2009 with approximately 10 days.
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The publishing segment, on the other hand, presents limited exposure to credit risk as
publishing revenues are basically generated by one single party - the Group - whilst for
distribution revenues, the distribution contract provides for an advance payment equal to a
significant percentage of the estimated sales of each magazine.

The Group’s maximum theoretical exposure to credit risks as at 31 December 2010 is given by
the book value of trade receivables and other recorded receivables totaling Euro 108.8 million,
and by the face value of guarantees furnished on third-party debts or commitments as indicated
in Note 34.

The credit risks associated with cash and cash equivalents, with a maximum theoretical
exposure of Euro 53.8 million, is considered irrelevant as they are deposits spread across
various banks, with the above-mentioned criteria illustrated in the notes explaining “liquidity

risk”.

Risks associated with litigation

The notes on ““commitments, risks and other information™ (Note 35 in the explanatory notes to
the consolidated financial statements) contain information on a number of cases of litigation.
The evaluation of the potential legal and tax liabilities requires the Company to use estimates
and assumptions in relation to forecasts made by the Directors, based upon the opinions
expressed by the Company’s legal and tax advisers, in relation to the probable cost that can be

reasonably considered to be sustained. The actual results may vary from these estimates.

Report on corporate governance and ownership structure

1. Issuer profile
Cairo Communication has adopted a traditional system of administration and control.

The Shareholders’ Meeting is the corporate body that expresses the will of the shareholders

through its resolutions. It typically appoints the Chairman. Resolutions adopted pursuant to the
law and the bylaws bind all the shareholders, including those absent or dissenting.

The Board of Directors has the most ample management powers to achieve corporate objects.

Elected every three years by the Shareholders’ Meeting, it appoints one or more Chief Executive
Officers and determines their powers, and those of the Chairman.

The Compensation Committee and the Audit Committee are bodies set up within the Board of

Directors, and comprise members of the Board of Directors and provide consultative and

proposal functions to the Board of Directors. The Related Party Committee, provided for by the
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new procedures for related party transactions adopted during the year, currently coincides with
the Audit Committee.

The Board of Auditors is the body with the functions of overseeing observance of the law and

the company bylaws and management control.

The function of financial audit is entrusted to an Audit Firm registered in the relevant
professional roll and is the Company’s external control body. The Firm verifies, throughout the
year, the regular operation of corporate accounting and the correct recording of management
events and decisions in the accounting records. It is also its responsibility to ensure that the
Parent Company and consolidated financial statements correspond to the accounting records and
verifications performed, and that these accounting documents conform to the governing rules.
The duties and methods of operating of these corporate bodies are governed by the law, by the
company bylaws and by the decisions adopted by relevant bodies, in conformity with the
regulations set forth in the Corporate Governance Code drawn up by the Corporate Governance
Committee of Borsa Italiana S.p.A.

The company bylaws are available at the registered office in the corporate governance section on

the Company’s website www.cairocommunication.it.

2. Information on ownership structure (pursuant to art. 123 bis of the Consolidated
Finance Act — TUF) as at 10 March 2011

Information prescribed by art. 123 bis of the TUF is as follows:

a) Share capital structure (pursuant to art. 123 bis, paragraph 1, letter a), T.U.F.)

As at 10 March 2011, the share capital of Cairo Communication S.p.A. was Euro 4,073,856.80,
fully paid and subscribed, and it comprised 78,343,400 shares (as at 31 December 2009 n.
78,343,400 shares).

N° shares % of share capital Listing Rights and
obligations

All Star segment of According to the
Ordinary shares 78,343,400 100% Borsa Italiana laws and company
bylaws

No financial instruments have been issued attributing the right to subscribe to newly-issued
shares.
No share incentive plans are foreseen involving share capital increases, even on a freely allocated

basis.

33



b) Restrictions on transfer (pursuant to art. 123 bis, paragraph 1, letter b), T.U.F.)

According to the bylaws, shares are registered, indivisible and freely transferable. They are
without requirements of representation, legitimization, circulation of the company investment

required for securities traded on regulated markets.

C) Significant shareholdings (pursuant to art. 123 bis, paragraph 1, letter ¢), T.U.F.)
As at 10 March 2011, in accordance with the information received pursuant to art. 120 of the
T.U.F. and the update of the shareholders’ register, the principal shareholders 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 2.102% 2.102%

As at the same date, Cairo Communication S.p.A. held n. 771,326 treasury shares, or 0.985% of

the share capital, subject to the provisions of art. 2357-ter of the Civil Code.

d) Securities carrying special rights (pursuant to art. 123 bis, paragraph 1, letter d), T.U.F.)

No securities conferring special controlling rights have been issued.

e) Employee shareholdings: voting right procedures (pursuant to art. 123 bis, paragraph 1,

letter e), T.U.F.)

There are no employee shareholdings and/or voting rights procedures.

f) Restrictions on voting rights (pursuant to art. 123 bis, paragraph 1, letter f), T.U.F.)

There are no restrictions on voting rights other than those provided by law.

0) Shareholders’ agreements (pursuant to art. 123 bis, paragraph 1, letter g), T.U.F.)

No shareholders’ agreements are in place pursuant to art. 122 of the T.U.F.
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h) Change of control clauses (pursuant to art. 123 bis, paragraph 1, letter h), T.U.F.)

The Company and/or its subsidiaries have signed no significant agreements that come into

effect, are altered or terminate in the event of a change in the control of the contracting entity.

i) Delegations to increase share capital and authorization to acquire treasury shares
(pursuant to art. 123 bis, paragraph 1, letter m), T.U.F.)

There are no delegations to increase the share capital pursuant to art. 2443 of the Civil Code or
to issue equity financial instruments.

On 28 April 2010, after revoking a similar resolution adopted on 29 April 2009, the
Shareholders’ Meeting approved the proposal to acquire treasury shares in accordance with art.
2357 and subsequent articles of the Civil Code, for the purpose of stabilizing the Company
share price and sustaining liquidity, and, if deemed necessary by the Board of Directors, of
establishing a “shares stock” as provided in Consob regulation 16839/2009.

The Board was authorized to acquire treasury shares up to the maximum number permitted by
law, for a period of 18 months from the date of authorization, by use of available reserves,
including the share premium reserve, as resulting from the last approved annual financial
statements. Specifically, the Board of Directors will be authorized to acquire treasury shares on
one or more occasions, acquiring shares directly on the market and through authorized
intermediary - according to the procedures provided by art. 144 (ii), paragraph 1, letter b of the
Stock Exchange Regulations and relevant Instructions — and, in case such operations are carried
out, according to accepted market practices, pursuant to the regulations introduced by Consob
Resolution No. 16839/2009.

Minimum price and maximum acquisition price per share are set at an amount equal to the
average official purchase price of the share on Borsa Italiana S.p.A. for the 15 working days
preceding the purchase respectively reduced or increased by 20%, in any event within a
maximum limit of Euro 6.5 per share. In case such operations are carried out according to
accepted market practices, the purchase of treasury shares is subject to further limits, including
price limits, provided for thereto.

The proposal of the Board also allows for the authorization to sell, on one or more occasions,
any acquired treasury shares, setting the minimum sale price per share no lower than the
minimum price calculated following the criteria adopted for their purchase. Should the treasury
shares be sold according to accepted market practices pursuant to Consob Resolution
16839/2009, the sale of treasury shares shall be subject to further limits, including price limits,

provided for thereto.
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In 2010, as part of the buyback plans, no treasury shares were acquired or sold.
As at December 2010, Cairo Communication held a total of n. 771,326 treasury shares, or
0.985% of the share capital.

1) Management and coordination activities

Cairo Communication currently carries out management and coordination activities in relation
to the following companies:
- Cairo Pubblicita S.p.A.
- Cairo Editore S.p.A.
- Cairo Publishing S.r.I.
- CairoDue Sir.l.
- 1l Trovatore S.r.l.
- Edizioni Anabasi S.r.I.
- Diellesei S.p.A. in liquidation
Cairo Communication, though subject to rightful control by UT Communication S.p.A. — which
is directly controlled by dott. Urbano R. Cairo — is neither subject to the direction and
coordination of such company, nor of any other entity. The Board of Directors of Cairo
Communication has come to such conclusion taking account of the absence of further elements
(with respect to mere control) that may lean towards the existence of a unitary direction and the
circumstance that UT Communication S.p.A. is, de facto, a holding company and has never
actually exercised any policy-making functions and/or interference in the management of the
Issuer, restricting its activities to the management of its own controlling investment.

—
Information prescribed by art. 123-bis, paragraph 1, letter (i) (“agreements between the
Company and the directors, members of the management board or supervisory board providing
for compensation in the event of resignation or unjust dismissal ....” and letter I) (“provisions
applicable to the appointment and replacement of directors and to changes to the bylaws, if
diverging from the legislative and regulatory provisions that might also apply”) are illustrated

in the section of the Report on the Board of Directors (Sect. 4.1).

3. Compliance (pursuant to art. 123 bis, paragraph 2, letter a), T.U.F.)

The Cairo Communication Group has adopted a Corporate Governance Code for listed

companies approved in March 2006 by the Corporate Governance Committee and promoted by
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Borsa Italiana, and also available on the Company’s website www.cairocommunication.it and

on www.borsaitaliana.it.
No Group company is subject to non-Italian law that would influence the structure of Corporate

Governance.

4. Board of Directors

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

The Board of Directors is appointed by the Shareholders’ Meeting on the basis of lists presented

by shareholders pursuant to articles 14 and 15 of the bylaws.

Specifically:

- lists must be filed with the registered office within the 25" day prior to the date on which
the Shareholders’ Meeting is called to decide on the appointment of the members of the
Board of Directors, and made available to the public at the registered office, on the
Company website and according to the procedures and law and regulations, at least 21 days
before the date of the Meeting;

- lists admitted to the voting are those submitted by shareholders who, either individually or
jointly with other shareholders, represent at least 2.5% of the shares entitled to vote in the
ordinary meeting, or other minimum amount set by Consob. Ownership of the minimum
stake required for submission of the lists is determined on the basis of the shares recorded in
the name of the shareholder on the date the lists are filed with the Company. the relevant
prescribed certification may also be submitted subsequent to the filing, provided submission
is made within the time limit prescribed for publication of the lists.

- for the purposes of the appointment of the directors, account is taken exclusively of lists that
have received at least half the votes established by the bylaws for the submission of lists;

- candidates shall appear in the lists in progressive order and equivalent to the number of
directors to appoint. Should more than one list receive at least half the votes as required by
the bylaws for submission of the lists, candidates appointed to the position of director shall
be those appearing in the list that has received the highest number of votes, except for the
last candidate appearing in the list and the candidate appearing on top of the list that has
received the second-highest number of votes that is in no way, even indirectly, connected
with the shareholders that have submitted or voted the list that has received the highest
number of votes, subject to the possession of the requirements of independence set forth in

art. 148, paragraphs 3 and 4 of the TUF and of further requirements set forth in the
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Corporate Governance Code of Borsa Italiana S.p.A., failing which the appointed candidate,
in his/her place, shall be the first candidate appearing in progressive order on the list
possessing the foregoing requirements of independence. Should two or more lists reach a
tie, the prevailing list shall be the list possessing the largest shareholding or, in the event of
a tie, the highest number of shareholders;

each list must contain candidates possessing the requirements of independence referred to in
art. 147-ter, paragraph 4, of the TUF, and further requirements set forth in the Corporate
Governance Code of Borsa Italiana S.p.A., in the minimum amount established by the
provisions of law and regulations, taking also into account the share listing segment;

in order to be admitted to the voting, each list must be accompanied by detailed information
on the professional and personal qualifications of the candidates, by the statement on
possession of the requirements of independence prescribed by law and by further
requirements set forth in the Corporate Governance Code of Borsa Italiana S.p.A., and by
indication of the identity of the shareholders who have submitted the lists and total

percentage of shares held.

Mention must be made, for the purposes set forth in art. 123 bis, paragraph 1, letter (I) of the

T.U.F. that, pursuant to art. 21, paragraph 2 of the bylaws, without prejudice to the competence

of the Extraordinary Shareholders’ Meeting, which has the authority to decide on the matter,

pursuant to art. 2365 of the Civil Code, the Board of Directors is authorized, inter alia to adopt

resolutions concerning merger, in the cases set forth in articles 2505 and 2505 of the Civil Code,

capital reduction in the event of shareholder withdrawal, harmonization of the bylaws to

mandatory provisions of law, relocation of the registered office to other premises in Italy.

4.2

Composition (pursuant to art. 123 bis, paragraph 2, letter d), T.U.F.)

The Shareholders’ Meeting on 28 April 2008 appointed the Board of Directors of the Company

for a three-year period, until approval of the financial statements as at 31 December 2010, on the

basis of the single list presented by the majority shareholder, UT Communications S.p.A., and is

composed of:

three Executive Directors: the Chairman Urbano Cairo, Uberto Fornara and Marco
Pompignoli,

two Non-Executive Directors: Antonio Magnocavallo and Roberto Cairo and

two Independent Directors, also possessing further requirements pursuant to the Corporate
Governance Code issued by Borsa Italiana S.p.A. and required by the company bylaws:

Marco Janni and Roberto Rezzonico.
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With the Shareholders’ Meeting called to approve the financial statements as at 31 December
2010, the Board of Directors concludes its mandate. The Meeting must, therefore, appoint the
new Board, prior to the decision on the number of directors and their term, and the Chairman of
the Board.

To date, the Board has no general criteria in place regarding maximum number of positions held
by a director and control in other companies that may be considered compatible with the effective
performance of a director's functions for the Issuer.

The directors of Cairo Communication hold no other position in companies listed on regulated
markets, financial companies, banks, insurance companies or major companies, except for Avv.
Marco Janni, who is chairman of CO.MO.l. SIM S.p.A. and of Intesa Lease SEC S.r.l. and
board member of Intesa SEC 3 S.r.l., and for avv. Antonio Magnocavallo, until April 2010,

board member and member of the executive committee of Credito Artigiano S.p.A.

Number of meetings carried out ) )
during the vear 1. BoD:6 Audit Committee : 6 Compensation Committee: 2
auring the year
BOARD OF DIRECTORS . Compensation
Audit Committee
Committee
Number of
ROLE Members Executive Non? Independen | e ot_h_er dokk | okkk | kekek ok
executive t positions
held **
Chairman Dr._ Urbano X 100% i
Cairo
M_anaglng Dr. Uberto X 100% )
Director Fornara
Director Dr. M.arco. X 100% -
Pompignoli
Director Dr._ Roberto X 100% -
Cairo
Director Q‘;‘énﬁggsg;% X 100% 1 X | 8% | x| 100%
Director fuvv. Marco X 100% - X | 100% | X | 100%
Director [R);.z $0°nbiigt° X 100% - X | 100% | X | 100%

**** Percentage of meetings attended by Directors
*** An X in this column indicates if the Director is also on the Committee

** Number of directorships or auditor positions held in other companies quoted on the stock exchange, including finance companies,
banks and insurance companies, or of relevant size.

Urbano Cairo is the founder of the Group and has led its growth and development. A graduate
in business corporate administration from the Bocconi University, he has significant experience

in the publishing and advertising segments. He started working with Fininvest in 1982 as
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assistant to Silvio Berlusconi. He went to work for Publitalia *80 in 1985, where he was
appointed Vice-General Manager in 1990. In 1991 he was appointed as managing director of
Mondadori Pubblicita. In December 1995 he founded Cairo Pubblicita, which initiated its
distributorship activity for a number of RCS Group magazines. He has therefore been the main
leader behind Cairo Communication Group’s growth, whose main phases are associated with
the 1998 acquisition of the company Telepiu Pubblicita, followed by Cairo TV, dedicated PAY
TV distributor, the February 1999 acquisition of Editoriale Giorgio Mondadori, Cairo
Communication’s listing in 2000, the contract for the exclusive rights for the sale of advertising
space on La7 at the end of 2002, the birth of Cairo Editore in 2003 and his subsequent activity
in developing successful new publishing initiatives (the launch of “For Men Magazine” and
“Natural Style” in 2003, “Settimanale Dipiu” in 2004, “Dipiu TV”, “Diva e Donna” in 2005 and
“TV Mia” in 2008).

Uberto Fornara is a graduate in business administration from the Bocconi University, and has
worked within the Group since its inception, having previously gained significant experience in
the publishing segment with Publitalia ‘80 from 1998 and then in Mondadori Pubblicita, of
which he was appointed Director of Customer Service in 1994. He is also CEO of Cairo
Pubblicita S.p.A.

Marco Pompignoli was appointed as Chief Financial Officer in June 2000 and is Financial

Reporting Manager of Cairo Communication S.p.A. He is a graduate in business administration
and has previously worked in leading audit firms, having gained experience in Italy and abroad.
Roberto Cairo, Urbano Cairo’s brother, is an entrepreneur in real-estate brokerage with the
company Il Metro Immobiliare, with offices in Milan and in Liguria.

Antonio Magnocavallo has been a professional civil and corporate lawyer in Milan since 1961

and is currently in partnership (Magnocavallo e Associati). He is currently board member of
Fondazione Gruppo Credito Valtellinese (until April 2010 he was board member and member of
the executive committee of Credito Artigiano S.p.A.) and chairman of a number of large
foundations and associations. Mr. Magnocavallo has provided legal assistance and consultancy

to the Cairo Communication Group since 1998.

Marco Janni graduated in civil procedural law in 1960 and was assistant to the chair of civil
procedural law at the University of Milan. He is of counsel at the NCTM law firm, which deals

with civil, commercial and corporate law. He was director in large banking groups.
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Roberto Rezzonico, chartered accountant, is currently Chairman of the Board of Auditors or

principal auditor in a number of important industrial groups (Nestlé Italiana S.p.A., Nespresso
Italia S.p.A., Siemens Holding S.p.A., Osram S.p.A., Pirelli Labs S.p.A.).

4.3 Role of the Board of Directors

The Board of Directors met 6 times during the year. The Board meetings lasted an average of 2

hours. Six meetings are planned for the current year, one has already taken place.
The Board of Directors holds the power to purchase, sell or alter companies or company
branches, and the power to grant guarantees or finance. These powers, or the following powers,
cannot be delegated to individual directors:
a) examination and approval of company strategic, industrial or financial plans or those
relating to the Cairo Communication Group;
b) Group’s system of corporate governance or structure;

c) attribution or revocation of powers to Directors;

d) examination and approval of (i) extraordinary transactions, and (ii) transactions
involving a potential conflict of interest.
The Board of Directors has also identified the transactions of financial and economic relevance

that may only be approved by the Board.

Such transactions have been identified and defined, starting with the term “transaction” which

has been taken to mean:

i) disposals of assets, tangible or intangible, even those with no related cost or
payment;
i) granting of either temporary or permanent rights relating to intangible assets

(trademarks, brands, copyrights, databases, etc.)
iii) providing work or services;
iv) granting or obtaining finance and guarantees (including letters of patronage);
V) any other action pertaining to property rights.

Transactions of financial and economic relevance are those that must be disclosed to the market
in accordance with art. 114 of the Consolidated Finance Act, by their nature, procedure or the
nature of the counterparty, or those with a value of over Euro 5 million. The signing of

advertising sales contracts, the Company’s typical activity, is not deemed a significant operation
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if it does not involve cost commitments or other financial commitments beyond the granting of

a percentage of the revenue generated by the contract to the media owner.

With regard to self-regulation, these transactions are the responsibility of the Directors and as
such are subject to prior approval by the Board of Directors. If it is not possible for the Board of
Directors to meet, for reasons of time pressure or other particular circumstances, the Chairman
of the Board of Directors of the Company can carry out the transaction pending the approval of

the Board of Directors which would then meet at the earliest possible opportunity.

Even significant related party transactions - as described below in paragraph 12 ““related party
transactions™ - are reserved to the exclusive competence of the Board of Directors of the

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

- evaluated the appropriateness of the organizational, administrative and general accounting
structure of the company and of its strategically important subsidiaries (based on their
contribution of Group profits and revenues, Cairo Editore S.p.A., Cairo Pubblicita S.p.A.
and Cairo Publishing S.r.l1.), with particular reference to the internal audit system and the
management of conflicts of interest; such valuation was undertaken on the basis of
information and evidence gathered through investigation performed by the Audit
Committee and through contribution by Company Management and the internal audit

manager,

- after examining the proposals of the relevant committee and having taken council of the
Board of Auditors, and prior to the non-binding opinion of the Related Party Committee,
the Board of Directors determined compensation of the managing directors and of the
directors with specific responsibilities, and in addition, wherever not provided for by the
Shareholders’ Meeting, the division of total compensation due to the members of the Board

of Directors,

- evaluated the general management trend, taking particular account of information received

from Management responsible, in addition to comparing results achieved with forecasts.

The Board of Directors carried out an evaluation on the size, composition and role of the Board

of Directors itself and of its committees, noting that:
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- the size of the Board of Directors (seven members in terms of the bylaws requirement of
between five and eleven members) appears reasonable, taking into consideration the size

and nature of corporate activities;

- the composition of the Board of Directors, considering that the three executive directors,
with specific experience in company management, one of whom in finance, are supported
by four non-executive directors, of whom two are independent, two are lawyers and one is a

chartered accountant, is appropriate;

- the role of the Board of Directors and its Committees, as shown in the above table, appears
consistent with the size and nature of corporate activities with sufficient delegation of

powers granted to the Chairman and to one other executive director.

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

clause provided for by art. 2390 of the Civil Code.

4.4 Management

Given the size of the Group and Parent Company, the main executive and managerial powers,
except those to purchase or dispose of company branches or companies and to furnish
guarantees of every kind to third parties and, without prejudice, in any case, to the competences
of the Board regarding significant operations as identified by the Board and mentioned above,
are entrusted to the Chairman dott. Urbano Cairo, who is the main person in charge of defining
corporate strategies and management. Director dott. Uberto Fornara is entrusted with the
research and development of activities regarding the sale of advertising space and/or advertising
brokerage (except for initiatives requesting commitments and obligations by the Issuer),
management of the development of advertising sales, in accordance with the guidelines
approved by the Board or by the Chairman, and management of staff and the sales network

involved in advertising sales.

Director dott. Marco Pompignoli is responsible for overseeing and supervising the Group’s
administration, finance and management control functions, which include the power to manage
and coordinate the activities of staff working in these areas and to coordinate the activities of
the Issuer’s legal and tax consultants, in any case, in accordance with the instructions given by

the Chairman and promptly informing the Board.

The Chairman is also the controlling shareholder of Cairo Communication.
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The delegated bodies provide appropriate and regular information every three months to the
Board and to the Auditors. There is no executive committee.

4.5 Agreements between Company and directors (pursuant to art. 123 bis, paragraph 1,
letter i), T.U.F.

Mention must be made, also under Consob Communication n. DEM/11012984 of 24 February
2011, point 2.3, letters (a) and (f) that:

= there are no agreements in place between the Company and the directors for any

compensation in the event of resignation or unjust dismissal, or in the event their
employment relationship ceases following a takeover bid;

= there are agreements in place between the Company and dott. Uberto Fornara for payment of
an annual compensation equal to 150% solely of his gross salary in his capacity as
executive, which will become effective upon termination of his relationship prior to
noncompetition commitments in the year following termination of his employment with

the Company.

4.6 Recommendations on succession planning (Consob Communication n. DEM/11012984
of 24 February 2011)

Mention must be made that there are no succession plans regarding executive directors.

47 Other executive directors

There are no other executive directors.

4.8 Independent Directors

Marco Janni and Roberto Rezzonico are independent directors.

In 2010 (meeting of the Board of Directors of 24 March 2010) the Board of Directors and Board
of Auditors verified that both Marco Janni and Roberto Rezzonico met the requirements to be
deemed independent directors, in accordance with art. 3 of the Corporate Governance Code,
pursuant to art. 148, paragraph 3, Legislative Decree n. 58 of 24 February 1998, and to
subsequent requirements of the Corporate Governance Code issued by Borsa Italiana S.p.A. The
Board of Auditors, as part of its prescribed duties, verified the criteria and procedures used by

the Board of Directors for the evaluation of the independence of its members.

Regarding Avv. Marco Janni and Dott. Roberto Rezzonico’s position in particular, the Board, in
order to assess their independence, disregarded, for 2010, application criterion 3.C.1, letter (e),
of the Code, which considers no longer independent a director of the Issuer that has been in

office for more than 9 of the last 12 years.
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The Board, given the non-binding nature of the application criteria of the Code for the purposes

of attributing the requirements of independence, in consideration of:

(i)  the absence of relations (financial or other) between avv. Janni and dott Rezzonico, on the
one side, and the Issuer, and companies belonging to the same group and the controlling

partner, on the other, and

(if)  the acknowledged professional qualities of the directors in question, both renowned
professionals with a solid background, such as to rule out that their independence has

been undermined by the recurrence of compensation received as directors

confirmed the persistence of the requirement of independence of both directors, opting for non-
application of the application criterion 3.C.1, letter (e) of the Corporate Governance Code. The
Board, on the other hand, deems that such conclusion also protects the interests of the Issuer to
still avail itself of the directors’ professional qualities, specific experience and deep knowledge

of the Company’s inner workings gained during their tenure in the Board of Directors.

The Board of Auditors formally acknowledged the decision and verified the proper application

of the criteria adopted by the Board of Directors to assess the independence of its members.

The number of independent directors, and their function, are deemed appropriate in relation to
the size of the Board of Directors and the Company’s activities, and to facilitate the
establishment of Compensation and Audit Committees (for further information, see sections 8
and 10 below).

During the year, the independent directors held informal discussions on various occasions

without reporting any situation requiring clarification or further discussion.

49 Lead Independent Director

Considering that the Chairman of the Board of Directors is substantially the main person
responsible for the management of the company (chief executive officer) and in addition is the
controlling shareholder of the company, the Board of Directors elected an independent director,
Marco Janni, as Lead Independent Director, to whom non-executive directors report, for an
increased contribution to the activities and role of the Board. The Lead Independent Director
cooperates with the Chairman to guarantee that the directors receive a complete and timely flow
of information. In addition, he has the power to call, whether autonomously or on the request of

other directors, appropriate meetings of independent directors for the discussion of issues
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deemed of being in the interest of the role of the Board of Directors or of the management of the

company.

During the year, there was no need to arrange specific meetings solely with independent

directors.
5. Treatment of privileged information

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

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

The Company also enacted the regulations which, in replacement of the self-regulation included
in the Code of Practice on Insider Dealing, places strict disclosure obligations on “relevant
persons” of listed companies in relation to share trading carried out by them or persons closely
linked to them.

In addition, the Company banned “relevant persons”, with binding effect, from trading in
Company shares or related financial instruments, being purchase, sale, subscription or
exchange, either directly or through a third party, during the 15 days ahead of any meeting
called to approve the financial statements for that period. The exercise of stock options or
option rights relating to financial instruments (in any case, currently not in progress) is not
included in the ban. The sale of shares derived from stock option plans, including sales carried
out as part of the exercise of options, is also exempt. The restrictions, however, do not apply to
exceptional situations which are subjectively necessary and appropriately motivated in the
interest of the Company.

The Company also has a procedure in place for internal management and the publication of
documents and confidential information, particularly price sensitive information governed by

the following directives:

a) Confidential information (Information) is taken to mean every piece of information and
news which relates to Cairo Communication S.p.A. (the Company) and its subsidiaries,
both direct and indirect (the Cairo Group) which is not in the public domain or is by its
nature confidential or of exclusive pertinence to the Cairo Group. Even if expressed as a
personal opinion, a piece of information which could affect the price of Group company

financial instruments if made public (i.e. price sensitive) is deemed Information.
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b) The management of Information is the sole responsibility of the Company Chairman. In
particular, the communication of Information to Consob, the Communications
Regulatory Authority (Agcom), Borsa Italiana S.p.A., the media, press agencies, public
relations consultants, financial analysts, journalists and any other administrative or
regulatory authorities overseeing the activities of the Cairo Group must be carried out
exclusively by the Company Chairman directly or occasionally through representatives
chosen by him. All Directors and members of the Board of Auditors must show the
utmost discretion in relation to Information acquired while carrying out their duties and

must respect Company procedures relating to the publication of Information.

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

discretion in relation to Information acquired while performing their duties.

d) The Chairman takes all measures necessary to ensure that Management and other Cairo
Group employees do not transmit Information to third parties if not by law or
regulation, and in respect of best practice in the market, in order to ensure that

discretion is exercised in relation to Information acquired while performing their duties.

e) Should a Director be bound to disclose a piece of Information by the civil or legal
authorities, he must communicate this to the Chairman immediately unless otherwise

bound by law or the relevant authority.

f) Further to the provisions relating to the publication of Information, in order to transmit
any other information to third parties, or to publish an interview to the media that
relates partially or completely to the Cairo Group, Company Directors and Auditors

must obtain specific prior approval of the Chairman.
6. Board of Directors’ Committees

The Board of Directors has set up three committees within the Board itself — the Compensation

Committee, the Audit Committee and the Related Party Committee (refer below to section 12).
7. The Nomination Committee

The Board of Directors has decided not to proceed with the formation of a Nomination
Committee, optional under the Corporate Governance Code, as it was confirmed that the
restricted composition of the Board of Directors is in a position to carry out the functions of the

Nomination Committee
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8. Compensation Committee

The members of the Compensation Committee were appointed by the Board of Directors on 14

May 2008, confirming the members already appointed for the previous three-year period.

The Compensation Committee (until approval of the financial statements as at 31 December
2010), in compliance with the recommendations of the Corporate Governance Code, currently
comprises non-executive Directors Roberto Rezzonico (independent), Marco Janni,

(independent) and Antonio Magnocavallo. Its functions include:

- the formulation of proposals to the Board of Directors regarding compensation of
Managing Directors or those with particular responsibilities, monitoring the application

of decisions adopted by the Board itself;

- to periodically evaluate the criteria adopted for the compensation of managers with
strategic responsibilities, in addition to oversight of the application of potential stock
option plans on the basis of information provided by Managing Directors, and to

provide the Board of Directors with relevant general recommendations.

The function of the Compensation Committee is governed by a policy approved by the Board of
Directors. The Board of Directors has made financial resources available to the Compensation

Committee for the execution of its functions.

In 2010, the Compensation Committee met twice, for about 1 hour and with all members

present. At least two meetings are scheduled this year. Minutes are kept of every meeting.

The Board of Directors’ meeting on 14 May 2008 allocated Euro 15 thousand as annual
compensation due to the Compensation Committee.

9. Compensation of Directors

Incentivizing compensation criteria for executive directors and senior managers with strategic
responsibilities, with the exception of the Chairman and CEO, have been introduced over time.
The Board of Directors, having heard the views of the Compensation Committee, and since the
Chairman and CEO, Mr. Urbano Cairo, is the controlling shareholder of the company, decided

that incentivized compensation criteria would be unnecessary.

The variable component of compensation due to managing director dott. Uberto Fornara in
2010, equivalent to Euro 395 thousand (approximately 50% of his total compensation), is linked

to the achievement of targets regarding increase in advertising profitability and revenues.
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Mr. Marco Pompignoli, Chief Financial Officer, received supplementary compensation in 2010

of Euro 180 thousand for his work, following a decision made by the Board based on a proposal

by the Compensation Committee on the basis of thorough qualitative evaluations.

Senior managers with strategic responsibilities for Cairo Communication S.p.A. fulfill the role

of Directors.

There are no share-based incentive plans in place in favour of executive directors and/or senior

managers with strategic responsibilities.

The compensation of non-executive directors is not based on company performance. They do

not receive any share-based incentive plans.

Directors’ compensation for 2010 may be analyzed as follows:

Name and Position Fee Benefitsin  Bonuses and Other Total
surname kind other compensation
incentives *
Dr. Urbano R.  Chairman of
Cairo the Board 150 7 - 855 1,012
Dr. Uberto CEO
Fornara 474 4 - 330 808
Dr. Roberto Director
Cairo 20 - - - 20
Awv. Marco Director
Janni 40 - - - 40
Avv. Antonio Director
Magnocavallo 40 - - - 40
Dr. Marco Director
Pompignoli 290 3 - 335 628
Dr. Roberto Director
Rezzonico 40 - - 40

* QOther compensation, in addition to compensation for the role of director (Euro 20 thousand), refers to:

Dr. Urbano Cairo: compensation pursuant to art. 2389, paragraph 3, Civil Code (Euro 130 thousand).

Dr. Uberto Fornara: compensation pursuant to art. 2389, paragraph 3, Civil Code (Euro 454 thousand).

Avv. Marco Janni: compensation for attendance in meetings of the Compensation Committee, Audit Committee and Related
Party Committee (Euro 20 thousand);

Avv. Antonio Magnocavallo: compensation for attendance in meetings of the Compensation Committee, Audit Committee and
Related Party Committee (Euro 20 thousand);

Dr. Marco Pompignoli: compensation pursuant to art. 2389, paragraph 3, Civil Code (Euro 270 thousand);

Dr. Roberto Rezzonico: compensation for attendance in meetings of the Compensation Committee, Audit Committee and
Related Party Committee (Euro 20 thousand).

** Other compensation refers to:

Dr. Urbano Cairo: compensation for his duties performed for Cairo Editore (Euro 850 thousand) and other companies of the
Group (Euro 5 thousand).

Dr. Uberto Fornara: gross compensation as senior manager payable by Cairo Communication (Euro 224 thousand) and
compensation for his duties performed for Cairo Pubblicita (Euro 100 thousand) and other companies of the Group (Euro 6
thousand).

Dr. Marco Pompignoli: gross compensation as senior manager payable by Cairo Communication (Euro 140 thousand) and
compensation for his duties performed for Cairo Pubblicita (Euro 190 thousand) and other companies in the Group (Euro 5
thousand).
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No agreements have been entered into between the Issuer and the directors providing for
compensation payments in case of resignation or unjust dismissal/removal or should the

employment relationship come to an end due to a takeover bid.

10. The Audit Committee

The Board of Directors’ meeting of 14 May 2008 appointed the members of the Audit

Committee, confirming the same members of the past three-year period.

The Audit Committee (until approval of the financial statements as at 31 December 2010)
currently comprises, in accordance with the Corporate Governance Code, non-executive
directors Roberto Rezzonico (independent), Marco Janni, (independent) and Antonio

Magnocavallo.
Roberto Rezzonico has appropriate experience in accounting and financial issues.
The role of this Committee is to assist the Board of Directors in the following matters:

i) define the guidelines of the internal audit system, so that the main risks affecting the
Company and its subsidiaries are correctly identified and appropriately measured,
managed and monitored, identifying the extent to which these risks can be tolerated

to assure sound and accurate management of the company;
i) appoint an executive director to supervise the operation of the internal audit system;
the Committee also

iii) evaluates, together with the Financial Reporting Manager and with the auditors, the
proper application of accounting principles, and in the case of groups, overall

consistency of the consolidated financial statements;

iv) upon request from the executive director in charge, to express an opinion on
specific aspects relating to the identification of the main corporate risks and the

planning, implementation and management of the internal audit system;

V) examines the action plan and reviews periodic reports prepared by the internal audit

manager;

vi) evaluates the proposals that need to be implemented as presented by the Statutory
Auditors, in addition to their action plan for the audit, the results presented in their

audit report and, if applicable, the management letter;
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vii) monitors the effectiveness of the audit process;

viii)  reports to the Board of Directors, at least every six months, on the date of the
approval of the financial statements and half-year reports, on their activities carried

out and on the appropriateness of the internal audit system.

To ensure the correct performance of their duties, the Committee has the power to access all
necessary corporate information and to interview all necessary corporate personnel, in addition
to make reference to external consultants, in accordance with the terms established by the Board

of Directors.

In 2010, the Audit Committee met 6 times. Minutes of the meetings, lasting for about 3 hours,

were recorded. Six meetings are scheduled this year.

The meetings were usually attended, upon invitation, by the Chairman of the Board of Auditors,
or another of its members, by representatives from the audit firm Deloitte and Touche, by the

Executive Director in charge of the internal audit system and by the internal audit manager.

The operation of the Audit Committee is governed by an appropriate regulation approved by the
Board of Directors. The Board of Directors provides the Committee with sufficient resources to
fulfill its duties.

During the above activities, and based on the reports received from the internal audit manager,
no facts of particular relevance emerged that needed to be reported and the Committee deemed

the internal audit system as being appropriate.

Given the current composition of the Board, the Audit Committee presently coincides with the

Related Party Committee, provided for by the procedures for related party transactions adopted

in 2010 as mentioned below.

The meeting of the Board of Directors of 14 May 2008 had allocated Euro 45 thousand as
annual fees due to the Audit Committee.

11. Internal audit system

Purposes and objectives

The internal audit system of the Cairo Communication Group consists of a set of rules,
procedures and organizational structures, which, through an appropriate process of

identification, measurement, management and monitoring of major risks, ensures that financial

information is fair, accurate, reliable and timely.

51



The reference model adopted by the Group for the implementation of its internal audit system
complies with domestic and international best practices and with the indications set by the laws
and regulations Cairo Communication is required to comply with as a company listed on a
regulated market, such as in particular law 262/2005 and consequent articles 154-bis and 123-
bis of the Consolidated Finance Act and Legislative Decree 195/07 (“Transparency Decree”) as

well as the Corporate Governance Code of Borsa Italiana, to which Cairo conforms.

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

specifically:
- Position Paper Andaf “Financial Reporting Manager”;
- Position Paper AlIA “Law n.262 on the Protection of Public Savings”;

- Confindustria guidelines “Guidelines for the functions performed by the Financial
Reporting Manager pursuant to art. 154-bis TUF”.

The Board of Directors, assisted by the Audit Committee, defines the policies of the internal
audit system, so that the primary risks to which the Company and its subsidiaries are exposed
are identified, evaluated, managed and monitored correctly, identifying the extent to which

these risks can be tolerated to assure sound and accurate management of the company.

Over the past financial years, the Group has set the policy lines of the internal audit system in
order to rationalize the overall system by mapping and classifying subjects involved, organize
the main reports flows within the Group and explicate the responsibilities and areas of activities
taking place.

The evaluation of the internal audit system is regularly conducted to verify the appropriateness

of the following:
- react timely to significant situations of risk, ensuring appropriate control mechanisms;

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

the responsibilities assigned:;

- in terms of the operating activities and accounting and administrative activities, to
guarantee systems and procedures that assure the accurate recording of company and
management events, in addition to the provision of reliable and timely information, both

internal and external to the Group;
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- to provide for methods to ensure the timely communication of any significant emerging
risks and anomalies in control to the appropriate Group Management, and to enable the

identification and timely execution of remedies.

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

Stages of the system of existing risk management and internal audit systems in relation to the

financial reporting process

The system of risk management and internal audit in relation to the Group's financial
information rests basically on the application and monitoring of relevant corporate procedures

for the purposes of the preparation and disclosure of financial information.

Specifically, the internal audit system is split up into the following stages:

a) Identification and evaluation of risks related to financial information;
b) Identification of controls upon identification of risks;
C) Evaluation of controls upon identification of risks.

The evaluation procedures and instruments used by the Group are periodically subject to review
processes aimed at the verification of their suitability and function as compared to the corporate
reality, which is by its very nature mutable. Therefore, where possible, an information flow has

been put in place in order to maintain, update and improve system quality.

a) Risk identification and evaluation for financial reporting: the identification of both the

scope of the entries and their “significant” processes in terms of potential impact on
financial reporting, and of the risks consequent to any missed control objectives, comes
about by way of a quantitative analysis of the financial statement items and a qualitative

evaluation of the processes.

The quantitative analysis, aimed at the identification of the relevant entries, is
performed through the application of the concept of “tangibility” to the aggregate items
in the trial balance of the Cairo Communication Group. The tangibility threshold was
determined as a fixed percentage in compliance with the indications in Section 2621 of
the Civil Code (substituted by Law December 28, 2005 No. 262).

Once the significant accounts have been identified through the account-processes

combination, the significant processes are then distinguished.
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b)

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

reference.

For each process identified as significant, there are then also identified specific process
risks, which in the event of their occurrence, would compromise the achievement of the
objectives connected to the system: that is to say, those of accuracy, reliability,

credibility and timeliness of financial reporting.

The manager in charge reviews the definition of the scope of reference at least annually
and also, each and every time that elements, which might change the analysis performed

in a significant manner, are manifested.

Identification of the controls corresponding to the identified risks: the identification of

the controls necessary for the mitigation of the ascertained risks is performed
associating the risks identified to the relative control objectives, meaning the group of
objectives that the financial reporting control system intends on achieving in order to

ensure a true and correct representation.

The controls established have been formalized inside of a specific matrix (“Matrix of

risks and controls”).

Evaluation of the controls corresponding to the identified risks: The work of

administrative and accounting control system evaluation is to be performed at least

annually.

The valuation of the suitability of the actual application of the controls is performed
through specific verification activities, aimed at guaranteeing the programming and
implementation of the identified controls, upon indication and coordination on the part

of the manager in charge.

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

schedule and filing of the figures.

Based on the results of the verification work, the manager in charge, with the aid of the
support staff, defines a remedy plan so as to correct any deficiencies that may impact
negatively on the effectiveness of the risk management and internal audit system in

relation to financial reporting.

54



With at least annual frequency, the manager in charge confers with the internal audit
committee and the board of auditors and communicates with the company supervisory
boards, regarding the methods with which the suitability evaluation and the application
of the controls and administrative - accounting procedures have been conducted, then
expressing his own evaluation on the suitability of the administrative - accounting

control system.

Roles and functions

Art. 154-bis of the Consolidated Finance Act provides for the presence, in the corporate
organization of listed companies, of the “Financial Reporting Manager”, appointed by the Board
of Directors in concert with the Managing Director. The Manager is responsible for planning,
implementing and approving the accounting and administrative control model, and for assessing
its application, issuing a certificate on half-year, annual and consolidated financial statements.
The Manager is also responsible for preparing adequate administrative and accounting
procedures for the formation of the parent company and consolidated financial statements, and
for providing subsidiaries, considered as significant entities for the preparation of the Group’s
consolidated financial reporting, with instructions on how to perform an appropriate evaluation
of their accounting control system.

The internal risk and control management system related to financial reporting also involves
other subjects typical of the Company’s Corporate Governance structure, such as the Board of
Directors, the Audit Committee, the internal audit manager and the Board of Auditors.

Overall evaluation of the appropriateness of the internal audit system

Based on the information and evidence gathered following an enquiry conducted by the Audit
Committee, supported by Management and by the internal audit manager, the Board of
Directors deems the internal audit system to be, as a whole, appropriate for allowing, with
reasonable assurance, achievement of the Company's objectives.

The evaluation, as it refers to the overall internal audit system, is by nature limited. Although
well-structured and in operation, the internal audit system is designed only to guarantee
accomplishment of corporate objectives with “reasonable assurance”.

11.1  Executive director responsible for the internal audit system

Marco Pompignoli, executive director, is responsible for overseeing the operation of the internal
audit system. In 2010, he was responsible for:
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- identifying main corporate risks (strategic, operational, financial and compliance), taking
account of the nature of the operations carried out by the company and its subsidiaries, to

submit them for the review of the Board of Directors,

- executing the policies as identified by the Board of Directors, including their planning,
realization and their management by the internal audit system, constantly monitoring their

overall appropriateness, effectiveness and efficiency,

- adapting the system to the dynamics of the operating conditions and to the legal and

regulatory framework.

11.2  Internal audit manager

The role of internal audit manager is carried out by an external professional, Rag. Ezio Micheli,
appointed at end 2007 on the proposal made by the executive director responsible for the
internal audit system and taking account of the opinion of the Audit Committee, who reports to
the Audit Committee and to the Board of Auditors.

The Board of Directors has assigned the internal audit manager the responsibilities foreseen by
the Corporate Governance Code and has defined his compensation, in line with corporate

policy, providing him with the appropriate means to fulfill his duties.

The Board of Directors has verified that this person possesses the necessary professional and
independence requirements to perform such function. In particular, he is not in charge of any
operating area and is not subordinate to any person in charge of operating areas, including

administration and finance.

The internal audit manager has been allowed direct access to all useful information for the
performance of his duties and has reported on his activities to the Audit Committee and to the
Board of Auditors and to the executive director responsible for overseeing the operation of the

internal audit system.

In 2010, the activities of the internal audit manager mainly focused on verifying the updating
and implementation process of corporate procedures. He also performed internal audit functions
and is member of the Supervisory Board pursuant to Legislative Decree 231/2001, as stated in

section 11.3 below.

11.3  Organization Model pursuant to Leqislative Decree 231/2001

On 31 March 2008, the Board of Directors adopted a Model for organization, management and

control pursuant to Legislative Decree 231/2001 (Organization Model), thereby providing itself
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with a set of principles of conduct and procedures to comply with the requirements of
Legislative Decree 231/2001, both in terms of the prevention of crime and illicit acts, and in
terms of control measures to ensure implementation of the Model itself. A similar model was
also adopted on 13 November 2008 by the subsidiaries Cairo Pubblicita S.p.A. and Cairo
Editore S.p.A.

As part of the activities for verifying the application and updating of its Organization Model, in
2009 the Supervisory Board deemed it appropriate to propose the updating of the Model to add,
in the general and special sections, a specific part involving crimes regarding handling of stolen
goods and money laundering, and one involving computer crimes, which had been left out in the

original version.

On 30 July 2009, the Board of Directors approved the new model, which acknowledges such
adjustments. A similar new organization model was adopted on 13 November 2009 by the
subsidiaries Cairo Pubblicita S.p.A. and Cairo Editore S.p.A.

The Organization Model adopted is made up of a set of principles, rules and organizational
hierarchies relating to the management and control of corporate activities and is presented in an

explanatory document which:

identifies the activities in which crimes could be committed:;

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

decisions relating to crimes to be prevented;
- identifies methods for the management of financial resources directed at crime prevention;

- provides for the provision of information to the body deputized with oversight of the

operation and observation of the models (Oversight Body);

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

by the Organization Model.

The Organization Model adopted provides for the presence of a corporate body responsible for
assuming the functions of a control body (Supervisory Board) with autonomous responsibilities
for the supervision, control and initiative related to the Model, composed of three members who
must be selected from persons having proven abilities in inspection, management,
administration and legal matters, and who must also possess minimum requirements of

professionalism and integrity.
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Specifically, the Supervisory Board verifies that the company has an appropriate Organization
Model in place and ensures it is effectively carried out, certifying its own effectiveness whilst
carrying out its functions, ensuring the progressive update, thus guaranteeing constant process

of adjustment to the above-mentioned operating and/or organizational principles.

In 2010, the members of the Supervisory Board of Cairo Communication S.p.A. were Ezio
Micheli, internal audit manager, lolanda Campolo and Marco Bisceglia. On February 11, 2011,
the Board of Directors appointed Giacomo Leone as member of the Supervisory Board,

replacing outgoing Chairman lolanda Campolo, and appointed Marco Bisceglia as Chairman.
11.4  Audit Firm

The Shareholders’ Meeting on 30 January 2006 approved extension for the responsibility of the
audit of the financial statements and the consolidated financial statements and the limited review
of the half-year report to the audit firm Deloitte & Touche S.p.A., for a further six year period,
or until the end of the 2010/2011 financial year.

Following the decision to change Cairo Communication S.p.A.’s financial year-end date from
30 September to December 31 of each year approved by the Shareholders’ Meeting on 21
December 2007, the period of validity of the audit responsibility was modified to the financial
statements for the year ending 31 December 2010.

The Shareholders’ Meeting called to approve the financial statements as at 31 December 2010
must also confer the audit assignment for the 2011-2019 nine-year period to a new audit firm,
based upon a motivated proposal by the Board of Auditors.

11.5 Financial Reporting Manager

The Board of Directors appointed Marco Pompignoli, Chief Financial Officer of the Cairo
Communication Group, as the Financial Reporting Manager. He has the appropriate
professional requirements (graduate in business administration, previously working for a major
audit firm, and gaining significant experience in Italy and abroad, and is a certified accountant

registered in Forli).

Dott. Marco Pompignoli, as board member of the company, is provided with executive and
management delegations to oversee the administration, finance and management control

functions of the Group the Issuer is part of.
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12. Related party transactions

Consob, through Resolution n. 17221 of 12 March 2010, amended through subsequent
Resolution n. 17389 of 23 June 2010, adopted, pursuant to art. 2391-bis of the Civil Code, and
to articles 113-ter, 114, 115 and 154-ter of the TUF, the regulations regarding provisions
pertaining to related party transactions, to which management bodies of issuers of widely

distributed securities must comply (the “Regulations”).

In its meeting of 11 November 2010, the Board of Directors of Cairo Communication S.p.A.,
upon favourable opinion of the Independent Directors, adopted the procedures for related party
transactions (the “Procedures”), for the purpose of guaranteeing ““substantial and procedural
transparency and fairness of related party transactions’ carried out by the Company directly or

through its subsidiaries, establishing a Related Party Committee.

Pursuant to the Regulations, Cairo Communication is considered a “smaller company”, since its
balance sheet assets and its revenues as of the consolidated financial statements as at 31
December 2009 are lower than Euro 500 million, amounting respectively to approximately Euro
177 million and to Euro 228 million. For such companies, the Regulations provides for the
possibility to “apply to transactions of greater importance, departing from art. 8, a procedure

identified for the purpose of art. 7 of the Regulations” (operations of lesser importance).

The procedures adopted by the Company, available on www.cairocommunication.it in the
Corporate Governance section, to which reference is made for more details, have also
identified:

a) the definition of related parties and transactions;

b) roles and responsibilities;

c) operations of greater importance, being those in which at least one of the ratios of
significance (equivalent value relevance ratio, assets and liabilities relevance ratio) set out
in the Regulations is higher than the threshold of 5%, or of 2.5% for transactions whose

purpose is the disposal of intangible assets of strategic importance;

d) the exemptions envisaged in the Regulations and opted by the Company, mainly
transactions of smaller amounts (Euro 150,000), compensation plans pursuant to art. 114-
bis of the TUF (which comply with the obligations regarding transparency and substantial
and procedural correctness provided by the temporary provisions in force), regular
transactions concluded under market-equivalent or standard conditions and the transactions

with and between subsidiaries and/or affiliates;
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e) the procedures regarding the preliminary proceedings and approval of related party
transactions and the regulations in cases where the company examines or approves

transactions with subsidiaries;

f) the procedures and timing adopted to provide information on the transactions, and the
relating documentation, to the directors or independent directors who express opinions on
related party transactions, as well as to the management and audit bodies, before their

approval, during and after their execution.

Related party transactions of greater importance are reserved to the exclusive competence of the
Board of Directors and may not be delegated. The execution of such operations, as well as those
of smaller importance, is subject to a non-binding opinion of the Related Party Committee, or of

other bodies indicated in the procedures.

In the event one or more transactions are approved, notwithstanding a negative opinion
expressed by the Committee and/or other bodies, the Company draws up and makes available to
the public at its main office within 15 days from the close of each quarter of the financial year, a
document containing indication of the counterparty, of the object and counter value of such
transactions approved in the quarter period of reference, as well as the reasons why that opinion
has not been shared. Within the same time, this opinion is made available to the public in

attachment to the above document or on its website www.cairocommunication.it.

Regarding transactions of greater importance falling under the competence of the Shareholders’
Meeting, in the event the resolution proposal is approved, notwithstanding contrary advice by
the Related Party Committee (or by other bodies), the transaction is not carried out if the
majority of unrelated shareholders votes against the transaction, provided the unrelated
shareholders attending the Meeting represent at least 10% of the share capital with voting right
(whitewash mechanism). For such purpose, in the resolution proposal, the Board adds a
provision that specifies that the effectiveness of the transaction is subject to the foregoing
majority.

Related party transactions must comply with transparency and substantial and procedural

correctness criteria and are executed in the exclusive interest of the Company:

- substantial correctness means correctness of the transaction from an economic point of
view when, for instance, the transfer price of a good is in line with market prices and,
more in general, when the transaction has not been influenced by the related party
relationship, or at least said relationship has not determined the acceptance of conditions

that are unjustifiably penalizing for the Company;
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- procedural correctness means compliance with procedures aimed at ensuring the
substantial correctness of the transaction and, therefore, observance of the rules through
which it is at least potentially ensured that related party transactions do not determine any

unjustified prejudice to the reasons of the Company and its investors.

In the Board of Directors’ meeting called to resolve on such related party transactions, directors
who have even a potential or indirect interest in the transaction must provide prompt and
exhaustive information in person to the Board on the existence of such interest and on the
circumstances thereof, abandoning the meeting at the moment of the resolution. Should the
directors’ presence be needed to maintain the necessary quorum, the Board may decide, upon

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

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

case.

The Committee for the approval of related party transactions (hereinafter, the “Related Party
Committee”), regardless of the importance, is appointed by the Board of Directors and is

composed of three members:

(i) otherwise than under the case indicated in the following point (ii), its members are
non-executive directors, the majority of whom are independent. In such case, the

Committee may coincide, as it does today, with the Audit Committee;

(if) in the event at least three independent directors have been elected to the Board of

Directors, the members of the Committee are all independent directors.

The Committee is required to perform all the tasks indicated in the Regulations and in the
procedures. Specifically, its task is to release a motivated opinion on the interest of the
Company (or, if the case, of its subsidiaries) on the execution of related party transactions and
on the convenience and substantial correctness of conditions thereto. If required by the nature,
extent and characteristics of the transaction, the Related Party Committee may also be assisted
by one or more independent experts of its choice, whose fees are paid by the Company, through

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

The Board of Directors may decide on compensation for special responsibilities pursuant to art.
2389, paragraph 3, of the Civil Code, to the Committee members for each transaction it is

required to express an opinion on.
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13. Appointment of the Board of Auditors

Under art. 26 of the company bylaws, the Board of Auditors is appointed on the basis of lists

submitted by the shareholders containing a maximum of five candidates.

Specifically:

members of the Board of Auditors are appointed on the basis of lists that must be
submitted at the registered office of the Company within 25 days prior to the
Shareholders’ Meeting called to decide on the appointment of the members of the Board
of Auditors, made available to the public at the registered office, on

www.cairocommunication.it and in accordance with the other procedures provided by

law and the regulations, at least 21 days before the date of the Meeting. Upon expiry of
the time limit of 25 days prior to the Meeting, in the event only one list has been
submitted, or lists submitted by shareholders who are connected, pursuant to applicable
provisions, lists may be submitted until the fourth day (as set forth in the bylaws)
subsequent to such date. In this event, the foregoing 2.5% threshold (or other minimum

amount set by prevailing laws) is reduced by half;

lists admitted to the voting are those submitted by shareholders who, either individually
or jointly with other shareholders, represent at least 2.5% of the shares entitled to vote in
the ordinary meeting, or other minimum amount set by Consob. Ownership of the
minimum stake required for the submission of lists is determined on the basis of the
shares recorded in the name of the shareholder on the date the lists are filed with the
Company; candidates holding the position of auditor in 5 (five) other listed companies
(excluding their subsidiaries, although listed) or holding a number of positions exceeding
the cumulative limit prescribed by law and by Consob, or failing to possess the
requirements of integrity and professionalism established by prevailing laws, shall not
appear in the lists. Each list shall be accompanied a) by information regarding the identity
of the shareholders who have submitted the list, indicating total percentage of shares held,
and by prescribed certification on ownership of the stake, which may be submitted also
subsequent to filing, provided within the time limit set for publication of the lists; b) by a
statement of the shareholders other than those who hold, also jointly, a controlling or
relative majority interest, declaring they have no relationship of connection, pursuant to
applicable provisions; c) by detailed information regarding the personal and professional
qualifications of the candidates, and a statement with which each candidate accepts

nomination and attests, under own responsibility, that there are no reasons for ineligibility
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or incompatibility with the position, and confirms possession of the requirements

prescribed by law and the bylaws for the respective positions.

- the chairman of the board of auditors shall be the candidate indicated on top of the list
that has received the second-highest number of votes. The bylaws do not provide for the
appointment of more than one minority auditor, nor do they provide for the possibility of
drawing a number of alternate auditors from the minority list to replace the minority

member greater than the minimum required by Consob.

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

largest shareholding or, in the event of a tie, the highest number of shareholders.

14. The Board of Auditors (pursuant to art. 123 bis, paragraph 2, letter d), T.U.F.)

The Shareholders’ Meeting on 28 April 2008 appointed the Board of Auditors for a three-year
period, until the approval of the financial statements as at 31 December 2010, on the basis of a
list presented by the major shareholder, UT Communication S.p.A. The Board of Auditors
comprises three statutory auditors, Mauro Sala (Chairman), Maria Pia Maspes and Marco
Moroni, and two alternate auditors, Mario Danti and Ferdinando Ramponi, who have certified
that they know of no relative cause of ineligibility or incompatibility, and that they meet the

requirements for the position under current legislation.

Percentage of Board

Post Members meetings attended Number of other
positions held*

Chairman Mauro Sala 100%

Statutory auditor Marco Moroni 100%

Statutory auditor Maria Pia Maspes 100%

Alternate auditor Ferdinando Ramponi N/A

Alternate auditor Mario Danti N/A

Meetings held during the year: 5

Quorum required for the submission of lists by minority shareholders for the election of one or more
statutory members (pursuant to art. 148 TUF): 2.5%

* Number of directorships or auditor positions held in other companies listed on Italian regulated markets.
With the Shareholders’ Meeting called to approve the financial statements as at 31 December
2010, the Board of Auditors concludes its mandate. The Meeting must, therefore, appoint the
new Board.

In 2010, five meetings were held each lasting approximately 2 hours. Five meetings are

scheduled for the current year, one already held.
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The Board of Auditors assessed the independence of its members following their appointment and
on an annual basis, adopting the criteria provided by the Corporate Governance Code with
reference to the independence of directors. Regarding specifically the position of dott. Mauro
Sala, the Board of Auditors - applying in its evaluation the criteria prescribed by the Corporate
Governance Code referring to the independence of directors - disregarded application criterion
3.C.1, letter (e), of the Code (non-independence for a director of the Issuer who has held the post
for more than 9 years in the last 12 years).

The Board of Auditors, given the non-binding nature of the application criteria of the Code for

the purposes of attributing the requirements of independence, in consideration of:

Q) the absence of relations (financial or other) - differing from the position also held in
the board of auditors of several subsidiaries and of the controlling company UT
Communications S.p.A. - between dott. Mauro Sala, on the one side, and the Issuer,
as well as the companies belonging to the same group and the controlling partner,

on the other, and

(ii) the acknowledged professional qualities of the auditor in question, a renowned
professional with a solid background, such as to rule out that his independence has

been undermined by the recurrence of compensation received as auditor

confirmed the persistence of the requirement of independence of the foregoing auditor in 2010,
opting for non-application of the application criterion 3.C.1, letter (e) of the Corporate
Governance Code. The Board deems that such conclusion also protects the interests of the
Issuer to still avail itself of the auditor’s professional qualities, specific experience and deep

knowledge of the Company’s inner workings, gained during his tenure in the Board of Auditors.

The Board of Auditors also oversaw the independence of the Audit Firm, verifying the respect of
relevant regulatory requirements in terms of the nature and overall service provided other than the
audit services provided to the Company and its subsidiaries by the same Audit Firm and the
organizations forming part of its network.

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

audit manager and with the Audit Committee.

15. Investor Relations

Cairo Communication has set up an appropriate section in its website, which is easy to find and
easily accessible, in which all important company information of interest to shareholders is made
available.
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To put a communication flow in place with the general body of shareholders, also taking
account of the size of the Group, an appropriate “investor relations” function has been set up,
managed by Mario Cargnelutti, who is supported by top management, particularly in relation to

dealings with institutional investors.
16. Shareholders’ Meetings

The functioning of the Shareholders’ Meeting, its main powers, shareholders’ rights and terms
of their exercise are those prescribed by the provisions of law and regulations applicable, as

recently amended by Legislative Decree 27/2010 regarding shareholders’ rights.

Shareholders’ attendance of meetings and their representation is governed by the provisions of
law and the regulations. Art 12 of the bylaws states as follows: “Shareholders’ attendance of
meetings and their representation is governed by the provisions of law and the regulations. In
particular, shareholders authorized to cast a vote may send notice by electronic means of the
proxies issued pursuant to the prevailing laws, by accessing a specific section on the
Company’s website according to the procedures to be indicated in the notice of call of

shareholders’ meetings”.

Considering the current number of participants at Cairo Communication S.p.A. ordinary and
extraordinary meetings, which has never posed any risk to the rights of expression of any
member in relation to matters discussed, no regulations relating to the orderly and functional

operation of the Meetings have been proposed for the approval of the Shareholders’ Meeting.

Shareholders’ Meetings are an opportunity for information regarding the Issuer to be
communicated to shareholders, as part of the code of practice relating to privileged information.
In particular, at Shareholders’ Meetings, the Board of Directors reports on activities completed
and planned, and ensures that shareholders have appropriate information on all topics required

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

In order to meet this objective, the Board of Directors makes available to shareholders all
company information they deem relevant, in a timely manner, in accordance with the code of
practice relating to privileged information. For such purpose, a dedicated section of the
Company website has been set up where this type of information is displayed, with particular
detail on attendance at Shareholders’ Meetings, the exercise of voting rights and documentation

relating to items on the agenda.
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17. Further corporate governance practices

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

Company, aside of the legal or regulatory requirements.

18. Changes after year end

There have been no changes in the Corporate Governance structure after year end.

Stock Option

Cairo Communication has no current stock option plans at this time.

Shares held by directors, auditors and general managers

Shares held directly by Directors, Auditors and General Managers can be detailed as follows:

Name and Surname Shares in Number of shares  Number of shares  Number of shares Number of shares
held at the end of  purchased / other sold / other held at the end of
the previous year movements movements the current year

Dr. Urbano R. Cairo * Cairo - -
Communication 57,132,500 57,132,500
Cairo Editore 510 - - 510

Diellesei S.p.A. in

liquidation 800,000 - - 800,000
Dr. Roberto Cairo 100,000 - - 100,000
Dr. Uberto Fornara 279,120 (50,000) 229,120
Avv. Marco Janni - - - -
Awvv. Antonio Magnocavallo - -
Dr. Marco Pompignoli 114,000 114,000

Dr. Roberto Rezzonico

Dr. Mauro Sala

Dr. Marco Moroni

Dr. Maria Pia Maspes

. Shares held directly and/or through “U.T. COMMUNICATIONS S.p.A.”” and its subsidiaries.

Other information

Research and development activities

There are no research and development activities to be disclosed which have a significant effect

on the performance of the Company or the Group.
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Human resources

By the nature of the activities it carries out, human resources form a critical factor for the
success of the Group. The evaluation of staff, the development of the abilities and the
recognition of their achievements and responsibilities are the principles which govern personnel
management, from the selection phase, which is facilitated by the high degree of the Group’s
visibility and its ability to attract personnel.

Staff turnover during 2010 and its composition as at 31 December 2010 can be analyzed as

follows:
Description 01/01/2010 Recruitme Terminati Advancem 31/12/2010
nts ons ents

Permanent contracts 253 11 (6) - 258
Senior managers 13 2 - - 15
Managers 18 2 Q) - 19
Employees 123 6 3) (D) 125
Journalists and

freelance 99 1 (2) 1 99
Temporary contracts 6 8 (11) - 3
Senior managers - - - - -
Managers - - - - -
Employees - 5 3) - 2
Journalists and 6 3 8) - 1
freelance

Total 259 19 (17) - 261

Personnel can also be analyzed by average age, sex, education and seniority:
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Senior Managers Employees Journalists

managers

Men (number) 14 12 35 40
Women (number) 1 7 92 60
Average age 50 44 38 45
Seniority 10 9 8 9
Permanent contracts 15 19 125 99
Temporary contracts - 2 - 1
Other - - - -
Graduates 12 7 31 44
Diploma holders 2 12 81 53
Middle school graduates 1 - 15 3

Most of the employees (200) work in the publishing segment. Two out of six title Directors are
women.

The advertising segment draws on a sales force composed of approximately 100 agents (direct
and indirect) who are coordinated by senior sales managers and staff who, together with their
staff, also ensure coordination with the editors and the promotion of special incentives.

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

There were no accidents in the workplace or charges for professional illness during the year.

Environment
The Cairo Communication Group has outsourced its production processes. There are no major

environmental aspects which could affect the financial performance or position of the company.

Privacy
Regarding privacy regulations, Cairo Communication and Group companies updated the

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

In 2009, both the technical and organizational measures and methods, relative to the

conservation of the identifying details of the system administrators and to the verification of the
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work performed by them, to guarantee the monitoring of the work of the same, were adopted -

adding to those that were already operative where necessary.

SIGNIFICANT EVENTS AFTER YEAR END AND MANAGEMENT OUTLOOK

In 2010, uncertainty continued to loom over the short and medium-term economic landscape. To

date, despite some signs of recovery, especially in the TV advertising market, there remains

uncertainty over the period required for a return to normal market conditions.

Against such a harsh backdrop, in 2010 the Group’s operating results were much brighter than

those of 2009, thanks mainly to the high quality of its publications and of the media under

concession, and to its editorial strategy, which helped implement cost-curbing measures to
increase the effectiveness and efficiency of production, publishing and distribution processes.

In order to appropriately measure the results achieved by the Cairo Communication Group in

2010, one should consider that in 2009 — the actual comparison year - Cairo’s EBITDA had been

in line with the figure reported in 2008, despite operating in a tough market for publishing, amidst

a general decline in profits hitting the media and advertising segments.

In 2011 the Cairo Communication Group will continue to develop its core businesses:

- publishing, led by Cairo Editore and Cairo Publishing, with efforts geared towards
maintaining circulation levels high, while continuing to benefit from the levels of
efficiency achieved by containing production, publishing and distribution costs, and

- advertising sales on TV, on the Group's publications and on Prima Comunicazione, on the
Internet and at the “Olimpico” stadium in Turin for Torino FC, with the aim of increasing
advertising revenues, thanks also to the strong rise in the share of La7.

Starting from September 2010, La7 audience figures surged in prime time and total day time

(with a share on total day in the September-December four-month period of 3.44%, rising by

15.8% versus the same period of 2009). With the appointment of Enrico Mentana as new editor,

the 8PM newscast’s share in 2010 peaked to 9% (8.17% average share in the September-

December four-month period of 2010 versus 2.26% of the same period in 2009) and recently

crossed the 10% mark in 2011, bringing widespread exposure across the media, with benefits

trickling down to all the other top news and in-depth programmes produced by the channel, such
as “Omnibus™, “Le invasioni barbariche”, “L’infedele” - whose share in January and February

2011 exceeded 7% in some moments — and "Otto e mezzo”, which increased its audience, with

shares shooting above 5% (5.37% average share in the September-December four-month period

of 2010 versus 3.29% of the same period of 2009). These shares were basically maintained in
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January and February 2011, and are expected to continue in the months ahead, impacting
positively on advertising revenues.

Based on the order book as at 10 March 2011 for advertising aired and to be aired on La7 in the
January-March three-month period, the minimum contractual revenue target for the quarter, equal
to Euro 30 million, and the revenues achieved in the same quarter of 2010 (Euro 30.4 million)
have already been outstripped by over 25%.

Given the high quality of the Group’s publications and the media under concession, an increase in
profitability levels in 2011 versus 2010 is considered a feasible target. However, the evolution of

the general economic situation could affect the full achievement of these targets.
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Dear Shareholders,

At the meeting held on 10 March 2011, the Board of Directors resolved to submit the financial
statements as at 31 December 2010 to the approval of the Shareholders’ Meeting and to propose
the distribution of a dividend of 0.25 Euro per share.

Shareholders are invited:

- to approve the financial statements for the year ended 31 December 2010;

- to resolve on the proposal to distribute a dividend to shareholders of 0.25 Euro per share,
inclusive of tax, with the exception of treasury shares held the evening prior to the
detachment date:

= distributing net profit for the year of Euro 17,898,513

= drawing, for the difference, on the share premium reserve.

If approved by the Meeting, a dividend of Euro 0.25 per share will be distributed with
detachment date on 9 May 2011.

Chairman of the Board of Directors

Dott. Urbano Cairo

71



<>

CAIROCOMMUNICATION

Consolidated Financial Statements and Exghatory Notes

72



Consolidated income statement as at 31 December 201

Year ended Year ended
€ thousands 31 December 2010 31 December 2009
Notes

Net sales 1 243.560 226.658
Other operating revenues 2 2.871 1.654
Non-recurring income from Cairo-Telepiu arbitration 2 6.792
Inventory movements finished products 3 (35) (165)
Materials and supplies 4 (25.243) (30.336)
Costs for services 5 (165.867) (149.744)
Rental expenses 6 (2.422) (2.472)
Personnel costs 7 (21.753) (21.684)
Amortization, depreciation, write-downs and provisions 8 (3.738) (3.795)
Other operating costs 9 (1.078) (1.097)
Operating profit 33.087 19.019
Investment income 10 1 (79)
Net financial income 11 349 626
Pre-tax profit 33.437 19.566
Income tax 12 (12.640) (7.401)
Net profit from continuing operations 20.797 12.165
Net profit/ (loss) from discontinued operations 13 (67) 127)
Net profit for the year 20.730 12.038
- Group share 20.729 12.034
- Minorities' share from discontinued operations 0 0
- Minorities' share from continuing operations 1 4

20.730 12.038
Earnings per share (€)
- Earnings per share from continuing and discontinued operations 15 0,267 0,155
- Earnings per share from continuing operations 15 0,268 0,157

Consolidated statement of comprehensive income as3l December
2010

Year ended Year ended
31 December 2010 31 December 2009
Net profit for the year 20.730 12.038
Profit (loss) from the valuation of investments available for sale 18 (1.775) (349)
Total statement of comprehensive income for the year 18.955 11.689
- Group share 18.954 11.685
- Minorities' share from discontinued operations 0 0
- Minorities' share from continuing operations 1 4
18.955 11.689
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Consolidated balance sheet as at 31 December 2010

€ thousands

Assets Notes 31 December 2010 31 December 2009
Property, plant and equipment 16 2.656 2.812
Intangible assets 17 9.552 13.101
Investments 18 2.255 4.030
Non-current financial assets 64 83
Deferred tax assets 19 4.480 4.652
Total non-current assets 19.007 24.678
Inventory 20 2.952 4311
Trade receivables 21 93.942 89.244
Parent company receivables 31 63 589
Miscellaneous receivables and other current assets 22 14.792 6.632
Marketable securities 23 79 7.622
Cash and cash equivalents 24 58.260 43.867
Total current assets 170.088 152.265
Assets held for sale 0 0
Total assets 189.095 176.943
Equity and liabilities 31 December 2010 31 December 2009
Share capital 4.074 4.074
Share premium reserve 51.081 54.657
Net profit / (loss) of previous years and other reserves (5.700) (4.018)
Net profit for the year 20.729 12.034
Net Group equity 70.184 66.747
Minorities' share capital and reserves 0 1)
Total equity 25 70.184 66.746
Provision for retirement benefits and staff severance 26 3.891 3.813
Provisions for liabilities and charges 28 2.124 1.939
Total non-current liabilities 6.015 5.752
Current borrowings 29 0 126
Trade payables 30 97.787 92.137
Parent company payables 31 3.928 995
Tax liabilities 32 2.281 1.403
Other current liabilities 33 8.900 9.784
Total current liabilities 112.896 104.445
Liabilities held for sale or discontinued 0 0
Total liabilities 118.911 110.197
Total equity and liabilities 189.095 176.943
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Consolidated cash flow statement as at 31 Decemi3d10

€ thousands

31 December 2010

31 December 2009

CASH AND CASH EQUIVALENTS

OPERATING ACTIVITIES

Net profit

- non-recurring

Amortization

Movements in intangible assets due to arbitration
- non-recurring

Investment income

Net financial income

Income tax (*)

- non-recurring

Net movement in provision for employee and retirement benefits

Net movement in provisions for liabilities and charges

Cash flow from operating activities before movements in working capital

(Increase) decrease in trade and other receivables
- non-recurring

Increase (decrease) in trade and other payables
(Increase) decrease in other assets

(Increase) decrease in inventory

TOTAL CASH FLOW FROM OPERATING ACTIVITIES
Income tax paid
Financial charges paid

TOTAL NET CASH FROM OPERATING ACTIVITIES (A)

INVESTMENT ACTIVITIES

(Acquisition) net disposal in PPE and intangible assets
Interest and financial income received

Dividends received from associates

Net increase in other non-current assets

NET CASH USED IN INVESTMENT ACTIVITIES (B)

FINANCING ACTIVITIES

Dividends paid

(Acquisition) disposal of treasury shares
(Increase) decrease in restricted bank deposits
- hon-recurring

New loan finance / (loans repaid)

Other changes in equity
NET CASH USED IN FINANCING ACTIVITIES (C)

NET CASH FLOW OF THE YEAR (A)+(B)+(C)

CLOSING CASH AND CASH EQUIVALENTS

43741 54.954
20.730 12.038
3.670
975 994
3152 0
3.152 0
0 79
(350) (462)
12.622 7.357
3.122 0
78 111
185 (6)
37.392 20.111
(12.919) (16.435)
(5.941) 0
4766 9.820
0 0
1.359 143
30.598 13.639
(8.052) (10.194)
1) (268)
22.525 3177
(422) (166)
371 851
0 0
19 4
(32) 689
(15.515) (15.452)
0 372
7.543 6.526
7.543 0
0 (6.526)
) 1
(7.974) (15.079)
14,519 (11.213)
58.260 43.741

(*) The item includes tax charges from continuimgations amounting to Euro 12,640 thousand (Ei017thousand as at 31 December 2009)

and the tax benefit from the discontinued operat@mounting to Euro 18 thousand (charges of Eurthddsand as at 31 December 2009)
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Statement of change in consolidated equity

€ thousands

Balance as at 31 December 2007
Allocation of profit and dividend distribution
Purchase of treasury shares
Other movements

Net profit for the year

Balance as at 31 December 2008
Allocation of profit

Dividend distribution

Purchase of treasury shares
Disposal of treasury shares
Other movements

Net profit for the year

Balance as at 31 December 2009
Allocation of profit

Dividend distribution

Other movements

Net profit for the year

Balance as at 31 December 2010

Share capital Share premium Net profit/(loss) Reserve of Net profit for Group equity = Minorities' Total

reserve of previous years investments the year share capital
& other reserves available for sale and reserves

4.074 71.659 10.028 0 3.606 89.367 (11) 89.356

(13.998) (13.537) (3.606) (31.141) (31.141)

(1.007) (1.007) (1.007)

1 1 1

12.922 12.922 5 12.927

4.074 57.661 (4.515) 0 12.922 70.142 (6) 70.136

12.922 (12.922) 0 0

(3.004) (12.448) (15.452) (15.452)

(409) (409) (409)

781 781 781

0 1 1

(349) 12.034 11.685 4 11.689

4.074 54.657 (3.669) (349) 12.034 66.747 1) 66.746

12.034 (12.034) 0 0

(3.576) (11.939) (15.515) (15.515)

2 (2) @

(1.775) 20.729 18.954 1 18.955

4.074 51.081 (3.576) (2.129) 20.729 70.184 0 70.184
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Income statement pursuant to Consob Resolution nd5519 of 27 July 2006

€ thousands Year ended Year ended
31 December 2010 related parties % of total 31 December 2009 related parties % of total
*) )
Net sales 243.560 122 0,1% 226.658 100 0,0%
Other operating revenues 2.871 1.654 48 2,9%
Non-recurring income 6.792
Inventory movements finished products (35) (165)
Materials and supplies (25.243) (30.336)
Costs for services (165.867) (1.388) 0,8% (149.744) (2.188) 1,5%
Rental expenses (2.422) (2.472)
Personnel costs (21.753) (21.684)
Amortization, depreciation, write-downs and provisiol (3.738) (3.795)
Other operating costs (1.078) (1.097)
Operating profit 33.087 19.019
Investment income 1 1 100,0% (79) (79) 100,0%
Net financial income 349 626
Pre-tax profit 33.437 19.566
Income tax (12.640) (7.401)
Net profit from continuing operations 20.797 12.165
Net profit/ (loss) from discontinued operations (67) (127)
Net profit for the year 20.730 12.038

(*) Related party transactions are analyzed in subsequent Note 36 of the Explanatory Notes
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Balance sheet pursuant to Consob Resolution no.

18hof 27 July 2006

Consolidated balance sheet as at 30 June 2010

€ thousands

Assets 31 December 2010 related parties % of total 31 December 2009 related parties % of total
)

Property, plant and equipment 2.656 2.812

Intangible assets 9.552 13.101

Investments 2.255 10 0,4% 4.030 10 0,2%

Non-current financial assets 64 83

Deferred tax assets 4.480 4.652

Total non-current assets 19.007 24.678

Inventory 2.952 4.311

Trade receivables 93.942 451 0,5% 89.244 85 0,1%

Parent company receivables 63 63 100,0% 589 589 100,0%

Miscellaneous receivables and other current assets 14.792 6.632 24 0,4%

Marketable securities 79 7.622

Cash and cash equivalents 58.260 43.867

Total current assets 170.088 152.265

Assets held for sale 0 0

Total assets 189.095 176.943

Equity and liabilities 31 December 2010 31 December 2009

Share capital 4.074 4.074

Share premium reserve 51.081 54.657

Net profit / (loss) of previous years (5.700) (4.018)

Net profit for the year 20.729 12.034

Group equity 70.184 66.747

Minorities' share capital and reserves 0 )

Total equity 70.184 66.746

Provision for retirement benefits and staff severance 3.891 3.813

Non-current borrowings 0 0

Provisions for liabilities and charges 2124 1.939

Total non-current liabilities 6.015 5.752

Current borrowings - 126

Trade payables 97.787 239 0,2% 92.137 316 0,3%

Parent company payables 3.928 3.928 100,0% 995 995 100,0%

Tax liabilities 2.281 1.403

Other current liabilities 8.900 9.784

Total current liabilities 112.896 104.445

Liabilities held for sale or discontinued 0 0

Total liabilities 118.911 110.197

Total equity and liabilities 189.095 176.943

(*) Related party transactions are analyzed in subsequent Note 36 of the Explanatory Notes
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Cash flow statement pursuant to Consob Resolutionaa 15519 of 27 July 2006

€ thousands Year ended Year ended
31 December 2010 related parties 31 December 2009 related parties
CASH AND CASH EQUIVALENTS 43.741 54.954
OPERATING ACTIVITIES
Net profit 20.730 (1.265) 12.038 (2.040)
Amortization 975 994
Movements in intangible assets due to arbitration 3.152 0
Investment income 0 79
Net financial income (350) (462)
Income tax 12.622 7.357
Net movement in provision for employee and retirement benefits 78 111
Net movement in provisions for liabilities and charges 185 (6)
Cash flow from operating activities before movements in working capital 37.392 (1.265) 20.111 (2.040)
(Increase) decrease in trade and other receivables (12.919) 184 (16.435) (394)
Increase (decrease) in trade and other payables 4.766 2.856 9.820 (2.027)
(Increase) decrease in other assets 0 0
(Increase) decrease in inventory 1.359 143
TOTAL CASH FLOW FROM OPERATING ACTIVITIES 30.598 1.775 13.639 (4.461)
Income tax paid (8.052) (10.194)
Financial charges paid (21) (268)
NET CASH FLOW FROM OPERATING ACTIVITIES (A) 22.525 1.775 3.177 (4.461)
INVESTMENT ACTIVITIES
(Acquisitions) / net disposals in PPE and intangible assets (422) (166)
Interest and financial income received 371 851
Dividends received from associates 0 0
Net increase in other non-current assets 19 4
NET CASH USED IN INVESTMENT ACTIVITIES (B) (32) 0 689 0
FINANCING ACTIVITIES
Dividends paid (15.515) (15.452)
(Purchase) disposal of treasury shares 0 372
(Increase) decrease in restricted bank deposits 7.543 6.526
New loan finance (loan repaid) 0 (6.526)
Other changes in equity (2) 1
NET CASH USED IN FINANCING ACTIVITIES (C) (7.974) 0 (15.079) 0
NET CASH FLOW OF THE YEAR (A)+(B)+(C) 14.519 1.775 (11.213) (4.461)
CLOSING CASH AND CASH EQUIVALENTS 58.260 43.741
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EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STA TEMENTS FOR THE

YEAR ENDED 31 DECEMBER 2010

Main activities

Cairo Communication S.p.A. (the Parent Companyhg ifoint-stock company listed in the Business
Register of Milan, Italy.

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

Company headquarters are at 56 Via Tucidide, Milaome also to the administrative offices, the
advertising brokerage services and Il Trovatoree phblishing business is located at the headqsaofer
Cairo Editore, at 55 Corso Magenta, Milan.

Figures are shown in thousands of Euro.

Basis of preparation

Structure, form and content of the consolidatedrfmal statements

The consolidated financial statements as at 31 fBeee 2010 have been prepared in accordance with
IFRS international accounting standards issuedbyriternational Accounting Standard Board (“IASB”)
and approved by the European Union, as well as thighprovisions arising from art. 9 of Legislative
Decree no. 38/2005. The term IFRS is used to mik#meainternational accounting standards (“IASHda

all the interpretations of the International FinahdReporting Interpretations Committee (“IFRIC"),
formerly the Standing Interpretations CommitteelC'S.

Theincome statements presented according to costs by their natughlighting intermediate operating
results and pre-tax results, and in order to albbwetter measure of normal operating management
performance. Furthermore, cost and revenue compemeniving from events or transactions which, by
their nature or size are considered non-recurdngalso separately identified in the notes.

These transactions can also be defined accordititgetdefinition of significant non-recurring evertsd
transactions held in Consob Communication No. 60848f 28 July 2006, which differs from the
definition of “atypical and/or unusual transactibhegld in the in the same Communication, under Wwhic
atypical and/or unusual transactions are thosehyltwing to their significance/relevance, natureraf
counter-parties, object of the transaction, procedo establish the transfer price and timing ef ¢lvent

(proximity to year end), may give rise to doubtganeling accuracy and completeness of the informatio
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in the financial statements, or to conflicts ofeir@st, or to the preservation of company equitytpahe

protection of minority shareholders.

The economic effect of discontinued operationhims in a single line of the income statement katit

“Net profit/loss from discontinued operations”, aoting to IFRS 5.

The statement of comprehensive incomalso recognizes thechanges generated by transactions with

non-owner% separately showing the relevant tax effectst ifta

- profit and loss that could be directly charge@dity (for instance actuarial loss generatedhey t
evaluation of defined-benefit plans),

- the effects of the evaluation of derivative instents hedging future cash flows,

- the effects of the evaluation of investments lawde for sale,

- the effects arising from any change in accounsitagndards.

The balance sheets presented according to the allocation of asaetkliabilities between current and

non-current, indicating, on two separate lines,s#s held for sale” and “Liabilities of operatidiesbe

sold or discontinued”, according to IFRS 5. Speailly, an asset or a liability is classified asreat

when it satisfies one of the following 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 withtnmonths of the date of year end.

Otherwise, the asset or liability is classifiechas-current.

The cash flow statementhas been prepared applying the indirect methotdhiich the operating result is

adjusted for the effect of transactions of a nometary nature, for whatever deferral or accrual of

previous or future operating receipts or paymemid for elements of revenues or costs connected to

funding fluctuations derived from investment ordimial activities. Income and expenses relating to

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

are included in financing activities.

Thestatement of change in equityshows the variations arising in equity relating to

- allocation of profit for the year;

- amounts relating to transactions with owners¢pase and sale of treasury shares);

and separately income and expenses definédaasitions generated by transactions with non-ownsie

also shown in the consolidated statement of congmsiie income.

Furthermore, it should be noted that, in orderdmply with Consob Resolution No. 15519 of 27 July

2006, “Report Formats”, specific formats have bealded on the consolidated income statement,
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consolidated balance sheet and consolidated cashdiatement highlighting significant related party

transactions in order not to compromise their dveeadability.

The consolidated financial statements are prepaned going concern basis. The Cairo Communication
Group has evaluated that even in the presenceddfieult economic and financial period, signifidan
uncertainties do not exist (as defined by paragraph and 26 of IAS 1) related to the continuity of
operations in terms of both the profitability owloof Group companies and of the organization ®f it

capital structure.

The main accounting principles adopted are unchihnvgesus those used last year, and are explained

below.

Consolidation principles and scope

The consolidation scope includes subsidiaries (Wwrace controlled as defined by IAS 27, i.e. the
financial and operational policies of the compars/ander the control of the Parent Company in oraer
derive benefit from the company’s operations), assbciates (over which significant control is ejesd,
pursuant to IAS 28).

The consolidated financial statements as at 31 idkee 2010 include the financial statements of the

Parent Company Cairo Communication S.p.A. anddheviing direct or indirect subsidiaries.

Company Head  Share capital % Year end Business  Consolidation method
office  asat31/12/10 Shareholding
Cairo Communication S.p.A. Milan 4,074 31/12 Publishing  Full
Cairo Editore S.p.A. Milan 1,043 99.95 31/12 Publishing  Full
Diellesei S.p.A. in liquidation Milan 2.000 60 31/12 In Full re assets and
liquidation 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

(*) the income statement is consolidated in a sifigle in net profit/(loss) from discontinued opteras

As in prior years, the financial statements of shbsidiary Cairo Sport S.r.l. have not been codatdid
as the company is not significant. No changes wepmrted in the consolidation scope versus the

consolidated statements as at 31 December 2009.

The financial results of subsidiaries acquired a@d sduring the year are included in the consolidate

income statement effective from the acquisitioredattil date of sale. Where necessary, adjustntents
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subsidiary financial statements are made in oroldrarmonize them with the accounting principlesduse
by the Group.

The “full consolidation” method has been used fug tonsolidation of subsidiary financial statements
assuming the total of assets, liabilities, incomd axpenses of individual companies, regardlegbaf
share owned, eliminating the book value of the Ra@ompany’s equity stake against the subsidiary’s
equity.

Minority interests in consolidated subsidiaries disclosed separately to Group equity. This stake i
calculated on the basis of the percentage stakbeofair value of the asset or liability on its ginal
purchase date and subsequent movements in eqtgtysath date. Starting from the 2010 financiakryea
losses attributable to minority shareholders exiceetheir share of the equity are fully attributedhem.
Until the 2009 financial year, such losses werghattable instead to Group equity, with the excaptbf
cases in which the minority stakeholder has a bipdibligation and is able to make further investimen
to cover the losses. Specifically, the minorityemaist in Diellesei in liquidation has been deteadin
taking into account that during the 2005/2006 friah year, the minority shareholder, UT
Communications S.p.A. had completed its contractsthmitment relating to share capital increases
and/or loss coverage.

Profits and losses, even when insignificant, notrgalized derived from transactions between corggsan
included in the consolidation scope are eliminatedare all significant transactions which gives rig
inter-Group receivables and payables, income apeérese. These adjustments, like other consolidation

adjustments, where applicable, take account ofdlated deferred tax effect.

Business combinations

The acquisition of subsidiaries is accounted usilegacquisition method. The purchase price is taied

by the sum of current values, at the exchange dé#tithe assets acquired, liabilities assumed, Girn
instruments issued by the Group in exchange forctdmgrol of the acquired company. Starting from the
2010 financial year, ancillary costs of the tratigacare recognized in the income statement whew th
are incurred.

The subsidiary’s assets, liabilities and identiigatontingent liabilities that meet the conditi@idFRS 3
are recorded at their current value on the dapuothase.

Goodwill arising from the purchase is recordedmssset and is initially valued at cost, correspaumntb
that portion of the purchase price paid by the @rexceeding the net book value of the net assess of
subsidiary that it has acquired, which was notcalted to specific assets, liabilities and ideriiga
contingent liabilities of the subsidiary. If the dbip share of the current book values of the assets,
liabilities and identifiable contingent liabilitiesf the subsidiary exceeds the purchase pricegxbess is

immediately taken to the income statement.
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Minority stakeholders’ interest in the purchasethpany can be initially measured at fair value dued

in equal proportion to their share of net assetgte purchased company. The measurement method is
chosen based on type of transaction.

Minority interests, investments in inactive subaités and investments in subsidiaries of small evaite

valued using the cost method, written down with Esges in value.

Investments

Associates

Associates are those over which the Group can meesignificant influence through participation in
decisions regarding financial and operational goliut holds neither sole, nor joint direct control

The financial results, assets and liabilities ofom$ates are reported in the consolidated financial
statements using the equity method.

Using this method, investments in associates acerded in the balance sheet at cost, adjusted for
movements since the purchase of the investmenpfraaty decrease in value of individual investments
Any losses exceeding the Group share in the compamynot recorded, unless the Group has a
commitment relating to loss coverage. The excegsuothase costs against the Group share of current
book value of assets, liabilities and identifialdlentingent liabilities of the associate at the date
purchase is recorded as goodwill. Goodwill is ideld in the value of the investment and is subject t
impairment tests. If the purchase costs are lowan the Group share of current book value of assets
liabilities and identifiable contingent liabilitiesf the associate at the date of purchase, thiéken to the
income statement of the financial year in whichghechase took place.

With regard to transactions between Group compasmesassociates, unrealized profits and losses are
eliminated in equal proportion to the Group stakéhe associate, with the exception of situatiohene

unrealized losses constitute evidence of a detcliralue of the business acquired.

Other investments (available for sale)

Other investments are measured at fair value &t year end.

Regarding measurement of investments availableséde, the directors have opted as impairment
indicators for the decline in fair value below coébver 50%, or for a period exceeding 24 months.

Other investments are measured at fair value &t year period.

Goodwill
Acquisition goodwill corresponds to that portiontbé purchase price paid by the Group that excteds
Group share of the fair value of the net asse#iliiies and identifiable contingent liabilities a

subsidiary that it has acquired, at the date oflpase. Goodwill is recorded as an asset and isulpéct

84



to amortization. It is reviewed annually to recamy eventual decline in value. Any losses in valte
recorded in the income statement and are not subsedy restored. In the absence of a standard or a
specific interpretation on the subject, in the cabehe acquisition of a minority stake in an eixigt
subsidiary, made up to 31 December 2009, the diffeg between the cost of acquisition and the nat bo
value of the assets and liabilities acquired i®réed as goodwill.

Acquisition goodwill deriving from purchases cadieut before transition to IFRS is maintained & th
values derived from the application of ltalian aatiing principles at that date and is subject to

impairment tests from that date.

Revenues and cost recognition

Revenues and costs and income and expenses agaimstbaccording to their business nature and on an

accruals basis, specifically:

* Revenues are recorded according to the probahiittywhich the company will enjoy their economic
benefits and in the extent to which their value barreliably determined. Revenues are stated net of
any ultimate adjustments.

« Advertising revenue is recognized at the moment ddeertisement is broadcast or published.
Revenue from publications is recognized at the dapriblication.

* 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 expensecetmttome statement when incurred.

» Interest payable and receivable is recorded orcarmals basis. Dividends are accounted for when the
right of the shareholders to receive the paymeesiablished.

» The rebilling of leasehold costs is recorded adahes cost to which they relate.

Taxes

Tax for the year corresponds to the sum of cumadtdeferred taxes.

Current taxes are based on taxable income fordbe yaxable income differs from the result recdrite
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.
The tax liability is calculated using the rategdrce at the balance date.

Cairo Communication S.p.A. and its subsidiariesr@&ditore S.p.A., Cairo Pubblicita S.p.A., Dielés
S.p.A. in liquidation, Cairo Due S.r.I. and Cairolfishing S.r.I. adhered to the national tax coidstion
agreement of UT Communications S.p.A., in accordamith art. 117/129 of the Unified Income Tax Act.
The consolidation agreement, which regulates ecin@®pects pertaining to the sums deposited or

calculated against the advantages or disadvantaggisg from the national tax consolidation agreetne
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also allows for any increased costs or decreasedfit® incurred by the Company, by adhering to this
procedure, to be repaid by the parent company.

UT Communications S.p.A. acts as a consolidatimgpany and determines a single taxable base for the
group of companies that adheres to the nationatdéasolidation agreement, which thereby benefamfr
the ability of compensating taxable profits witlahle losses in one tax return.

Each company that adheres to the national tax tidation agreement transfers its taxable profitosis

to the consolidating company - for any such taxgiotdit reported by a subsidiary, UT Communications
S.p.A. records a credit equal to the amount of IRE$able — for any such taxable loss, reported by a
subsidiary, UT Communications S.p.A. records a gharqual to IRES due on the loss that has been
contractually transferred to Group level.

Deferred financial liabilities are generally recagpd for all taxable timing differences, while defa tax
assets are recorded to the extent of the probatiikitt there will be future taxable profits whiclilallow

for the utilization of the different deductible fimg differences. Deferred taxes are calculatecherbasis

of the tax rates that are foreseen will be in fatéhe moment of realization of the asset or cisph of

the liability, based on tax legislation in forcethe date of the financial statements. Where relevhe
effects of any changes in tax rate or tax legistatifter the date of the financial statements &elaked

in the notes. Deferred financial assets and ligdiliare reported at their net value when theee leggal
right to compensate current taxes payable andvalolel and when the taxes relate to the same taxatio

authority.

Employee termination benefit and severance payigmv

The nature of the provision for employee terminati®nefits and severance, mandatory for all Italian
companies according to art. 2120 of the Civil Cad@ne of deferred remuneration and is directigtesl

to the employee’s length of service in the compamg to the employee’s actual remuneration received
during their period of service.

From 1 January 2007, the Finance Law and subsedeentes have introduced important changes to the
nature of the provision for employee terminatiomdfés and severance, including the employee’saghoi

of where the retirement benefits or severance atrawm to them should be invested (into complimentar
pension funds or into the “Treasury Fund” managedNPS (the Italian Social Security system). As a
result, amounts due to INPS and amounts due tolempptary pension funds are shown as “Defined
Contribution Plans”, whilst amounts invested in &mployee termination benefits and severance fynd u

to 31 December 2006, in accordance with IAS 19ntaa the description of “Defined Benefit Plans”.
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Non-current assets

Intangible assets

Costs, including ancillary costs incurred for tlog@sition of non-physical resources, are repocteder
intangible assets when the cost is quantifiable thedasset is clearly identifiable and controllgdttie
Group, and where the use of the asset will gengraibable future benefits to the Group. These are
valued at their acquisition or production priceslimding related costs — in the extent to which they
considered to have a finite life — and they are rdimexl to reflect their remaining useful econoniies.
The amortization periods of intangible assets oious types are as follows:

Concessions, patents, licenses, trademarks3 to 5 years for application software licenses
and similar rights

Other:
Custom application software 3to 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 subsidiary that owns 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

Property, plant and equipment

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

They are recorded at acquisition price or productost, including directly associated expenses and
costs, plus the share of indirect costs which easonably attributed to the asset.

These assets are systematically depreciated amiglgtline basis each year at rates consistert thi

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%
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The above PPE depreciation rates are reduced by dif¥g their first year of use, this percentage

Land is not subject to amortization.

representing the weighted average of the entrysto af 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 ametev
change is deemed necessary the depreciation nastéded in accordance with the “prospective” méth
The remaining useful lives of assets are reviewadially 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 afiigni and tangible increase in the productive
capacity or security of assets, or lengtheningrtregnaining useful life, are capitalized and dejatec.
Ordinary maintenance costs are taken directly¢drntbome statement.

Leasehold improvements are recorded as PPE aegetise basis of the cost incurred. The depreciation

period corresponds to the lower of the remainirefuldife of the asset and the length of the casitra

Decreases in value of PPE and intangible assets

At least once a year, the Group reviews the bodkevaf intangible assets with an indefinite usdifiel,

and of investments and publication titles, and veven there are potential signs of a decrease uevial
PPE and intangible assets with a finite useful lifeorder to determine whether such assets mag hav
suffered any decrease in value. When such signgrasent, the book value of the asset is reduced to
reflect its realizable value. The realizable vatdiean asset is the greater of its fair value leds sosts,
and its value in use. The fair value of a listedestment is determined according to its marketepoin

the reference date, in case the Stock Market psic®nsidered to represent the effective valuehef t
investment. In the absence of market values, Valuastimates and methods are applied based on data
which is in any case evident on the market. Torddtee an asset’s value in use, the Group calcutages
present value of future estimated cash flows, sickiof tax, by applying a pre-tax discount ratéalth
reflects the current market valuation, including thme value of money and the specific risks inhete

the asset.

Excluding goodwill, when the loss in the value ofasset no longer applies or is reduced, the bablev

of the asset is increased to the new estimatettabse value, and may not exceed the value whichldvo

have been determined had no loss in value beegmesal.
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Current assets and liabilities

Inventory

Inventory is valued at the lower of the purchasepduction cost, including all directly attributab
expenses, net of all discounts and credits, catedlasing the weighted average cost method, and its
estimated net realizable value. The valuation tifreged net realizable value takes into accoung il
future production and direct sales costs. Inventaues are adjusted for obsolete and slow moving

inventory through a specific provision made toeaefltheir net realizable value.

Receivables

Trade and other receivables are recorded at esiihmat realizable value.

Investments

Investments are recognized and written off in tharfcial statements on the basis of their tradiaig.d
They are initially valued at cost, including alfelit expenses associated with their acquisition.

At the date of subsequent financial statementgsiments that the Group is able to and intendeép k
until maturity (shares held until maturity) are oeted at their amortized cost, net of write-dowas t
reflect decrease in value.

Other investments which the Group does not interideep until maturity are classified as held fde sa
available for sale and are valued at the end df @aciod at their fair value. When investments tagkel

for trading, profits and losses derived from tHair value movements are taken to the income se&tém
for the year. When investments are available fde, daowever, profits and losses derived from their
movements are taken to equity until they are soldave decreased in value; in this case the profits
losses previously disclosed in equity are takethédncome statement for the year.

Valuations are regularly carried out to verify winat there is any objective evidence that an investm
whether taken individually or as a group of investts, may have suffered a loss in value. In the

existence of such evidence, losses are recordibe imcome statement for the year.

Cash and cash equivalents
This item comprises cash, bank deposits which @withdrawn on demand, and other short-term high
liquidity investments which are easily convertitite cash and are not subject to risk of significant

variation in value.
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Borrowings, bank loans and bank overdrafts
Borrowings, interest-bearing bank loans and bardedrafts are recorded based on the amounts cashed,

net of transaction costs, and subsequently valuathartized cost using the current interest ratthate

Trade payables

These are recorded at nominal value.

Equity
Treasury shares

Treasury shares are valued at historic cost andeameded in equity. The result of the subsequalet af

treasury shares is reported as a movement in equity

Dividends paid
Dividends payable are recorded as a movement intyequ the year they are approved by the

Shareholders’ Meeting.

Stock option plans

For “equity settled” stock option plans, the faswe of the option, set at the moment of its alioca is
reported among personnel costs as the stock optem matures, with a corresponding entry to the

relevant equity reserve.

Provisions for liabilities and charges

Provisions for liabilities and charges are recoritethe financial statements when the Group hagal |
or implicit obligation resulting from a past eveaartd for which a probability exists for the fulfilant of
that obligation. The provisions reflect the bedineate based on information currently availablette
Directors of the costs required to fulfill the ajdtion at the financial statements date, and avevistat

the present value when the effect is significant.

Use of estimates

The preparation of the financial statements anit teiated notes, in application of the IFRS intgronal
accounting standards, requires that the Group cartrgertain estimates and assumptions which atffiect
value of assets and liabilities and the informatrefating to assets and contingent liabilities lze t
financial statements date. The estimates and asgumspused are based on experience and on other
factors considered relevant. The final results @adiffer from these estimates. The estimates mainly

relate to provisions for risks relating to receies) obsolete inventory, publishing returns, inresit
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valuations, amortization, asset write-downs, taxatprovisions for liabilities and charges, andtouyent
liabilities.

The estimates and assumptions are reviewed regaladl the effects of each variation are recordetién
income statement in the period in which the revisivas made to the estimate. The effects of such
revisions are reflected in the periods on whichythave effect, i.e. both in the current period, amd
future periods, if relevant. In this context it sk be noted that the uncertainty factors in thertshnd
medium economic term, which make it hard to prediceturn to normal market conditions, have led to
the need to make assumptions regarding future mmesafoce which are influenced by significant
uncertainty, and the possibility of achieving réswifferent from those estimated cannot be exaude

the next year, and which could therefore requijesithents to be made to book values, even significa
adjustments, although these are obviously neithieently quantifiable nor foreseeable.

The items most susceptible to these uncertaintiegpeovisions for bad debts, inventory write-downs,
non-current assets (tangible and intangible assetinvestments), deferred tax assets and thegwosi

for liabilities and charges.

A summary follows of all critical valuation processused and key assumptions made by management
regarding the future in the process of applyingoaoting standards and that could have a significant
effect on values recorded in the consolidated firenstatements and for which there is a risk that

significant adjustments to the book values of asapd liabilities could arise in the next finangaliod.

Provision for bad debts

The provision for bad debts reflects managemerstsnate regarding the losses relating to the plostfo

of receivables due by end customers. The provifiorbad debts is based on losses expected by the
Group, according to past experience for similaerebles, current and past due dates, losses aenpte
arising from the careful monitoring of the qualiby receivables and from projections on market and
economic conditions.

The persisting uncertainty factors in the short aradlium economic term, along with the resultingldre
squeeze, could result in a further deterioratiothef financial conditions of Group debtors compaied
the deterioration already considered in the quiaatibn of the provision for bad debts recordedha

financial statements.

Deferred tax assets

Deferred tax assets are recognized in the extemthioh it is considered probable that future tagabl
profits will be generated to allow the utilizatiof deductible timing differences. The realizabléueaof
deferred tax assets is periodically reviewed adogrtb the future taxable profits reflected in tBup’s

most recent plans.
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Non-current assets include property, plant and mgent, intangible assets (including goodwill),

Realizable value of non-current assets (includiagdyvill)

investments and other financial assets. Managepwitdically reviews the book values of non-current
assets held and used, and those of assets deftinsdle, as and when circumstances require such
revision. This is performed by the comparison @& Hook value of the asset and the greater of tine fa
value, net of sales costs, and the asset’s valusean The fair value of listed instruments is deteed
according to market prices. In the absence of &ebar should the Stock Market price not be corrside
representative of the real value of the investmestimates and valuations are however made based on
data available on the market. The value in useierchined based on the estimate of expected casb fl
from the use or sale of the asset and is discountéd present value using appropriate discoutgsta
When the book value of a non-current asset hagradffa loss in value, the Group recognizes a write-
down equal to the difference between the greatehe®fbook value of the asset and its realizablaeval
from its use or sale, as determined accordingddaioup’s most recent plans.

For the preparation of the consolidated finandiatesnents as at 31 December 2010, and in partigular
the performance of impairment tests on intangiblé tangible assets, the different segments of tloe®
have taken into account the expected 2011 perfaeamhose assumptions and results are in line with
the information disclosed in the section osighificant events following year end and managemen
outlook”. In addition, for financial periods subsequentthe plan, necessary adjustments have been
cautiously made to take account of the deep markahges resulting from the current economic and
financial crisis. There was no need for any sigaifit impairment on the basis of the plan adjustatiis

way.

Provisions for liabilities and charges
The provisions for liabilities and charges relatingootential liabilities of a legal or fiscal natuare made
on the basis of estimates made by the Directorshermasis of valuations made by the Company’sl lega

and fiscal advisors on the probable charge thabeareasonably expected to fulfill the obligation.

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 on Manant for operational and business risks.

Accounting standards, amendments and interpretatios applied from 1 January 2010

The following accounting standards, amendmentsiatedpretations were applied for the first time by

the Group starting from 1 January 2010
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On 10 January 2008, the IASB issued an updatesioreof IFRS 3 Business Combinationand
amended IAS 27 €onsolidated and Separate Financial Statemente main modifications to
IFRS 3, in the case of step acquisitions, relatthéoelimination of the requirement to measure
individual assets and liabilities of a subsidiatyfair value at the date of each subsequent
acquisition. In such cases, goodwill will be determa as the difference between the value of the
investment immediately prior to the acquisitiong thansaction payment and the value of the net
assets acquired. Furthermore, when the company mimteacquire 100% of the investment, the
minority interest share in equity may be measuredai value, or according to the method
previously prescribed by IFRS 3. The revised versid the standard also requires that all
expenses associated with a business combinatioedoeded in the income statement and the
recognition of all liabilities payable subject tertain conditions at the date of acquisition. G th
other hand, in the modification to IAS 27, the IABBs established that changes in the share of
ownership, whether they be in terms of acquisition®f the disposal of shares which do not
result in a loss of control, be treated as equingactions and therefore should be recorded in
equity. As a result, no value adjustments will badmto goodwill and gains or losses entered in
the income statement. Furthermore, when a paranpaoy loses control, but still continues to
hold an interest in a subsidiary, the interest nlgstmeasured according to fair value and any
gains or losses arising from the loss of controkirhbe entered in the income statement. The
amendment to IAS 27 prescribes that all losse#atable to minority shareholders be allocated
to non-controlling interests, even if they excelke hon-controlling interest's share of equity in
the subsidiary.

As part of thdmprovement 2008rocess conducted by IASB, the change to IFRSob-current
Assets Held for Sale and Discontinued Operatidanes that if a company is involved in a
disposal plan that will result in the loss of cohwf a subsidiary, then all the assets and litedi

of that subsidiary must be reclassified in assels for sale, even if, following the sale, the
company will still hold a minority stake in the iestment.

IFRS 5 —Non-current assets available for sale and discargoh operationsthe amendment has
clarified that IFRS 5 and other IFRS referring sfieally to non-current assets (or groups of
assets) classified as available for sale or asodiBuied operations establish all disclosure
requirements for these assets or operations.

IFRS 8 —Operating segmentghis amendment requires companies to providevéthee of total
assets for each reportable segment, if such valygdvided regularly by the chief operating
decision maker. This information was previouslyuiegd even in the absence of such condition.
IAS 1 —Presentation of financial statementhis amendment clarifies that when a company does

not have an unconditional right to defer settlenwha liability for at least 12 months after the
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reporting period, the liability should be clasdifies current, even with an option of the
counterparty that could result in its settlementh®yissue of equity instruments.

IAS 7 — Cash flow statementthe amendment requires that only cash flows degivfrom
expenditures that result in a recognized assdtdrstatement of financial position are eligible for
classification as investing activities, whereashcigsws deriving from expenditures that do not
result in a recognized asset (such as promotiamdlaavertising costs or costs for staff training)
must be classified as deriving from operating atidis.

IAS 36 - Impairment of assetg¢he amendment requires that each operating ungraup of
operating units to which goodwill is allocated &st for impairment must not be larger than an
operating segment determined in accordance witagoaph 5 of IFRS 8, before aggregation
allowed by paragraph 12 of the IFRS, based uporilainrconomic characteristics or other
elements of similitude.

IAS 38 - Intangible assetsthe revision of IFRS 3 in 2008 requires that thg value of an
intangible asset acquired in a business combinaiionbe measured reliably if it is separable or
has arisen from contractual or legal rights. IASv&S subsequently amended to recognize this
change to IFRS 3. The amendment in question haschdsfied the techniques commonly used to
measure the fair value of intangible assets the¢ ha reference to an active market; in particular,
such techniques include, as an alternative, thenats of discounted net cash flows originated
from the asset, the estimate of costs saved bgdimpany by owning the asset and by not having
to license it from another party, or the costs neglito recreate or replace it (as in the cost
method).

The following amendments and interpretations, @&aplie as from 1 January 2010, were considered

irrelevant for the Group as they regard circumstartbat do not apply to the Group as at the datbeof

current consolidated financial statements:

IFRIC 17 —Distribution of non-cash assetssued on November 27, 2008;

IFRIC 18 —Transfers of assets from customessued on 29 January 2009;

Amendments to IAS 28 vestments in associataad to IAS 31 Hnvestments in joint ventures
as a result of the changes made to IAS 27, issndd danuary 2008.

Amendment to IFRS 2 Share-based paymentssued on 16 April 2009;

Amendment to IAS 17 Leasing issued on 16 April 2009;

Amendment to IFRIC 9 -Reassessment of embedded derivatares to IAS 39 -Financial
Instrumentsissued on 12 March 2009;

Amendment to IFRS 2 -Share-based payments: Group cash-settled sharedbpsgment
transactionsissued in June 2009;

Improvement to IAS 39 Financial instruments: recognition and measurement.
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Accounting standards, amendments and interpretatios yet to apply and not adopted early by the

Group
On 4 November 2009, IASB issued a revised versio® 24 —Related party disclosuresimplifying

the nature of information required for transactianth government-controlled related parties andifiées

the definition of related parties. The standardgplicable as from 1 January 2011

On 12 November 2009, IASB published the IFRS ®irancial instruments on the recognition and
measurement of financial assetgplicable as from 1 January 2013, amended on@8b@r 2010. The
publication is the opening part of a process tivasdo overhaul IAS 39. The new standard usesglesin
approach and is based on how a company manadesitsial instruments and the contract cash flots o
the financial assets to determine the measuremetftaiology replacing IAS 39. For financial liabés,
instead, the main change made regards accountifagrafalue changes of a financial liability desaded
as financial liability measured at fair value irofir and loss, in the event these are attributéblehanges
in the credit risk of the liability. Based on thigew principle, the changes must be presented ieroth
comprehensive income. As at the date of the prdsenicial statements, the relevant EU bodiiege yet

to complete the harmonization process for its apfibn

On 6 May 2010, IASB issued a series of changehaolERS (“improvements”) applicable as from 1
January 2011; the following are those indicated IA$B as variations involving changes in the
presentation, recognition and measurement of iteggregating those that will involve mere changes i
terminology or editorial changes with a minimum @aating effect, or those that affect standards or
interpretations that are not applied by the Group:
 IFRS 3 (2008) -Business combinationshe amendment clarifies that the components of no
controlling interests that do not entitle ownersdoeive a proportionate share of the subsidiary’s
net assets must be measured at fair value or dngotd the requirements of applicable
accounting standards. So, for instance, a stocioropgtlan granted to employees must be
measured, in the event of business combinatioacaordance with the rules of IFRS 2 and the
equity share of a convertible debt instrument nmaestmeasured in accordance with 1AS 32.
Furthermore, the Board has discussed the share-pagenent plans that are replaced as part of a
business combination, by adding specific guidanadarify the accounting treatment.
* IFRS 7 -Financial instruments: improved disclosutie changes emphasize interaction between
gualitative and quantitative disclosures requirgdhe principle regarding the nature and extent
of risks arising from financial instruments. Thigosild help users of financial statements to

evaluate an entity’'s exposure to risks to finangigtruments. Disclosure has been deleted for
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financial assets past due which have been rengégghtta impaired and for information regarding
the fair value of collaterals.

IAS 1 — Presentation of financial statementthe change requires an entity to provide a
reconciliation of changes in each component of tggunithe notes to the financial statements or
in the financial statements.

significant events and transactions to disclose interim financial reports drawn up in
accordance with IAS 34&mphasis is placed on the principle under whitérim financial reports
should update the relevant information regardimpificant events and transactions held in the
annual financial reports; furthermore, indicatisngiven on the circumstances when information

regarding financial instruments and their fair wataust be disclosed in interim reports.

The changes are expected to come into effect froam€ial years starting from 1 January 201%.aAthe

date of the present financial statements, the aeleiZU bodies have yet to complete the harmonizatio

process for application of the amendments.

On 7 October 2010, IASB issued several amendmentgribciple IFRS 7 —Financial instruments:

improved disclosureto be applied for financial periods starting fraon after 1 July 2011. The

amendments were issued to improve the understamditignsfers of financial assets and the possible

effects arising from risks associated with the swnhg involvement of the entity that has transéerr

such assets. The amendments require further infoman the event a disproportionate amount of

transfer transactions is undertaken around theaoérttie year. A at the date of the present financial

statements, the relevant EU bodies have yet to lstenfhe harmonization process for applicationhef t

amendments

The following amendments and interpretations, ratapplicableare deemed irrelevant for the Group as

they govern circumstances that do not appear the atate of the present financial statements:

Amendment to IAS 32 Financial instruments: Presentatioissued on 8 October 2009 and
applicable retrospectively as from 1 January 2011;

IFRIC 14 —Prepayments of a minimum funding requiremésued on 26 November 2009, and
applicable as from 1 January 2011;

IFRIC 19 —Extinguishing financial liabilities with equity itrsiments issued on 26 November

2009, and applicable as from 1 January 2011.
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NOTES TO THE CONSOLIDATED INCOME STATEMENT

1. Net revenues

In order to provide a more complete view, and imsideration of the specifics of the sector, gross

operating revenues, agency discounts and net apgravenues are analyzed as follows.

(€ thousands) Consolidated Consolidated
financial statements financial statements
as at 31/12/2010 as at 31/12/2009

Gross operating revenues 271,456 251,260
Advertising agency discounts (27,896) (24,602)
Net sales 243,560 226,658

Sales are realized exclusively in Italy and an ysialby geographic region is pointless. An analgéis
sales by segment of activity is provided in note 14

Gross operating revenues can be analyzed as follows

Description Consolidated financial Consolidated financial
statements as at statements as at
31/12/2010 31/12/2009

TV advertising 155,058 130,381
Print media advertising 39,092 40,722
Stadium signage and electronic billboards 1,571 2,813
Internet advertising 1,120 974
Magazine over-the-counter sales 70,978 72,438
Subscriptions 2,883 2,953
Books and catalogues 1,970 2,264
VAT relating to publications (1,303) (1,333)
Other 87 48

Total gross operating revenues 271,456 251,260

As illustrated more in detail in the Directors’ Repon Management, in 2010:

= TV advertising revenues (including La7, La7d, Spalia and Dahlia and theme channels Cartoon
Network, Boomerang, and CNN), totaling Euro 155illiom, were up 18.9% overall versus 2009.
Specifically, in 2010 advertising revenues on Lampunting to approximately Euro 126.4 million,
greatly exceeded the minimum annual contractugktasf Euro 120 million, rising by 4.6% versus
2009, while advertising revenues on the unencryptiégital channel La7d, amounting to

approximately Euro 6 million, confirmed the contxead target of 2010. The good results of TV
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advertising revenues were achieved thanks alsdvdoother new contracts signed at end 2009
(Sportitalia and Dahlia) and in 2010 (La7d);

= sales revenues from Group publications, amountnguro 71 million, were down 2% versus 2009
(up 2.8% versus 2008), due also to the lower amofiigsues of the two weeklies “Dipiu TV” and
“TV Mia” (52 instead of 53), causing a loss in raues over the period of approximately Euro 0.4
million, and to the cut price of three issues ofgi TV” (loss of approximately Euro 0.6 million)
and of several issues (loss of approximately Olliam) of “Diva e Donna”;

= gross advertising revenues, which reached Euro Bflllon, were partly affected by the lower
amount of issues of the two weeklies, shedding 3¥8tsus the -5.4% of the magazine advertising
market in 2010ACNielse.

*k*k

2. Other operating revenues and non-recurring incora from Cairo-Telepiu arbitration

Other operating revenues

Other operating revenues can be analyzed as fallows

Description Consolidated Consolidated financial

financial statements statements as at

as at 31/12/2010 31/12/2009
Paper 1,136 381
Re-billed technical costs 44 30
Other revenues 1,691 1,243
Total other operating revenues 2,871 1,654

“Other” mainly includes contingent assets and otegenues not considered as operating revenues.

Non-recurring income from Cairo-Telepiu arbitration

In 2010, under the arbitration award issued on &7udry 2010, the 10-year advertising concession
contract signed in May 1998 between Cairo TV antefia S.r.l. was terminated for act and fault of
Telepiu.

Telepit was ordered to pay damages to Cairo Conwatian (as acquirer of Cairo TV) for the amount
of Euro 11.7 million (the award also acknowledgegment of Euro 1 million for damages to Telepiu),
as well as approximately Euro 0.8 million for deferand arbitration costs.

The outcome of the arbitration benefited the cddatéd income statement of the year, netted against
those assets related to the Telepiu-Cairo TV abiegt concession contract entered in the consadiat

financial statements as at 31 December 2009, $pabjt
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- other receivables of approximately Euro 1.6 millisaferable to the Telepiu’'s share of loss
accrued on receivables from advertising clientsjeunthe advertising concession contract
(which provided for a share of loss to be debited¢lepiu) the amount of which was absorbed
in the damages liquidated to Cairo as a resulhefrbitration,

- the residual consolidation difference, equal todeBrl million net of pertaining amortization
accumulated as at 30 June 2004, as related toffeeedce between purchase price in 1998 of
the whole corporate capital of Cairo TV and itsiggupon date of acquisition, attributed in the
consolidated accounts to the exclusive ten-yeaeriding concession contract on the Telepiu
analogue and digital channels at that times, aogvglas intangible assets undepficessions,
licenses and trademarksecognition in the income statement of the eglémnt amount of such
consolidation difference did not impact on tax fbe period as it had no tax and financial
relevance.

*k*k

3. Inventory movements

Inventory movements amounted to a negative Eurth@8sand (a negative Euro 165 thousand as at 31
December 2009), and arise from the use of the nagaales products during the ordinary course of
business relating to Cairo Editore S.p.A. and CRinblishing S.r.l.

*k*k

4. Materials and supplies

Materials and supplies expenses arise from theithesi of Cairo Editore and Cairo Publishing, and

include the main items:

Description Consolidated financial Consolidated

statements as at financial statements

31/12/2010 as at 31/12/2009
Paper 22,603 28,999
Equipment and various materials 1,317 1,359
Inventory movements in paper, equipment and vanoai®rials 1,323 (22)
Total materials and supplies 25,243 30,336

The sharp drop in paper costs is a result of bgttiechase terms negotiated with providers for 2010
versus 2009 and, only to a smaller extent, to #ibimking of a number of technical features (paper

weight and type) without affecting the high qualifythe publications.

*k*k

99



As shown in the following chart, this item mainlgroprises publishers’ fees, agents’ commissions and

5. Costs for services

general and administrative costs, and can be asdigz follows:

Description Consolidated financial Consolidated financial
statements as at statements as at
31/12/2010 31/12/2009
Publishers’ fees 108,476 94,353
Intermediation compensation 3,763 2,228
Agents’ commissions 6,833 5,907
Technical costs 399 539
Administrative costs 5,425 4,328
Consulting and collaboration 12,406 13,696
Subcontractors’ fees 18,500 19,235
Advertising and promotion 5,333 4,664
Organizational and general costs 4,732 4,794
Total costs for services 165,867 149,744

The variation in costs for publishers’ fees isiimelwith the growth in TV advertising revenues. I$uc
increase is basically related to “intermediatiompensation” and “agents’ commissions”.

The publishers’ fees include those for Torino FaditiClub related to the advertising concession
agreement for the sale of stadium advertising spadeof promotional-advertising sponsorship package
except for “main sponsor” positionings, amountiadgzuro 1.2 million.

The variation in “consulting and collaboration” afslibcontractors’ fees” is ascribable to the cost-
cutting measures mentioned in the Directors’ ReporiManagement, implemented starting from 2008 to
increase the effectiveness and efficiency of prédagpublishing and circulation processes, whiakieh

allowed the Group to achieve savings versus théque year.

*k*k

6. Rental expenses

This item amounted to Euro 2,422 thousand (Eur@d2thousand as at 31 December 2009) and mainly
includes rental fees paid for property, fees ferhire of office equipment and royalties for author
rights.

*k*k

7. Personnel costs

These can be analyzed as follows:
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Description

Consolidated financial

statements as at

Consolidated

financial statements

31/12/2010 as at 31/12/2009
Salaries and wages 16,166 16,067
Social contributions 4,910 4,910
Provision for retirement benefits 645 707
Other personnel costs 32 -
Total personnel costs 21,753 21,684

*%k%k

8. Amortization, depreciation, write-downs and provsions

These can be analyzed as follows:

Description

Consolidated financial

statements as at

Consolidated

financial statements

31/12/2010 as at 31/12/2009
Intangible asset amortization 567 531
Property, plant and equipment depreciation 406 463
Increase in provision for bad debts 2,641 2,688
Increase in provisions for liabilities and charges 124 113
Total amortization, depreciation, write-downs and 3,738 3,795

provisions

*%k*k

9. Other operating expenses

These can be analyzed as follows:

Description

Consolidated financial

statements as at

Consolidated financial

statements as at

31/12/2010 31/12/2009
Taxes deductible and non-deductible paid duriegytar 164 145
Contingent liabilities 523 592
Other 391 360
Total other operating expenses 1,078 1,097

*k*k

10. Investment income

This item, equal to Euro 1 thousand, refers to aye of loss for Cairo Sport.

As at 31 December 2009, the item, equal to a l6€suco 79 thousand, referred to the effects arising

from the equity method of evaluation in 2009 of timeestment in Dmail Group S.p.A., before
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reclassification, as at 1 October 2009, from “aEgeccompanies” to “other investments” (availakde f

sale), with a resulting fair value measurementaheyear end.

*k*k

11. Net financial income

This item refers to financial income totaling E4W88 thousand (Euro 729 thousand as at 31 December

2009), net of charges of Euro 109 thousand (EuthOusand as at 31 December 2009), analyzed as

follows:
Description Consolidated financial Consolidated financial
statements as at statements as at
31/12/2010 31/12/2009
Bank and deposit interest income 441 661
Other 17 68
Total financial income 458 729
Bank interest expenses 4) (26)
Other (105) (77)
Total financial expenses (109) (103)
Net financial income 349 626

Interest income includes interest related to tinepadits in current accounts and to treasury bank
accounts used to employ liquidity. The variatiomat financial income is mainly ascribable to tmepd
in interest rates versus 2009 (0.57% Euribor avemna@010 versus 0.93% in 2009).

*kk

12. Income tax

This item can be analyzed as follows:

Description Consolidated financial Consolidated

statements as at financial statements

31/12/2010 as at 31/12/2009
IRES for the year 10,091 6,170
IRAP for the year 2,355 1,640
Prepaid and deferred tax 194 (409)
Total income tax 12,640 7,401

In accordance with relevant accounting standatdgas$ considered appropriate to recognize the atmoun

of income tax prepaid by a number of Cairo Commatinnn Group companies relating mainly to the
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provision for accruals, but having deferred tax deductibility (provisions for bad debts and provisions for
liabilities and charges).

The reconciliation of tax liabilities and theoretical income tax charge can be analyzed as follows:

Consolidated Consolidated financial

financial statements statements as at

asat 31/12/2010 31/12/2009

Pre-tax profit 33,424 19,566
Theoretical incometax charge (27.5%) 9,191 5,381
Permanent tax variations 1,282 380
Net effect of tax redemption of reserves from merger of Cairo Editore-

Editoriale Giorgio Mondadori (190)

Irap 2,357 1,640
Income tax 12,640 7,401

For a clearer understanding of the reconciliation of tax liabilities and theoretical income tax charge,
IRAP has not been taken into account as thisis not based on profit before tax, and this would generate a
distorting effect between one year and the other. However, the theoretical income tax charge has been
calculated using the current corporate IRES income tax rate of 27.5%.

* k%

13. Net profit / (loss) from discontinued oper ations

Thisincludes the results of Diellesei S.p.A. in liquidation, which can be analyzed as follows:

Description Consolidated Consolidated
financial financial
statements as at statements as at
31/12/2010 31/12/2009
Other operating revenues 121 79
Costsfor services (59) (32
Personnel costs (48) -
Amortization, depreciation, write-downs and provisions (100) (53)
Operating profit (EBIT) (86) (6)
Net financial income/ (expenses) 1 (165)
Profit / (loss) beforetax (85) (171)
Income tax 18 44
Net profit / (loss) from discontinued oper ations (67) (127)

With regard to the financial situation, the effect on Group liquidity of Diellesei in liquidation can be

analyzed as follows:
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Description Consolidated Consolidated
financial financial

statements as at statements as at

31/12/2010 31/12/2009
Net cash flow from operating activities and the
liquidation process (258) 176
Net cash flow from investment activities - -
Net cash flow generated (absorbed) by financinyities - (6,652)
Net decrease for the year (258) (6,476)

*k*k

14. Segment reporting

For a clearer understanding of the Group’s econgmeitormance, the analysis is focused on results
achieved during the year by the various businegserts, which have been identified, in compliance
with IFRS 8 —Operating segmentsbased on internal reporting which is regularlyarexed by the
directors. Compliance with IFRS 8 resulted in tame operating segments previously falling under I1AS
14 —Segment Reporting

The Group is organized in business urgich in turn structured around specific products services,

and has three reportable business sectors:

- publishing, the Group operates as a publisher of magazing®aoks through its subsidiaries
Cairo Editore - which incorporated in 2009 Edittei&iorgio Mondadori and publishes the
weeklies “Settimanale DIPIU™”, “DIPIU’ TV", “Diva eDonna”, “TV Mia” and supplements
“Settimanale DIPIU’ e DIPIUTV Cucina e Stellare’hd monthlies “For Men Magazine”,
“Natural Style”, Bell'ltalia”, “Bell’Europa”, “In Viaggio”, “Airone”, “Gardenia”, “Arte” and
“Antiquariato” - and Cairo Publishing, book publéesh

- advertising, managed by Cairo Communication and Cairo Puliéievhich work together in
advertising sales in print media for the publishtognpanies of Cairo Editore and of Editoriale
Genesis (“Prima Comunicazione”), and on TV for dhparty publishers TIMedia (La7 and
La7d), Sportitalia, Dahlia and Turner Broadcasti@grtoon Network, Boomerang, and CNN),
on the Internet and for the sale of stadium adsiedi spaces at the Olimpico football pitch in
Turin for Torino FC;

- Il Trovatore, which manages its owsearch engine and provides technological servicaslyn
within the group.

No combinations were made for the definition ofartable business sectors.
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Year ended 31/12/2010

Net sales

Inter-sector net sales

Other operating revenues
Non-recurring arbitration income
Inventory movements

Cost of sales

Cost of inter-sector sales
Personnel costs

Amortization, depreciation, write-
downs and provisions

Operating profit (EBIT)
Investment income

Financial income / (expenses)
Pre-tax profit

Income tax

Group net profit
continuing operations

from

Net profit / (loss) from discontinue

operations
Net profit
- Minorities

A client in the publishing segment (the publicasahstributor) accounts for approximately 29% of ne

consolidated operating profits

Publishi Advertisin Trovatore Unallocat Eliminatio Total
ng g ed ns
operation
S
74,701 168,831 28 - 243,560
26,502 500 316 (27,318) -
1,958 913 - - - 2,871
- 6,792 - - - 6,792
(35) - - - (35)
(68,148)(126,203) (259) - - (194,610)
(480) (26,838) - - 27,318 -
(16,194) (5,526) (33) - - (21,753)
(1,489) (2,247) (2) - - (3,738)
16,815 16,222 50 - - 33,087
61 290 1) - - 350
16,876 16,512 49 - - 33,437
(5,701) (6,896) (43) - - (12,640)
11,175 9,616 6 - - 20,797
- - - (67) -
(67)
11,175 9,616 6 67 - 20,730
- - 1 - - 1

Year ended31/12/2009 Publishi Advertisin Trovatore Unallocat Eliminatio Total

ng g ed ns

operation
s

Net sales 76,473 150,159 25 - - 226,658
Inter-sector net sales 27,685 502 335 - (28,522 -
Other operating revenues 1,240 414 - - - 1,654
Inventory movements (165) - - - (165)
Cost of sales (73,751)(109,624) (273) - - (183,649)
Cost of inter-sector sales (718) (27,783) (22) - 28,522 -
Personnel costs (16,894) (4,759) (31) - - (21,684)
Amortization, depreciation, write-
downs and provisions (1,319) (2,459) (17) - - (3,795)
Operating profit (EBIT) 12,551 6,450 18 - - 19,019
Investment income (79) - (79)
Financial income / (expenses) 47 579 (1) - - 626
Pre-tax profit 12,598 7,029 17 (79) - 19,566
Income tax (4,710) (2,673) (18) - - (7,401)
Group net profit from
continuing operations

7,888 4,356 (€8] (79) - 12,165
Net profit / (loss) from discontinue
operations - - - (127) - (127)
Net profit 7,888 4,356 () (206) - (12,038)
- Minorities - - 4 - - 4
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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 applicaltieansactions with third parties.

Segment balance sheet figures, specifically, tasakts for each reportable segment, do not represen
amounts regularly provided to the chief operatiegision-maker. This detail, formerly prescribedals
without such condition, is not provided in thesglaratory notes in accordance with the amendment of
IFRS 8 —-Operating segmenteffective as from 1 January 2010.

*k*k

15. Earnings per share

Earnings per share is calculated dividing the faia@nresults of the Group by the weighted averaige o

the shares in circulation, excluding the weightegrage of treasury shares. Specifically:

Description Consolidated Consolidated
financial statements financial statements
as at 31/12/2010 as at 31/12/2009

€ thousands:

Net profit from continuing operations 20,797 12,165
Net profit / (loss) from discontinued operations (67) (127)
Net profit / (loss) 20,730 12,038
Weighted average number of shares in circulatigrat 31 Decemb 78,343,400 78,343,400
2010

Weighted average number of treasury shares (771,326 (878,367)
Weighted avelage number of shares used in the calculation

earnings per share 77,572,074 77,465,033
€ thousands:

Earnings per share attributable to continuing ajpmra 0,268 0,156
Earnings / (loss) per share attributable to disoaet operations (0,001) (0,001)
Net earnings per share 0,267 0,155

Diluted earnings per share is not calculated azthee no shares with a potential dilution effect.

NOTES TO THE CONSOLIDATED BALANCE SHEET

Asset and liabilities by category are analyzed ediog to the following notes:

16. Property, plant and equipment

The movements in PPE can be analyzed as follows:
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Description Property Machinery Other Total
Net book value as at 31/12/2009 1,496 124 1,192 2,812
Additions - 27 223 250
Disposals - - - -
Depreciation (46) (23) (337) (406)
Net book values as at 31/12/2010 1,450 128 1,078 2,656
-
17. Intangible assets

The movement in intangible assets can be analyzéollaws:

Description Concessions Goodwill Titles
trademarks Total
licenses
Balances as at 31/12/2009 3,568 7,198 2,335 13,101
Additions 174 - - 174
Disposals 4) - - (4)
Other movements (3,152) - - (3,152)
Amortization (302) - (265) (567)
Balances as at 31/12/2010 284 7,198 2,070 9,552

Concessions, trademarks and licenses

As at 31 December 2010, the item mainly regardediGgiion software.

As at 31 December 2009, concessions, trademarks liaedses included the residual amount
(approximately Euro 3.1 million net of related acrdated amortization as at 30 June 2004) of the
consolidation difference related to the differethetween purchase price in 1998 of the investment in
Telepiu Pubblicita S.r.lI (renamed Cairo TV S.p.And the company’s equity at purchase date, relating
to the ten-year exclusive contract for the salad¥fertising time on analogue and digital channétb®
former Telepiu network.

In August 2010, Cairo Communication filed a newitaalbion against Telepiu to assess a breach by
Telepiu of the contract under which it had trangférto the Company the entire share capital of piele
Pubblicita S.r.I. (renamed Cairo TV S.p.A.), aseault of the termination of the concession contract
through act and default of Telepiu, and for damagiefered by Cairo Communication as acquirer of
Cairo TV. The Board of Arbitrators was formed orNbvember 2010 and is composed by prof. awv.
Gerardo Broggini (president), prof. avv. FranceBematti, (arbitrator appointed by the Company)fpro
awv. Vincenzo Roppo (arbitrator appointed by Tal@pThe meeting on 27 January set the terms for the
briefs, with the final hearing scheduled on 11 N2ayL1.
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Goodwill

This item refers to the excess of the purchasesprier the percentage attributable to the Groughef
fair value of assets, liabilities and identifialdentingent liabilities of a number of subsidiaregstheir
date of acquisition, net of related accumulatedréizaiion at 30 September 2004, as the Group ctmse
adopt the exemption provided under IFRS 1 not foiyafi-RS 3 retrospectively to transactions which
took place prior to the date of transition to IASFS international accounting standards.

The movements in this item for each of the casleggimg units (CGU), which the Group has identified

for the segments in which it operates, is descrhmddw.

CcGuU Balance Additions  Decreases Write-downs  Balance as
31/12/09 at 31/12/10
Publishing 4,746 - - - 4,746
Advertising 2,289 - - - 2,289
Trovatore 163 - - - 163
Total 7,198 - - - 7,198

As at 31 December 2010, the abovementioned goodwilbunts underwent impairment testing as
required by IAS 36. This valuation, carried oulestst annually, was performed at the level of thehc
generating unit (CGUSs) to which the goodwill amauate allocated. The realizable value of the golbdwi
amounts was determined through the estimate of #adile in use calculated as the current valudef t
prospective operating cash flows derived from thestnrecent company budget and plan. The main

assumptions made for the calculation of the vatugsie are summarized as follows:

CGU Growth rate of Discount rate Growth rate of Discount rate
terminal values 2010 terminal values 2009
2010 2009
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 a loss in value. Furthermdre,@Group has developed a sensitivity analysis ef th
realizable values allocated to the three CGUs uiagliscount rate as the key parameter. No saamifi

evidence of potential impairment arose from thiglgsis.
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It should be noted that the estimates and the hutlata used for the determination of the realizable
values of the goodwill amounts have been determime&Group management on the basis of both past
experience and on the expectations of the developmdahe markets in which the Group operates, also

taking account of the specific features of the galneconomic environment.

Titles

Titles are made up as follows:

Description Balance as at Additions Amortization Balance as at
31/12/09 31/12/10
Bell'ltalia 1,471 - (165) 1,306
Bell’Europa 805 - (88) 717
Other titles 59 - (12) a7
Total 2,335 - (265) 2,070

The time period deemed appropriate for the valunadiothe remaining useful life of these titles haen
set at 20 years for “Bell'ltalia” and “Bell’EuropaThe value of the other titles, primarily “Arte’hd
“Antiquariato”, has also been amortized on a stralime basis over a 20 year period. The book \abfe
“Bell'ltalia” and “Bell’Europa” underwent impairmeriesting to evaluate any potential permanentiloss
value against their realizable values, as definethbir useful values according to cash flow estesa
based on the expected results of the titles. Thests have not identified a need to correct thekboo
values in any of these cases. The main assumptiaie in the calculation of their value in use a&e a
detailed in the previous paragraph.

* *

18. Investments and non-current financial assets

The movement in investments can be analyzed asifsi|

Investments Balance as at 31/12/09  Additions Effects of fair value Balance as at
measurement 31/12/10

Cairo Sport S.r.l 10 - 10
Total subsidiaries 10 - 10
Dmail Group S.p.A. 4,009 - (1,775) 2,234
Other 11 - - 11
Total other 4,020 . (1,775) 2,245
Total 4,030 - (1,775) 2,255

Cairo Sport S.r.l. was measured at cost, which dmediffer much from the value according to the

equity method.
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Investments in other companies amounted to Eur842fhousand (Euro 4,009 thousand as at 31
December 2009), and refer to 765,000 shares itigteel company Dmail Group, equivalent to 10% of
its capital.

As at 31 December 2010, the investment was writi®mnn to adjust the book value to the fair value
corresponding to the share’s Stock Exchange pscat shat date (Euro 2.92 per share), offset iritgqu
for a total of Euro 1,775 thousand, an amount altognized as an item in the statement of

comprehensive income and classifiedassfrom impairment of investments available for sale

The investment in Dmail Group is a financial instent listed on a regulated market, therefore of
hierarchical level 1.

*k*k

19. Prepaid tax assets

These relate to the recognition, in the financiatesments as at 31 December 2010, of prepaid tBtsas
on the timing differences between the values oétasand liabilities reported in the financial stadémts

and their tax values, as follows:

31/12/2010 31/12/2009
Timing
Timing differences
differences  Tax effect Tax effect

Prepaid tax assets
Taxed provisions for bad debts 8,808 2,424 11,132 3,061
Tax losses carried forward 68 19 180 50
Taxed and returned provisions for risks and charges 1,055 327 900 278
Provision for obsolete inventory 643 202 632 198
Entertainment expenses deductible in future years 5 1 39 12
Directors’ fees 709 195 234 64
Recording of the write-off of trade relations 1,240 386 - -
Recording of the transfer / write off of the intresgp sale of
titles 2,876 903 3,138 985
Other timing differences 408 131 418 115

. 15,812 4,588 16,673 4,763
Total prepaid tax assets
Deferred tax liabilities
Different treatment of provision for retirement leéits and sta (229) (63) (223) (70)
severance
Different treatment of depreciation on land withlBings (143) (45) (131) (41)
Total deferred tax liabilities (372) (108) (354) (111)
Net prepaid tax assets/ (deferred liabilities) 15,440 4,480 16,319 4,652

Prepaid tax assets are recorded to the extentatteegonsidered recoverable depending on the presenc
of future taxable profits in which timing differees will be reversed. Management periodically regiew

the estimates underlying the recoverability of éhasmounts.
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20. Inventory

Inventory movements arise entirely in the publightompanies and can be analyzed as follows:

Description 31/12/10 31/12/09 Change

Materials and supplies 2,408 3,732 (1,324)
Work-in-progress and bordereau 256 301 (45)
Books 288 278 10
Total 2,952 4,311 (1,359)

+ Materials and supplies

Materials and supplies relate mainly to paper amdvalued at the lower of purchase or production

cost and their estimated net realizable value,dbasemarket performance 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 CainbliBhing S.r.l. inventory, books in store and

monographic issues, valued at the lower of costremdealizable value.

*k%k

21. Trade receivables

Trade receivables can be analyzed as follows:

Description 31/12/10 31/12/09 Change

Trade receivables 103,476 100,511 2,965
Provision for bad debts (9,534) (11,267) 1,733
Total trade receivables 93,942 89,244 4,698

Trade receivables are stated net of the provisiorbéd debts that has been determined taking atcoun

of both specific collection risks and a generak 6§ non-collectability according to the normalrtdeof

company operations. This provision also takes autwount the allocation to the Group’s media clients

in particular third-party clients, of a percentarfdosses on receivables, equal to the percenthgal@es

revenues allocated, pursuant to advertising spales sontracts signed between the two parties.

The ageing of trade receivables by due date ad &ekember 2010 versus 31 December 2009 is as

follows:
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31 December 2010 Current Due Due Due between Due over Total
between between 61 91 and 180 180 days
30 and 60 and 90 days days

days
Trade receivables 84,876 2,290 1,002 2,331 12,977 103,476
Provision for bad debts (1,170) (226) (204) (292) (7,642) (9,534)
Net trade receivables 83,706 2,064 798 2,039 5,335 93,942
31 December 2009 Current Due Due Due between Due over Total

between between 61 91 and 180 180 days
30 and 60 and 90 days days

days
Trade receivables 74,342 2,390 2,570 2,918 18,291 100,511
Provision for bad debts (1,097) (161) (149) (308) (9,552) (11,267)
Net trade receivables 73,245 2,229 2,421 2,610 8,739 89,244

In terms of concentration, the top 10 customersesgmt roughly 18% (18% in 2009) of total sales,
whilst the top 100 customers represent 58% (6020DP). These ratios are basically in line with prio
periods.

The publishing segment presents a limited expodorecredit risk as publishing revenues are
substantially generated by one sole party — thauravhilst for distribution revenues, the disttiiomn
contract provides for an advance payment equakigraficant percentage of the estimated saleadfie
magazine.

In 2010, the provision for bad debts increased hgtaEuro 2,641 thousand, composed of provisions of
Euro 4,374 thousand, and write-off of Euro 1,733u8and.

Trade receivables included Euro 321 thousand byoQaibblicita from Torino Football Club S.p.A. for
contractual relations as described below in NoteBfo 88 thousand by Cairo Communication for
administrative services provided, and Euro 18 thad<sy Cairo Editore for various rebilled expenses.

*k*k

22. Miscellaneous receivables and other current s

These can be analyzed as follows:
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Description 31/12/10 31/12/09 Change

Interest withholding receivable from the State 3 1 2
Prepaid IRAP 20 76 (56)
Direct tax receivable 967 354 613
VAT receivable 291 810 (519)
Total State receivables 1,281 1,241 40
One-off payment Sport Italia 2,00C 2,500 (500)
Publishers’ advances 2562 - 2,563
Other accrued income 76¢ 854 (85)
Other receivables 8,17¢ 2,037 6,142
Total miscellaneous receivables and other currentssets 14,79: 6,632 8,160

The item included Euro 7.5 million, the credit bada from Telepiu arising from the foregoing

arbitration award, which Telepiu offset against tlestricted deposit mentioned below in Note 23

“marketable securities”, for grounds which Caire ltdallenged in court. Telepiu has claimed to ¢ffse

its liability by means of the deposit up to the amk with receivables from invoices issued follogin

the circumstances that took place after the teriminaf the concession contract, receivables chgée

by Cairo which has kept the relevant liability resed in the balance sheet (Euro 6.9 million).

As at 31 December 2009, other receivables incluajgatoximately Euro 1.6 million referable to the

Telepiu’s share of loss accrued on receivables frdwertising clients, under the advertising conioess

contract (which provided for a share of loss talbbited to Telepiu) the amount of which was absdrb

in the damages liquidated to Cairo as a resulhefrbitration.

“One-off payment Sport Italia” included the resadl@amount of the one-off payment acknowledged in
December 2009 to the publisher Interactive Group tfee signing of the exclusive advertising
concession contract on the digital and satellit@rplia and Sportitalia 2 channels and on the
www.sportitalia.com website starting from 2010.the same year, the publisher received a monthly
provisional advance payment on the share of revedue of approximately Euro 0.7 million, adjustable
(plus or minus) at year end with the actual amaaurued. Publishers’ advances included receivables
(Euro 2.6 million) to Interactive Group, equal teetdifference between amount accrued and advance
payments in 2010.

*k*k

23. Marketable securities

The item can be analyzed as follows:
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Description 31/12/10 31/12/09 Change

Restricted bank deposits - 7,543 (7,543)
Other current financial assets 79 79 -
Total 79 7,622 (7,543)

As at 31 December 2009, the consolidated net fiahposition included cash deposited in a current

account held jointly with Telepiu S.r.l. (Euro #llion including interest accrued), subject — acting

to the terms agreed by the parties when the acevasmibpened - to the arbitration award betweenoCair

Communication and Telepiu. Following the award égson 27 January 2010, the deposit was released

in favor of Cairo Communication. Telepiu offsetseittirely against the damages liquidated by the

Arbitrators on grounds challenged by Cairo Commaitiar in court in July 2010.

*%k*k

24. Cash and cash equivalents

The item can be analyzed as follows:

Description 31/12/10 31/12/09 Change
Bank and postal deposits 58,242 43,848 14,394
Cash 18 19 1)
Total cash and cash equivalents 58,260 43,867 14,393
The Group’s net financial position can be analyasdollows:

Description 31/12/10 31/12/09 Change
Cash and cash equivalents 58,260 43,867 14,393
Current restricted deposits - 7,543 (7,543)
Current financial assets 79 79 -
Bank overdrafts - (125) 125
Bank borrowings - - -
Total 58,339 51,364 6,975

The Group continued to manage its cash and barésagsudently, investing for the most part in

interbank deposits. As shown in the cash flow stetd, the total net change of approximately Euro 7

million in the net financial position is mainly due positive cash flow generated by operationsafiet

dividends distributed of Euro 15.5 million.
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In the consolidated cash flow statement, the “imdl fcash and cash equivalents” line does not declu

the current financial assets of Euro 79 thousandtd&9 thousand as at 31 December 2009). In 2009,
the “net final cash and cash equivalents” line it also include the restricted deposits of Eut 3,

thousand.

*k%k

25. Equity
As at 31 December 2010, consolidated equity wase FQy184 thousand, including profit for the year.

The Shareholders’ Meeting on 28 April 2010 approtredistribution of a dividend for a total of Euro
0.2 per share, including tax, with detachment @edepon n. 2 post split) on 10 May 2010, for altofa
Euro 15.5 million.

The share capital as at 31 December 2010 was E@W® 4housand, fully paid and subscribed,
comprising 78,343,400 ordinary shares to which ominal value is attributed.

According to the bylaws the shares are registéngliyisible and freely transferable. They are witho
requirements of representation, legitimizationcualation of the company investment required for
securities traded on regulated markets. Each stesdhe right to a proportion of the profit whichsh
been approved for distribution and to a portiothef equity on liquidation and also has the rightdte,
without limits as defined by the Law. No securitie/ing special rights of control have been issid.
financial instruments have been issued attributiregright to subscribe to newly-issued shares. INoes
incentive plans are foreseen involving share chipitaeases, even on a freely allocated basis.

The reconciliation between the number of sharesroulation as at 31 December 2009 and the number

as at 31 December 2010 is as follows:

31/12/2009 Purchase Sale 31/12/2010

treasury shares treasury shares

Ordinary shares issued 78,343,400 - - 78,343,400
Less: treasury shares (771,326) - - (771,326)
Ordinary shares in circulation 77,572,074 - - 77,572,074

In 2010,as part of the share buyback plams treasury shares were acquired or sold.
As at 31 December 2010, Cairo Communication held7d,326shares, or 0.985% of the share capital,
subject to art. 2357-ter of the Civil Cqder a value of Euro 2,351 thousand deducted fequity.

*k%k

26. Provision for retirement benefits and staff sesrance

The provision for retirement benefits and staffesance reflects allocations made for all employses
the date of the consolidated financial statementsle on the basis of a projected unit credit method

using actuarial valuationghe main assumptions used in this valuation afelksvs:
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Cairo Cairo Cairo Cairo
COMPANY Communication _ Pubblicita ___Editore Pubblicita
TYPE OF VALUATION ss ss ss  Supplementary
allowance

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 EXECUTIVE MANAGER 1.00% 0.50% 0.50% -
Advance request rate 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 EXECUTIVE MANAGER 5.00% 2.50% 0.00% -
Salary increase rate 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 - - - 1%
Future inflation rate 2.00% 2.00% 2.00% 2.10%
Discount rate 4.00% 4.00% 4.00% 4.10%
Resignation rate EXECUTIVE MANAGER 2.00% 0.50% 0.00% -
Resignation rate 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%

The composition and movements of the provisionrédirement benefits and staff severance is broken

down as follows:

Balance as at 31/12/10

Balance as at 31/12/09

Opening balance 3,813 3,702
Increase in provision 651 707
Utilized/other movements (573) (596)
Closing balance 3,891 3,813
The average headcount over the two years can lgzadas follows:

Description 31/12/2010 31/12/2009 Average
Executive managers 15 14 14
Managers 19 18 19
Employees 127 125 126
Journalists / Freelance journalists 100 98 99
Total 261 255 258

27. Non-current bank borrowings

The Group has none.

*k*k
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*k*k

28. Provisions for liabilities and charges

The provisions for liabilities and charges include:

Description 31/12/10 31/12/09 Change

Provision for disputes and charges

956 902 54
Provision for publishing inventory 697 627 20
Provision for liquidation 102 51 51
Provision for other risks and charges 369 359 10
Total 2,124 1,939 185

The composition and movements of this account eaanalyzed as follows:

Description Disputes  Publishing Liquidation  Other risks Total
and charges inventory and charges

Closing balance as at 31/12/2009 902 627 51 359 1,939

Increase in provisions 74 70 100 50 294

Utilized (20) - (49) (40) (109)

Closing balance as at 31/12/2010 956 697 102 369 2,124

The provision for disputes was established by CRinbblicita S.p.A. to provide against client disgsut
as prescribed by law and current contracts.
The provision for publishing inventory relates e toperations of the subsidiary Cairo Publishing.S.
the relating net provisions are deducted from k&ailks revenues.
The provision for liquidation refers to provisionsade to cover the liquidation costs of Diellesei in
liquidation; the relating provisions are recognizethe profit / (loss) from discontinued operagon
The provision for other liabilities and charges limes provisions that are considered prudently
necessary for charges that could arise from cunegdl proceedings and contractual disputes that
remain unsettled.

-
29. Current bank borrowings
As at 31 December 2010, there are no bank borravidg at 31 December 2009, current bank

borrowings amounted to Euro 126 thousand and exdo bank overdrafts.

*k*k
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Trade payables amounted to Euro 97,787 thousandhyupuro 5,650 thousand versus 31 December

30. Trade payables

2009, and relate entirely to the current year. Ppbeion related to Diellesei amounted to Euro 102
thousand.

Trade payables include Euro 238 thousand due taskeciate Torino Football Club S.p.A. for dues
accrued for the advertising concession contraciesigvith Cairo Pubblicita S.p.A.

*k*k

31. Parent company receivables and payables

Parent company receivables and payables of Eurth@Band and Euro 3,928 thousand, respectively,
refer mainly to receivables from and payables du¢hé holding company UT Communications S.p.A.
arising from the national tax consolidation agreethender art. 117/129 of the TUIR, to which Cairo
Communication S.p.A. and its subsidiaries Cairadtdi S.p.A., Cairo Pubblicita S.p.A., Diellesei 3.p

in liquidation, Cairo Due S.r.I. and Cairo PublisfiS.r.l. agreed to adhere.

*k*k

32. Tax liabilities

Tax liabilities can be broken down as follows:

Description 31/12/2010 31/12/2009 Change
Payroll deductions — employees 776 784 (8)
Payroll deductions — contract workers 424 452 (28)
IRAP payables 666 89 577
VAT payables 285 77 208
Other 130 1 129
Total tax liabilities 2,281 1,403 878
ok
33. Other current liabilities
These can be analyzed as follows:
Description 31/12/2010 31/12/2009 Change
Social security liabilities 1,554 1,538 16
Advances 1,818 1,532 286
Personnel liabilities (holidays, bonuses, etc.) 398, 3,401 3)
Accrued expenses and deferred income 695 947 (252)
Other liabilities 1,435 2,366 (931)
Total other current liabilities 8,900 9,784 (884)
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Social security liabilities amounted to Euro 1.8B&éusand relating entirely to the current year. The

Group normally pays social security liabilities atite deductions made in substitution of taxes in
accordance with legally defined due dates.

Advances relate to that portion of subscriptionmests received from customers to whom magazines
have not yet been issued, as well as prepaymenspéaially commissioned future editions.

Accrued expenses and deferred income also inclidegest accrued on the current account already
mentioned held with Telepiu S.p.A. Following the aad/ issued on 27 January 2010, the deposit,
including interest accrued, was released in fafo€airo Communication. Telepiu offsets it entirely
against the damages liquidated by the Arbitrationa on grounds challenged by Cairo
Communication in court in July 2010 based on thredoing grounds, and also on the agreement which
had established that interest payable from the ingetiate of the account to the release of the sums
would have been paid along with the principal, @ta, to the appropriate parties in accordance thith
award or agreement reached by the parties.

Other liabilities include Euro 0.5 million (Euro8million as at 31 December 2009) 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:

- aguarantee of Euro 16,8 million, expiring on 15eJ2011 by Banca Popolare di Milano to
Telecom ltalia Media S.p.A. (Telecom Group), semgrpayment of minimum guaranteed
fees specified in its contract for the exclusivie d television advertising space on La7;

- guarantees totaling Euro 234 thousand by bankradance institutes.

35. Other information

The arbitration award issued on 27 January 20I8@iteted through act and default of Telepiu the 10-
year advertising concession contract signed in W288 between Cairo TV and Telepiu S.r.l. Telepiu
was ordered to pay damages to Cairo Communicagéism¢quirer of Cairo TV) for the amount of Euro
11.7 million (the award also acknowledged paymédriEuwro 1 million for damages to Telepiu), as well
as approximately Euro 0.8 million for defence ariteation costs.

In August 2010, Cairo Communication filed a newitaaltion against Telepiu to assess a breach by
Telepiu of the contract under which it had trangérto the Company the entire share capital ofpiele
Pubblicita S.r.l. (renamed Cairo TV S.p.A) and fbe damages suffered by Cairo Communication as
acquirer of Cairo TV. The Board of Arbitrators wiasmed on 5 November 2010 and is composed by
prof. avv. Gerardo Broggini (president), prof. aWwrancesco Benatti, (arbitrator appointed by the
Company), and prof. avv. Vincenzo Roppo (arbitraigpointed by Telepiu). The meeting on 27 January
set the terms for the briefs, with the final hegréitheduled on 11 May 2011.
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The three-year advertising concession contract9q2W1) for La7 signed in November 2008, renewed

automatically for three more years if the contrattievenue targets are reached, sets minimum gross
advertising revenues of Euro 120 million also il 2@target reached in 2009 and greatly exceeded in
2010), with minimum annual guaranteed fees for daie Italia Media of Euro 84 million (70%). In
return for Cairo’s commitment to minimum gross atigéng revenues and minimum fees, Telecom
Italia Media undertakes to maintain the annual ehafr La7 higher than or equal to 3% (with a
contribution of the audience share of La7d — fat®@nd 2011 alone - within pre-established linaisl
higher than or equal to 2.65% in prime time viewiSgould the shares drop below these thresholds, or
further contractually established thresholds, Cairentitled to reduce the minimum guaranteed payme

of Euro 84 million.

Taking also account of the share’s trend in thé dasrter of 2010, in December 2010 Telecom ltalia
Media and Cairo agreed to re-examine the advegtisioncession contract of 19 November 2008.
Specifically, for 2011 and for the possible 2012-2CQhree-year period, both set additional annual
advertising revenues targets (unguaranteed) vehsusinimum annual revenues, proportional to the
achievement by Telecom lItalia Media of annual tergd share higher than the given 3% for La7’s
share. Cairo’s achievement of these additionaktargr payment to Telecom Italia Media of equirngle
dues, will entitle Cairo to renew the contract @81 December 2019. Otherwise, Telecom lItalia Media
is authorized to withdraw from the contract.

In December 2009, Telecom lItalia Media and Caiso aénewed, until 2014, the concession contract for
La7d, which had been signed in April 2010 for ti8d@-2011 two-year period, with automatic renewal
for a further three-year period upon achievemeragreed revenues targets. The contract for the new
La7d digital channel sets minimum gross advertisewgnue in 2011 of Euro 8 million for a 0.2% share
with minimum guaranteed fees paid on a monthlysesiTelecom Italia Media of Euro 5.6 million. For
2011, variations in the share below 0.2% will impbductions in minimum annual revenues and
minimum guaranteed fees. For subsequent yearsitizans in the share above or below 0.2% will imply
increases or reductions in minimum annual reveanesminimum guaranteed fees.

The Provincial Tax Commission of Milan, in its hiegr of 18 October 2010, ruled in favour of the
appeal by Cairo Editore S.p.A. regarding the taseasment notice for 2004 illustrated in the naidbé
financial statements as at 31 December 2009.

As the result of a VAT audit performed on Cairo Goumication S.p.A., in their draft audit report, the
Guardia di Finanza identified potential liabilititsr 2002 and subsequent years (2003, 2004 and) 2005
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relating to the non-application of VAT on dealingghts charged to media centres, which were

subsequently confirmed in their final audit repisgued in January 2008 (for 2002) and in June 2008
(for 2003, 2004 and 2005), which the company halemged. For all the periods in question, the
Provincial Tax Commission of Milan has ruled in dav of the Company’s appeals. The Agenzia delle
Entrate (Revenue Agency) has filed an appeal tdRésgional Tax Commission of Milan against these
decisions. On 21 April 2010, the Regional Tax Cossign of Milan ruled in favour of the Agency’s
appeal regarding the year 2002 on questionablengsouro date, the 2003, 2004 and 2005 years dre sti
awaiting discussion by the Regional Commissionr&&iommunication has appealed to the Court of
Cassation against the sentence related to 200%Hich the tax claim amounts to Euro 41 thousand, i
addition to sanctions of Euro 51 thousand. Bassd ah the advice of its tax consultants, the Dinect
believe there are fundamental reasons and rightgpose the potential liabilities, and have themfo
made no relevant accrual against them.

Immobiledit S.r.l., the subsidiary merged into ©alEditore during the year, is party to a lawsuit
regarding a property purchase. In 2004 the CouMitd#n, in the first instance, had rejected theeade
party’s claims, ordering the adverse party to payages, to settle in separate proceedings, and to
refund legal expenses. The Court of Appeal hadypestersed the ruling of first instance, ordering
Immobiledit to pay for the expenses of first andagel instance, rejecting the adverse party’s cfaim
damages, which has appealed to the Court of Cassagiinst the rejection. Based also on the aabfice

its legal consultants, the Directors believe that adverse party’s appeal does not require anyame
accrual against it.

The Agenzia delle Entrate challenged the Companyitéouse, to offset payments made in 2007, of
excess IRES from the tax return for the year engl@ddecember 2006. While not challenging the
relevant credit to Cairo, the Agency has refuteduse for offsetting purposes on grounds of non-
compliance of procedures (specifically, the Agenlaims that use of the credit would have required a
formal credit transfer from the Company to the Camy. On 6 July 2010, the Company received a tax
demand, substantially for payment of Euro 28 thodsas interest, and Euro 145 thousand as sanctions,
since the credit has not been unacknowledged. Basedon the advice of its tax consultants, the
Directors believe there are fundamental reasonsrights to oppose the potential liabilities and éav
therefore made no relevant accrual against them.

A previous shareholder of the subsidiary Il Trovat&.r.l., who did not sell their shares to theepar
company, had risen a claim against the current nitinehareholder, involving Cairo Communication
S.p.A. indirectly, questioning the validity of tkentract under which he had sold the share inithiteld
partnership Il Trovatore and the transformationthié company from a limited partnership to a lirdite
liability company (S.r.l.), and requesting the anment of the subsequent purchase of the company by
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Cairo Communication. The requests of the countéypaere rejected in the first instance, although th
counterparty has filed an appeal. Based also oadkize of its counsels, the Directors believe that
grounds of these claims are such as not to requsstcific accrual.

It is also noted that:
- the consolidated financial statements for the ygated 31 December 2010 do not include
any receivables or payables with a residual teroeeding five years.
- no company within the Group consolidation has edigiéd any financial expenses.

*k*k

36. Related party transactions

Transactions between the Company and its consetidaibsidiaries, which are its related partiesehav
been eliminated from the consolidated financiaiesteents and are therefore not shown in this note.

The Group holds relations with the parent compady (Communications S.p.A.) and with this
company’s subsidiaries at conditions deemed noimdheir respective relevant markets, taking into
account the nature of services offered. Below ssimmary of the balance sheet and income statement
balances deriving from the transactions made ir02Gith these related parties, identified in accomia
with IAS 24.

The Group holds an investment in the subsidiaryaCaport (Euro 10 thousand).

The effects of these relations on the 2010 conatddi income statement of the Cairo Communication
are as follows:

Revenues and costs Operating Operating Financial Financial
(€ thousands) profits costs income expenses

Parent company

UT Communications S.p.A. - - - _

Jointly-controlled companies

Torino FC S.p.A. 122 1,388 - -
Mp Service - - - -
Total 122 1,388 - -

The effects of these relations on the consolidbtddnce sheet of the Cairo Communication Groug as a
31 December 2010 are as follows:

Receivables and financial assets Trade Other Receivables  Other current

(€ thousands) receivables receivables and tax consolidation financial
current assets assets

Parent company

UT Communications S.p.A. 61 - 2 -

Jointly-controlled companies

Torino FC S.p.A. 427 - - -

Mp Service 24 - - -

Total 512 - 2 -
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Payables and financial liabilities Trade payables Other payables Payablestax Other current

(€ thousands) and current  consolidation financial
liabilities liabilities

Parent company

UT Communications S.p.A. - - 3,928

Jointly-controlled companies

Torino FC S.p.A. 239 - -

Total 239 - 3,928

In 2010, there were no transactions with the pazemtpany (U.T. Communications S.p.A.), nor withsthi

company's subsidiaries, with the exception of:

= the publishing concession contract signed with A@rFootball Club S.p.A., subsidiary of UT
Communications, for the sale of advertising spactha Olimpico football pitch and promotional
sponsorship packages. The contract provides focdneession to the seller of a percentage of the
profits gained (85%), net of advertising agencycadimts relating to contracts signed directly and
invoiced by Cairo Pubblicita, granting the lattéb &f contracts signed directly by Torino FC; This
contract resulted in the payment of Euro 1,244 ¢hod to the concession holder against net income
of Euro 1,460 thousand, and Cairo Pubblicita redlifurther commissions of Euro 35 thousand.

= the contract signed by Cairo Communication S.p.Ad arorino F.C. for the provision of
administrative services such as book keeping;istpftom April 2010, the agreement provides for an
annual fee of Euro 100 thousand (Euro 48 thousatii3dl March 2010).

= the agreement relating to the purchase of advegtispace at the Olimpico pitch between Cairo
Editore and Torino FC. In 2010, advertising spagere acquired for a total of Euro 100 thousand.

= as already mentioned, Cairo Communication and ltissigiaries Cairo Editore S.p.A., Cairo
Pubblicita S.p.A., Diellesei S.p.A. in liquidatioBairo Due S.r.l. and Cairo Publishing S.r.I. agder
to the national tax consolidation agreement of WbmBunications S.p.A.
The consolidation agreement, which governs thenfired aspects of amounts paid or received in
return for the advantages or disadvantages reguhim the tax consolidation, specifically provides
that any eventual greater charges or minor benisfdis may accrue to the Company resulting from
adhesion to the procedure, be suitably remunetayeithe parent company. In relation to this, the
consolidated financial statements as at 31 Dece@®HD include receivables from and payables due
to the parent company UT Communications S.p.A. wfoE2 thousand and Euro 3,912 thousand,
respectively.

Compensation paid to the directors in 2010 areyaedlin_Note 38Board of Directors’ and Board of

Auditors’ compensation”

*k*k
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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 53.8 million wi,

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 shbowth liquidity, or the ability to maintain finaradi
stability in the short term, and solidity, or thigily to maintain financial stability in the medilong
term.

It is Group policy to invest available cash in aawthnd or short-term bank deposits, properly spngadi
the investments, essentially in banking productidh whe prime objective of maintaining a ready
liquidity of the said investments. The investmertdducts are selected on the basis of their cratitg,

their reliability and the quality of the servicendered.

Risk of foreign exchange and interest rate flugarat

The Cairo Communication Group is not exposed to rikke of foreign exchange and interest rate
fluctuation, in that on one hand, there is no léaance, whilst on the other hand Group operatianes
carried out exclusively in Italy, so all revenuee generated within the country and principal casts
incurred in Euro.

Interest rate risk only affects the yield on avaléacash. Specifically, with reference to the mearicial
position as at 31 December 2010, a one percentaige neduction in the interest rate would resultin
reduction in annual financial income of approxinhateuro 0.5 million.

Movements in the cash flow and the liquidity of Gpacompanies are centrally monitored and managed
by Group Treasury in order to guarantee effective efficient management of financial resources

In view of the limited exposure to both intereserand FOREX 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. Thikrns
however mitigated by the fact that the exposurdiveded across a large number of clients and that
credit monitoring and control procedures are incelalt should be noted that in terms of the
concentration, the top 10 customers represent 183%6(in 2009) of total sales, whilst the top 100
customers represent 5780% in 2009). These ratios are basically in linhygrior periods.

The uncertainty factors in the short and mediumtealong with the resulting credit squeeze, may of

course impact negatively on the quality of credd @an general payment terms.
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The publishing segment, on the other hand, predantsed exposure to credit risk as publishing
revenues are basically generated by one singlg paine Group - whilst for distribution revenuebket
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 cresliis as at 31 December 2010 is given by the book
value of trade receivables and other recorded vabkgs totaling Euro 108.8 million (Euro 96.5 nahi

as at 31 December 2009), and by the face valueuafagtees furnished on third-party debts or
commitments as indicated in Note 34.

The credit risks associated with cash and cashvalgmts, with a maximum theoretical exposure of
Euro 53.8 million (Euro 51.4 million as at 31 Ded®n 2009), is considered irrelevant as they are

deposits spread across various banks.

39. Board of Directors’ and Board of Auditors’ compensation
Pursuant to art. 2427, section 16 of the Civil Cadd as set forth in art.78 of the Issuers’ Reguriat

of CONSOB, the Group discloses the following congagion awarded to the Directors, Auditors,
General Managers and Managers with strategic regpbnies, including in subsidiaries, for the year
ended 31 December 2010:

Name and Position  Term of office  Term expiry Compensation Benefitsin  Bonuses and Other
surname date kind other compensation
* incentives **
Dr. Urbano R.  Chairman Jan.-Dec. 2010Approval fin.
Cairo BoD stat. 2010 150 7 - 855
Dr. Uberto Managing Jan.-Dec. 2010Approval fin.
Fornara Director stat. 2010 474 4 - 330
Dr. Roberto Director Jan.-Dec. 2010Approval fin.
Cairo stat. 2010 20 - - -
Avv. Marco Director Jan.-Dec. 2010Approval fin.
Janni stat. 2010 40 - - -
Awv. Antonio Director Jan.-Dec. 2010Approval fin.
Magnocavallo stat. 2010 40 - - -
Dr. Marco Director Jan.-Dec. 2010Approval fin.
Pompignoli stat. 2010 290 3 - 335
Dr. Roberto Director Jan.-Dec. 2010Approval fin.
Rezzonico stat. 2010 40 - - -
Dr. Mauro Sala  Chairman Jan.-Dec. 2010Approval fin.
Board of stat. 2010
Auditors 24 - - 14
Dr. Marco Statutory Jan.-Dec. 2010Approval fin.
Moroni auditor stat. 2010 16 - - 4

Dott.ssa Mariapi.  Statutory Jan.-Dec. 2010Approval fin.
Maspes auditor stat. 2010 16 - - 9
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* Other compensation, in addition to compensatiortiierrole of director (Euro 20 thousand), refers to

. Dr. Urbano Cairo: compensation pursuant to art. 83®aragraph 3, Civil Code (Euro 130 thousand).

. Dr. Uberto Fornara: compensation pursuant to ar88®, paragraph 3, Civil Code (Euro 454 thousand).

. Avv. Marco Janni: compensation for attendance iretings of the Compensation Committee, Audit Comeniind Related Party
Committee (Euro 20 thousand);

. Avv. Antonio Magnocavallo: compensation for attemziain meetings of the Compensation Committee,t Aatnmittee and Related
Party Committee (Euro 20 thousand);

. Dr. Marco Pompignoli: compensation pursuant to 389, paragraph 3, Civil Code (Euro 270 thousand);

. Dr. Roberto Rezzonico: compensation for attendancmeetings of the Compensation Committee, Audibr@ittee and Related Party
Committee (Euro 20 thousand).

** Other compensation refers to:

. Dr. Urbano Cairo: compensation for his duties penfied for Cairo Editore (Euro 850 thousand) and ethempanies of the Group
(Euro 5 thousand).

. Dr. Uberto Fornara: gross compensation as seniomager payable by Cairo Communication (Euro 224 gand) and compensation
for his duties performed for Cairo Pubblicita (Eut60 thousand) and other companies of the GroupgEitthousand).

. Dr. Marco Pompignoli: gross compensation as sem@nager payable by Cairo Communication (Euro 14fuffand) and compensation
for his duties performed for Cairo Pubblicita (Eut80 thousand) and other companies in the GroupdBuhousand).

Managers of Cairo Communication S.p.A. holdingtetgéc responsibilities are directors

On 28 January 2008, the Shareholders’ Meeting @foGaommunication S.p.A. had resolved on an

annual compensation of Euro 200 thousand, whichnibeting of the Board of Directors on 14 May

2008 had split up in, respectively, Euro 15 thodsamd Euro 45 thousand as compensation due

respectively to the Compensation Committee andhéo Audit Committee. The remaining Euro 140

thousand was split up among the seven directors.

On 13 May 2010, the Board of Directors of Cairo @amication, upon proposal of the Compensation

Committee, pursuant to art. 2389, paragraph 3 efGivil Code, resolved to grant compensation to

Chairman Urbano Cairo, Managing Director Ubertorfapa, and Director Marco Pompignoli, who hold

particular responsibilities, amounting respectivie\Euro 130 thousand, Euro 60 thousand and Euro 90

thousand.

Under the decisions adopted by the Board of Dirsctm 11 February 2011, on the proposal of the

Compensation Committee and the favourable opiniébnthe Related Party Committee, further

compensation was established for 2010, specifically

= for Managing Director Uberto Fornara - accordinghe variable compensation mechanism defined
by the Board on 30 July 2010, based mainly on didveg revenue growth targets - Euro 394
thousand,

= for Director Marco Pompignoli — based on overalrkvquality assessments - Euro 180 thousand.

Mention must be made, also under Consob Commuaitati DEM/11012984 of 24 February 2011,

point 2.3, letters (a) and (f) that

= there are no agreements in place between the Conapahthe directors for any compensation in the
event of resignation or unjust dismissal, or in #heent their employment relationship ceases

following a takeover bid
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= there are agreements in place between the Compagydatt. Uberto Fornara, prior to non-
competition commitments in the year following tenation of his employment with the Company,
for payment of a gross monthly compensation of 15%ely of the gross monthly salary in his
capacity as executive, which will become effectip®n termination of his relationship.
Mention must be made that there are no succesdars pegarding executive directors. Cairo

Communication has no stock option plans in pladaiattime.

The positions held by Directors and Auditors inastlisroup companies are shown in Note 31 of the
Parent Company financial statements.

38. Transactions deriving from atypical and/or unusualtransactions

Pursuant to Consob Communication of 28 July 200BEM/6064296, mention must be made that in
2010, Cairo Communication made no atypical and/ousual transactions as defined by the
Communication.

As already explained in Note 2, in the schedulethefconsolidated income statement, income arising
from the Cairo-Telepiu arbitration pending sincéd20s shown separately owing to its non-recurring
nature and size

Regarding the income statement of 2009, shown @paonson, there are no cost and revenue components

deriving from events or transactions which by tmgiture or size are considered non-recurring.

Chairman of the Board of Directors
Dott. Urbano R. Cairo
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APPENDIX 1

CAIRO COMMUNICATION GROUP COMPANIES

As requested by Consob, the following table ligksCairo Communication Group companies, showing
the company name, head office, share capital, Aades held, whether directly or indirectly, by the
Parent Company Cairo Communication S.p.A. and loh sabsidiary, the consolidation method and the

list of investments, valued using the equity method

Subsidiaries Head Share capital % Shareholding Consolidation method
office  as at 31/12/10 Ownership companies
Cairo Communication S.p.A. Milan 4,074 Full
Cairo Editore S.p.A. Milan 1,043 99.95 Cairo Full
Communication
Diellesei S.p.A. in liquidation Milan 2,000 60 Cairo Full re assets and liabilities
Communication  (*)
Cairo Due S.r.l. Milan 47 100 Cairo Full
Communication
Cairo Pubblicita S.p.A. Milan 2,818 100 Cairo Full
Communication
Cairo Publishing S.r.l. Milan 10 100 Cairo Full
Communication
Il Trovatore S.r.l. Milan 25 80 Cairo Full
Communication
Cairo Sport S.r.l. Milan 10 100 Cairo Cost
Communication
Edizioni Anabasi S.r.l. Milan 10 99.95 Cairo Editore Full

(*) the income statement is consolidated synthiyicathe net profit / (loss) from discontinuederptions
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APPENDI X
Information pursuant to Article 149-xii of Consob Issuers’ regulations
The following statement, prepared pursuant to B48-xii of Consob Issuers’ regulations, shows the

amounts due for the current year for auditing $®wiand for non-audit services provided by the
independent audit firm.

€ thousands Services rendered by Amount due for the
year

Audit services

Audit of the financial statements, the consolid
financial statements, quarterly audits and aatitninol

companies Deloitte & Touche S.p.A. 116
Subsidiaries Deloitte & Touche S.p.A. 88
Certification services

Parent company Deloitte & Touche S.p.A. 3
Subsidiaries Deloitte & Touche S.p.A. 6
Other services

Parent company Deloitte Ers Enterprise Risk 25
Total 238
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Report of the Board of Auditors to the Shareholders ' Meeting of Cairo

Communication S.p.A., pursuant to art. 153 of Legis lative Decree 58/1998
and to art. 2429 of the Civil Code

Shareholders,

pursuant to art. 2429 of the Civil Code and to art. 153, paragraph 1, of Legislative

Decree n. 58 of 24 February 1998, we hereby inform you that during the year

ended 31 December 2010, we performed the oversight duties prescribed by law,

by article 148 et seq. of the abovementioned Legislative Decree, and by the

indications held in the relevant CONSOB communications, based also on the

standards of conduct recommended by the Italian Association of Public

Accountants and Accounting Professionals. The above being stated, the results

of the prescribed oversight duties performed during the year ended 31 December

2010 are the following:

we attended all the Shareholders’ Meetings and those of the Board of
Directors and Audit Committee, overseeing compliance with the bylaws, laws
and regulations governing the functioning of Company bodies. On a quarterly
basis at least, pursuant to the disclosure obligations to the Board of Auditors
set forth in art. 150, paragraph 1 of Legislative Decree n. 58/1958, we
received information from the Directors on activities performed and the
transactions of relevance for the income statement, balance sheet and
financial situation made by the Company, by subsidiaries and with related
parties; we also ensured that actions resolved and taken complied with the
laws and bylaws and were made in a perspective of profitability, and that they
were neither imprudent nor reckless, or in potential conflict of interest or in
contrast with the resolutions adopted by the Shareholders’ Meeting, or such
as to jeopardize the integrity of corporate assets;

to the extent of our responsibilities, we gathered information and oversaw the
adequacy of the Company's organizational structure and compliance with the
principles of proper administration, and the timely execution of instructions
given to subsidiaries; all these activities were conducted through direct

observation, through information gathered from the organizational managers



and through meetings with the Audit Firm as part of a mutual exchange of
important data and information;

to the extent of our responsibilities, pursuant to art. 19 of Legislative Decree
39/2010, we gathered information and oversaw the adequacy and
effectiveness of the audit and risk management system, and the activities
conducted by the department persons in charge, as well as the reliability of
the administrative-accounting system to properly represent operational
events, through information received from the department persons in charge,
by examining company documents and the activities conducted by the Audit
Firm, by attending the meetings of the Audit Committee and the meetings
with the managers charged with supervising the operations of the audit
system, as well as with the Financial Reporting Manager;

we oversaw the procedures for the correct application of the Corporate
Governance rules provided by the Corporate Governance Code adopted by
Cairo Communication S.p.A.;

during the year, we issued our opinion as prescribed by law on the
determination of compensation to Directors holding strategic responsibilities
(art. 2389 of the Civil Code); we verified compliance with the Group's current
compensation policy and with the proposals by the Compensation
Committee;

we oversaw the process regarding disclosure of financial information,
pursuant to art. 19 of Legislative Decree 39/2010, and the statutory audit of
annual and consolidated accounts;

we expressed our favourable opinion on the compliance of the Procedure for
Related Party Transactions adopted by the Company, with the principles set
forth in the Consob Regulations containing provisions regarding related party
transactions, adopted through resolution n. 17221 of 12 March 2010,
subsequently amended by resolution n. 17389 of 23 June 2010. The Board of
Auditors will oversee conformity with such procedure and will provide prompt
information in its annual report;

information regarding transactions with related parties or with intra-group
companies contained in the explanatory notes to the IAS/IFRS consolidated

financial statements of the Cairo Communication Group, and to the IAS/IFRS



separate financial statements of Cairo Communication S.p.A., is considered
appropriate, considering the size and structure of the Company;

there were no atypical and/or unusual transactions with intra-group
companies and with related parties. Such transactions are part of the
Company’s ordinary operations and are settled at market conditions in the
interest of the Company;

during the periodic meetings held with the Audit Firm, pursuant to the
provisions of art. 150, paragraph 3, of Legislative Decree 58/1998, no aspects
emerged regarding issues within our responsibility;

there were no omissions, reprehensible facts or irregularities reportable to the
competent authorities or to the supervisory bodies, or worthy of mention in
this report;

no complaints were received pursuant to art. 2408 of the Civil Code;

no opinions were issued pursuant to the law;

in compliance with the Corporate Governance Code of Listed Companies,
which the Company conforms to, pursuant to articles 3.C.5 of this Code, we
verified the correct application of evaluation procedures adopted by the Board
of Directors to assess the independence of its members.

The reasons based on which the Board confirmed the persistence of the
requirements of independence of two board members, disregarding
application criterion 3.C.1, lett. ) of the Corporate Governance Code, which
considers no longer independent a director who has been in office for more
than nine years in the last twelve years, appear to be appropriately motivated,
providing clear and complete information.

We also verified the persistence of our independence as prescribed by art.
10.C.2. of the Corporate Governance Code;

the information gathered shows that in 2010, Deloitte ERS Enterprise Risk
Service Srl, part of the “network” of the Audit Firm Deloitte & Touche Spa, in
addition to the task of auditing the financial statements of the Company and
of its subsidiaries, was also entrusted with the task of providing technical-
methodological assistance in updating the Organizational Model in
accordance with the provisions of Law n. 262 of 28 December 2005. Fees for
such task amounted to Euro 25,000.00.



no critical aspects were reported from the oversight activities of the Board of
Auditors on the independence of the Audit Firm, performed pursuant to art. 19
of Legislative Decree 39/2010;

during the year, the Board of Directors and the Audit Committee both met six
times, the Supervisory Board four times and the Board of Auditors five times.

The Compensation Committee met twice in 2010.

Regarding oversight of the financial statements and consolidated financial

statements, our report shows that:

we verified that the presentation of the Financial Statements, Consolidated
Financial Statements and the Directors’ Report on Operations comply with
the provisions of law, through direct assessment and through information
received from the Audit Firm;

the Financial Statements and Consolidated Financial Statements were
prepared in accordance with the international accounting standards (IFRS)
issued by the International Accounting Standard Board (IASB) and approved
by the European Union, and with the provisions issued in application of art. 9
of Legislative Decree N. 38/2005;

information provided by the Directors on the Report on Operations is
considered exhaustive and complete;

the Chairman of the Board of Directors and the Financial Reporting Manager
have certified the financial statements, pursuant to art. 81-ter of Consob
Regulations n. 11971 of 14 May 1999 and subsequent amendments and
additions;

the Audit Firm Deloitte & Touche ltalia, pursuant to art. 2409 ter of the Civil
Code, and to art. 156, paragraph 4 bis, lett. D of Legislative Decree n. 58 of
24 February 1998, expressed its positive opinion on the consistency of the
Directors’ Report on Operations with the Financial Statements and
Consolidated Financial Statements.

The reports on the Financial Statements and Consolidated Financial

Statements do not contain any observations and exceptions.

All the above being stated, the Board of Auditors declares, to the extent of its

responsibilities, that there are no reasons for impeding the approval of the



financial statements as at 31 December 2010, and that there are no observations
on the proposal to allocate profit for the year, including the proposal for dividend
distribution held in the Directors’ Report on Operations to the IAS/IFRS separate
financial statements of Cairo Communication S.p.A. prepared by the Board of
Directors.

Milan, 5 April 2011

Statutory Auditors
Dott. Mauro Sala
Dott.ssa Maria Pia Maspes

Dott. Marco Moroni

The following page provides a list of the positions of administration and supervision
held by the members of the Board of Auditors in other companies as at 5 April 2010

(Annex pursuant to art. 144 quinquiedecies of the Issuers’ Regulations).



ANNEX TO THE REPORT OF THE BOARD OF AUDITORS OF CAlI RO COMMUNICATION SPA
DRAWN UP PURSUANT TO ART. 153 OF LEGISLATIVE DECREE 58/98

List of positions held in Companies as per Book V, Title V, Chapters V, VI and VIl of the Civil Code, as at the

issue date of the Report
(art. 144-quinquiesdecies Consob Regulations 11971/  99)

Company Name Position Until

N.

Dott. Mauro Sala (President of the Board of Auditor  s)

1 CAIRO COMMUNICATION SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2010

2 BICA SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2012
3 VALCORTE SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2011
4 FIM-FINANZIARIA-IMMOBILIARE-MOBILIARE SRL PRES. BOARD OF AUDITORS APP. F.S. 31/12/2012
5 CAIRO EDITORE SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2010
6 IMMOBILIARE BIXIO 4 SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2012
7 UT COMMUNICATIONS SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2010
8 AGAVE SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2010
9 CAIRO PUBBLICITA' SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2012
10 DIELLESEI SPA IN LIQUIDAZIONE PRES. BOARD OF AUDITORS APP. F.S. 31/12/2011
11 TORINO FOOTBALL CLUB SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2010
12 FINANZIARIA DEL GARDA SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
13 TRIXISRL STATUTORY AUDITOR APP. F.S. 31/12/2012
14 LOKVEN SRL STATUTORY AUDITOR APP. F.S. 31/12/2012
15 OLDOLON ITALIANA SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
16 TELLUS SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
17 TROCARDI SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
18 PALIO SPA STATUTORY AUDITOR APP. F.S. 31/12/2011
19 LANGHIRANESE PROSCIUTTI SRL STATUTORY AUDITOR APP. F.S. 31/12/2012
20 CISGEM SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
21 FLINA SPA STATUTORY AUDITOR APP. F.S. 31/12/2011
22 LIRIA SPA STATUTORY AUDITOR APP. F.S. 31/12/2010
23 LITUR SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
24 MICROCINEMA SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
25 AREA DUE SRL SOLE DIRECTOR TEMPO INDETERMINATO
26 AREA CONSULTING SRL SOLE DIRECTOR TEMPO INDETERMINATO
27 ZEDAR SERVIZI AZIENDALI SRL SOLE DIRECTOR APP. F.S. 31/12/2013
28 METALSA STAGNO SRL CHAIRMAN OF THE BOARD APP. F.S. 31/12/2012

Number of positions held in issuing companies 1

Total number of positions held 28



N.

Company Name

Position

Until

Dott.ssa Maria Pia Maspes (Statutory auditor)

1

CAMINETTI MONTEGRAPPA SRL

PRES. BOARD OF AUDITORS

APP. F.S. 31/12/2012

2 CAIRO COMMUNICATION SPA STATUTORY AUDITOR APP. F.S. 31/12/2010
3 CAIRO PUBBLICITA SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
4 DIELLESEI SPA IN LIQUIDAZIONE STATUTORY AUDITOR APP. F.S. 31/12/2011
5 G.B.HSPA STATUTORY AUDITOR APP. F.S. 31/12/2012
6 CAIRO EDITORE SPA STATUTORY AUDITOR APP. F.S. 31/12/2010
7 UT COMMUNICATIONS SPA STATUTORY AUDITOR APP. F.S. 31/12/2010
8 ALTO PARTNES SGR SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
9 ITALHOLDING SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
10 IMMOBILIARE ANDRONICA SPA STATUTORY AUDITOR APP. F.S. 31/12/2010
Number of positions held in issuing companies 1
10
Total number of positions held
N. Company Name Position Until

Dott. Marco Moroni (Statutory auditor)

1

© 00 N O U b~ W N

=
N P O

TEC ITALIA SRL

ASTON & COOPER SPA

CAIRO COMMUNICATION SPA

CAIRO EDITORE SPA

LOCAUTO SPA

LOCAUTO RENT SPA

WINE CAPITAL SPA

PUBLICITAS INTERNATIONAL SPA
ELETTRODELTA SPA IN LIQUIDAZIONE
BETFAIR ITALIA SRL

IMMOBILIARE CASA DI VIA ULPIANO SRL
REVICOM SRL

Number of positions held in issuing companies

Total number of positions held

STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR

PRES. BOARD OF AUDITORS
PRES. BOARD OF AUDITORS

CHAIRMAN OF THE BOARD

12

APP. F.S. 31/03/2013
APP. F.S. 31/12/2012
APP. F.S. 31/12/2010
APP. F.S. 31/12/2010
APP. F.S. 31/12/2012
APP. F.S. 31/12/2012
APP. F.S. 30/04/2012
APP. F.S. 31/12/2012
APP. F.S. 31/12/2011
APP. F.S. 31/12/2012
APP. F.S. 31/12/2012
UNTIL REVOCATION
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De I o I tte Deloitte & Touche S.p.A.

Via Tortona, 25
20144 Milano
Italia

Tel: +39 02 83322111
Fax: +39 02 83322112
www.deloitte.it

AUDITORS’ REPORT PURSUANT TO ART. 14 AND 16
OF LEGISLATIVE DECREE No. 39 OF JANUARY 27,2010

To the Shareholders of
CAIRO COMMUNICATION S.p.A.

1. We have audited the consolidated financial statements of Cairo Communication S.p.A. and its
subsidiaries the (“Cairo Communication Group”), which comprise the consolidated balance
sheet as of December 31, 2010, and the consolidated income statement, consolidated statement
of comprehensive income, statement of changes in consolidated equity and consolidated cash
flow statement for the year then ended, and a summary of significant accounting policies and
other explanatory notes. These consolidated financial statements prepared in accordance with
International Financial Reporting Standards as adopted by the European Union and the
requirements of national regulations issued pursuant to art. 9 of Italian Legislative Decree n°
38/2005 are the responsibility of the Company's Directors. Our responsibility is to express an
opinion on these consolidated 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. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by the Directors, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

For the opinion on the prior year’s consolidated financial statements, whose data are presented

for comparative purposes, reference should be made to our auditors’ report issued on April 6,
2010.

3. In our opinion, the consolidated financial statements give a true and fair view of the financial
position of the Cairo Communication Group as of December 31, 2010, and of the results of its
operations and its cash flows for the year then ended in accordance with International Financial
Reporting Standards as adopted by the European Union and the requirements of national
regulations issued pursuant to art. 9 of Italian Legislative Decree n°® 38/2005.

Ancona Bari Bergamo Bologna Brescia Cagliari Firenze Genova Milano Napoli Padova Parma Perugia
Roma Torino Treviso Verona

Sede legale: Via Tortona, 25 - 20144 Milano - Capitale Sociale: Euro 10.328.220,00 i.v.
Codice Fiscale/Registro delle Imprese Milano n. 03049560166 - R.E.A. Milano n. 1720239
Partita IVA: IT 03049560166

Member of Deloitte Touche Tohmatsu Limited



4. The Directors of Cairo Communication S.p.A. are responsible for the preparation of the report
on operations in accordance with the applicable laws. Our responsibility is to express an opinion
on the consistency of the annual report and of the specific section on corporate governance and
ownership structure with reference to the information reported in compliance with art. 123-bis
of Italian Legislative Decree n. 58/1998, paragraph 1, letters c), d), f), 1), m) and paragraph 2,
letter b) in the annual report on corporatc governance, with the consolidated financial
statements, as required by law. For this purpose, we have performed the procedures required
under Auditing Standard n. 001 issued by the Italian Accounting Profession (CNDCEC) and
recommended by CONSOB. In our opinion, the report on operations and the information
reported in compliance with art. 123-bis of Italian Legislative Decree n. 58/1998 paragraph 1,
letters c), d), f), 1), m) and paragraph 2, letter b) included in the specific section on corporate
governance and ownership structure are consistent with the consolidated financial statements of
Cairo Communication Group as of December, 31 2010.

DELOITTE & TOUCHE S.p.A.

Signed by
Giacomo Bellia
Partner

Milan, Italy
April 4,2011

This report has been translated into the English language solely for the convenience of international
readers.



Certification of the consolidated financial statements in accordance with art. 81-ter of

Consob regulation no. 11971 of May 14, 1999 and subsequent amendments and additions

1. We, the undersigned, Urbano Cairo, in my position of Chairman of the Board of Directors, and
Marco Pompignoli, in my position of Manager in charge of preparing corporate accounting
documents of Cairo Communication S.p.A., taking also account of provisions set forth by Art.
154 bis, subsections 3 and 4 of Italian Legislative Decree no. 58 of February 24, 1998, hereby
declare:

- the consistency with regard to the characteristics of the company and

- the actual application
of the administration and accounting procedures for the drafting of the financial statements over
2010.

2. It is also stated that:
2.1 the consolidated financial statements as at December 31, 2010:

- were drawn up pursuant to the applicable International Accounting Standards adopted by
the European Union pursuant to regulation (EC) no. 1606/2002 of the European Parliament
and Council of July 19, 2002;

- correspond to figures disclosed in the accounting books and records;

- supply a true and fair disclosure of the economic, financial and equity situation of the
companies included in the consolidation scope;
2.2 the Annual Report includes a reliable analysis of the performance and management result, as
well as the situation of the companies included in the consolidation scope, together with the
description of the major risks and uncertainties to which they are exposed.

March 10, 2011

The Chairman of the Board of Directors The Manager in charge of preparing corporate
accounting documents

(Urbano Roberto Cairo) (Marco Pompignoli)
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Income statement as at 31 December 2010

Notes Year ended Year ended
31 December 2010 31 December 2009
Net sales 1 137.472.305 131.583.700
Other operating revenues 2 528.493 216.968
Non-recurring income from Cairo-Telepiu arbitration 2 9.944.302 0
Costs for services 3 (128.587.898) (122.997.293)
Rental expenses 3 (627.532) (622.867)
Personnel costs 4 (2.468.951) (2.253.933)
Amortization, depreciation, write-downs and provisions 5 (221.842) (369.248)
Other operating costs 3 (255.923) (368.833)
Operating profit 15.782.954 5.188.494
Net financial income 6 236.767 498.150
Investment income 7 7.462.017 8.421.432
Pre-tax profit 23.481.738 14.108.076
Income tax 8 (5.515.766) (2.039.991)
Net profit from continuing operations 17.965.972 12.068.085
Net profit / (loss) from discontinued operations 9 (67.459) (128.271)
Profit for the year 17.898.513 11.939.814

Statement of comprehensive income as at 31 December 2010

Year ended
31 December 2010

Year ended
31 December 2009

Profit for the year 17.898.513 11.939.814
Profit (loss) from the evaluation of investments available for sale 12 (1.774.800) (428.400)
Total statement of comprehensive income for the year 16.123.713 11.511.414
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Balance sheet as at 31 December 2010

Assets Notes 31 December 2010 31 December 2009

Property, plant and equipment 10 351.258 446.479
Intangible assets 11 151.717 210.255
Investments 12 15.941.310 17.716.110
Subsidiary receivables 13 386.457 386.457
Other non-current financial assets 13 12.420 33.229
Deferred tax assets 14 905.363 1.282.365
Total non-current assets 17.748.525 20.074.895
Trade receivables 15 1.656.058 4.029.745
Parent company receivables 24 61.355 0
Subsidiary receivables 16 85.590.005 88.344.144
Miscellaneous receivables and other current assets 17 8.947.842 2.021.791
Marketable securities 18 78.543 7.621.595
Cash and cash equivalents 19 32.663.459 17.831.907
Total current assets 128.997.262 119.849.182
Assets held for sale 0 0
Total assets 146.745.787 139.924.077
Equity and liabilities 31 December 2010 31 December 2009

Share capital 20 4.073.857 4.073.857
Share premium reserve 20 49.782.318 53.358.209
Retained earnings 20 521.695 2.295.204
Other reserves 20 1.056.509 1.056.509
Treasury shares 20 (2.351.293) (2.351.293)
Net profit for the year 20 17.898.512 11.939.814
Total equity 70.981.598 70.372.300
Provision for retirement benefits and staff severance 21 667.996 595.078
Provisions for liabilities and charges 22 169.181 118.591
Total non-current liabilities 837.177 713.669
Trade payables 23 58.553.481 54.290.528
Parent company payables 24 2.781.404 385.446
Subsidiary payables 25 10.400.616 10.960.908
Tax liabilities 26 615.551 292.768
Other current liabilities 27 2.575.960 2.908.458
Total current liabilities 74.927.012 68.838.108
Liabilities held for sale or discontinued 0 0
Total liabilities 75.764.189 69.551.777
Total equity and liabilities 146.745.787 139.924.077
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Cash flow statement

€ thousands

Year ended
31 December 2010

Year ended
31 December 2009

CASH AND CASH EQUIVALENTS

OPERATING ACTIVITIES
Net profit

- non-recurring

Amortization

Investment write down

Net financial income
Income tax

- non-recurring

Net movement in provision for employee and retirement benefits

Net movement in provisions for liabilities and charges

Cash flow from operating activities before movements in working capital

(Increase) decrease in trade and other receivables
- non-recurring

Increase (decrease) in trade and other payables
(Increase) decrease in other assets

TOTAL CASH FLOW FROM OPERATING ACTIVITIES

Income tax paid
Financial charges paid

TOTAL NET CASH FROM OPERATING ACTIVITIES (A)
INVESTMENT ACTIVITIES

(Acquisition) net disposal in PPE and intangible assets
Interest and financial income received
Dividends received

Net increase in other non-current assets
NET CASH USED IN INVESTMENT ACTIVITIES (B)

FINANCING ACTIVITIES

Decrease (Increase) in restricted bank deposits

- non-recurring

(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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17.832 40.549
17.899 11.940
6.822 0
222 369

0 0
(7.699) (8.920)
5516 2.040
3.122 0
73 63

51 (6.699)
16.061 (1.206)
(1.860) (14.545)
(5.941) 0
5.766 (5.349)
0 0
19.968 (21.101)
(4.816) (2.163)
(78) (121)
15.074 (23.385)
(68) (67)
315 860
7.462 8.428
21 1
7.730 9.223
7.543 6.526
7543 0

0 372
(15.515) (15.452)
(7.972) (8.554)
14.831 (22.716)
32.663 17.832



Statement of change in equity

€ thousands

€ thousands
Balance as at 31 December 2007
Allocation of profit

Dividend distribution shareholders' meeting approval
of financial statements as at 30/09/2007

Purchase of treasury shares

Net profit for the year

Balance as at 31 December 2008
Allocation of profit

Dividend distribution shareholders' meeting approval
of financial statements as at 31/12/2008

Movements in treasury shares

Net profit for the year

Balance as at 31 December 2009
Allocation of profit

Dividend distribution shareholders' meeting approval
of financial statements as at 31/12/2009

Net profit for the year

Balance as at 31 December 2010

Share capital Share premium Retained earnings Other reserves Treasury shares Reserve of Net profit for the Equity
reserve investments year
available for sale
4.074 71.658 18.634 1.057 (2.186) 0 3.353 96.590
3.353 (3.353) 0
(14.692) (16.449) (31.141)
(1.007) (1.007)
9.499 9.499
4.074 56.966 5.538 1.057 (3.193) 0 9.499 73.941
9.499 (9.499) 0
(3.608) (11.844) (15.452)
(471) 842 371
(428) 11.940 11.512
4.074 53.358 2.722 1.057 (2.351) (428) 11.940 70.372
11.940 (11.940) 0
(3.575) (11.940) (15.515)
(1.775) 17.899 16.124
4.074 49.783 2.722 1.057 (2.351) (2.203) 17.899 70.981
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Income statement pursuant to Consob Resolution n. 15519 of 27 July 2006

Net sales

Other operating revenues

Non-recurring income from Cairo-Telepiu arbitration
Costs for services

Rental expenses

Personnel costs

Amortization, depreciation, write-downs and provisions
Other operating costs

Operating profit

Net financial income

Investment income

Pre-tax profit

Income tax

Net profit from continuing operations

Net profit / (loss) from discontinued operations

Net profit for the year

Year ended 31 related parties % of total Year ended 31 related parties % of total
December 2010 December 2009
*)
137.472.305 137.452.409 100,0% 131.583.700 131.535.360 100,0%
528.493 216.968
9.944.302 0
(128.587.898) (26.609.769) 20,7% (122.997.293) (27.790.094) 22,6%
(627.532) (622.867)
(2.468.951) (2.253.933)
(221.842) (47.299) 21,3% (369.248) (55.467) 15,0%
(255.923) (368.833)
15.782.954 5.188.494
236.767 18.001 7,6% 498.150 36.105 7,2%
7.462.017 7.462.017 100,0% 8.421.432 8.421.432 100,0%
23.481.738 14.108.076
(5.515.766) (2.039.991)
17.965.972 12.068.085
(67.459) (67.459) 100,0% (128.271) (128.271) 100,0%
17.898.513 11.939.814

(*) Related party transactions are analyzed in subsequent Note 29 of the Explanatory Notes
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Balance sheet pursuant to Consob Resolution no. 15519 of 27 July 2006

<«»

€
Assets 31 December 2010 related parties % of total 31 December 2009 related parties % of total
(W] )
Property, plant and equipment 351.258 49.124 14,0% 446.479 130.364 29,2%
Intangible assets 151.717 16.000 10,5% 210.255 24.000 114%
Investments 15.941.310 13.707.510 86,0% 17.716.110 13.707.510 774%
Subsidiary receivables 386.457 386.457 100,0% 386.457 386.457 100,0%
Non-current financial assets 12.420 33.229
Deferred tax assets 905.363 1.282.365
Total non-current assets 17.748.525 20.074.895
Trade receivables 1.656.058 103.800 6,3% 4.029.745
Parent company receivables 61.355 61.355 100,0% 0
Subsidiary receivables 85.590.005 85.590.005 100,0% 88.344.144 88.344.144 100,0%
Miscellaneous receivables and other current assets 8.947.842 2.021.791
Marketable securities 78.543 7.621.595
Cash and cash equivalents 32.663.459 17.831.907
Total current assets 128.997.262 119.849.182
Assets held for sale - _
Total assets 146.745.787 139.924.077
Net equity and liabilities 31 December 2009 31 December 2009
Share capital 4.073.857 4.073.857
Share premium reserve 49.782.318 53.358.209
Retained earnings 521.694 2.295.203
Other reserves 1.056.509 1.056.509
Treasury shares (2.351.293) (2.351.293)
Profit for the year 17.898.512 11.939.814
Total equity 70.981.598 70.372.300
Provision for retirement benefits and staff severance 667.996 595.078
Non-current borrowings 0 0
Provisions for liabilities and charges 169.181 169.181 100,0% 118.591 118.591 100,0%
Total non-current liabilities 837.177 713.669
Bank overdrafts 0 0
Trade payables 58.553.481 54.290.528
Parent company payables 2.781.404 2.781.404 100,0% 385.446 385.446 100,0%
Subsidiary payables 10.400.616 10.400.616 100,0% 10.960.908 10.960.908 100,0%
Tax liabilities 615.551 292.768
Other current liabilities 2.575.960 2.908.458
Total current liabilities 74.927.012 68.838.108
Liabilities held for sale or discontinued 0 0
Total liabilities 75.764.189 69.551.777
Total equity and liabilities 146.745.787 139.924.077

(*) Related party transactions are analyzed in subsequent Note 29 of the Explanatory Notes
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Cash flow statement pursuant to Consob Resolution no. 15519 of 27 July 2006

€ thousands Year ended
31 December 2010 related parties 31 December 2009 related parties

CASH AND CASH EQUIVALENTS 17.832 40.549
OPERATING ACTIVITIES
Net profit 17.899 118.207 11.940 112.019
Amortization 222 47 369 55
Investment write-down 0 0
Net financial income (7.699) 18 (8.920) (36)
Income tax 5.516 2.040
Net movement in provision for employee and retirement benefits 73 63
Net movement in provisions for liabilities and charges 51 51 (6.699) (6.699)
Cash flow from operating activities before movements in working capital 16.061 118.323 (1.206) 105.339
(Increase) decrease in trade and other receivables (1.860) 2.589 (14.545) (54.898)
Increase (decrease) in trade and other payables 5.766 1.836 (5.349) (14.274)
(Increase) decrease in other assets 0 0
TOTAL CASH FLOW FROM OPERATING ACTIVITIES 19.968 122.748 (21.100) 36.167
Income tax paid (4.816) (2.163)
Financial charges paid (78) (121)
NET CASH FLOW FROM OPERATING ACTIVITIES (A) 15.074 122.748 (23.385) 36.167
INVESTMENT ACTIVITIES
(Acquisitions) / net disposals in PPE and intangible assets (68) (67)
Interest and financial income received 315 860
Dividends received 7.462 7.462 8.428 8.428
(Purchase) disposal of investments 0 0 0 0
Net increase in other non-current assets 21 1
NET CASH USED IN INVESTMENT ACTIVITIES (B) 7.730 7.462 9.223 8.428
FINANCING ACTIVITIES
Decrease (Increase) in restricted bank deposits 7.543 6.526
(Purchase) disposal of treasury shares 0 372
Dividends paid (15.515) (15.452)
NET CASH USED IN FINANCING ACTIVITIES (C) (7.972) 0 (8.554) 0

0 0
NET CASH FLOW OF THE YEAR (A)+(B)+(C) 14.831 130.210 (22.716) 4459
CLOSING CASH AND CASH EQUIVALENTS 32.663 17.832
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EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR
ENDED 31 DECEMBER 2010

Main activities

Cairo Communication S.p.A. is a joint-stock company listed in the Business Register of Milan, Italy.
The Cairo Communication Group operates as a publisher of magazines and books (Cairo Editore -
and its division Editoriale Giorgio Mondadori — and Cairo Publishing), as a multimedia advertising
broker selling advertising time and space on television, in print media and in stadiums (Cairo
Communication and Cairo Pubblicita) and as an operator of Internet sites (Il Trovatore).

Company headquarters are at 56 Via Tucidide, Milan, Italy, home also to the company administrative
offices, advertising brokerage services and Il Trovatore. The publishing business is located at the
headquarters of Cairo Editore, at 55 Corso Magenta, Milan.

Figures are shown in thousands of Euro.

The financial statements of Cairo Communication S.p.A are prepared in euro (€), the currency of the
economy in which the company operates.

The income statement and the balance sheet are presented in euro, whilst the cash flow statement, the
statement of change in equity and the amounts in the explanatory notes are presented in thousands of
euro.

As Parent Company, Cairo Communication S.p.A has also prepared the consolidated financial

statements of the Cairo Communication Group as at 31 December 2010.

Basis of preparation

Structure, form and content of the financial statements

The financial statements of Cairo Communication S.p.A. as at 31 December 2010 have been prepared

in accordance with IFRS international accounting standards issued by the International Accounting

Standard Board (“IASB”) and approved by the European Union, as well as with the provisions

arising from art. 9 of Legislative Decree no. 38/2005. The term IFRS is used to mean all the

international accounting standards (“lAS™), and all the interpretations of the International Financial

Reporting Interpretations Committee (“IFRIC”), formerly the Standing Interpretations Committee

(“sic).

For completeness of information, the following appendices are supplied as an integral part of the

Explanatory Notes:

- Appendix no. 1: List of shareholdings pursuant to art. 2427, paragraph 5 of the Civil Code;

- Appendix nos. 2 and 3: Summary draft financial statements as at 31 December 2010 of
subsidiaries;

- Appendix nos. 4 and 5: Summary of the latest approved financial statements of subsidiaries.
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The main accounting principles adopted are unchanged to those used for the last financial year,

and are detailed below.

The financial statements are prepared on a going concern basis. The Company has evaluated that
even in the presence of a difficult economic and financial period, significant uncertainties do not exist
(as defined by paragraphs 25 and 26 of 1AS 1) related to the continuity of operations in terms of both
the profitability outlook of the Company and of the Group and of the organization of its capital

structure.

Presentation and layout of the financial statements

The Income Statement is presented according to costs by their nature, highlighting intermediate

operating results and pre-tax results, and, in order to allow a better measure of normal operating

management performance. Furthermore, cost and revenue components deriving from events or

transactions which by their nature or size are considered non-recurring, are also separately identified

in the notes.

These transactions can also be defined as such according to significant non-recurring events and

transactions by Consob Communication No. 6064293 of 28 July 2006, differing from the definition

of “atypical and/or unusual transactions” by the same Communication, which differs from the

definition of “atypical and/or unusual transactions” held in the in the same Communication, under

which atypical and/or unusual transactions are those which, owing to their significance/relevance,

nature of the counter-parties, object of the transaction, procedure to establish the transfer price and

timing of the event (proximity to year end), may give rise to doubts regarding accuracy and

completeness of the information in the financial statements, or to conflicts of interest, or to the

preservation of company equity, or to the protection of minority shareholders. The economic effect of

discontinued operations is shown in a single line of the income statement entitled “Net profit/loss

from discontinued operations”, according to IFRS 5.

The statement of comprehensive income also recognizes the “changes generated by transactions

with non-owners”- separately showing the relevant tax effects, that is:

- profit and loss that could be directly charged to equity (for instance, actuarial loss generated
by the evaluation of defined-benefit plans),

- the effects of the evaluation of derivative instruments hedging future cash flows,

- the effects of the evaluation of investments available for sale,

- the effects arising from any change in accounting standards.

The Balance Sheet is presented according to the allocation of assets and liabilities between current

and non-current, indicating, on two separate lines, “Assets intended for sale” and “Liabilities of
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operations to be sold or discontinued”, according to IFRS 5. Specifically, an asset or a liability is

classified as current when it satisfies one of the following criteria:

- it is expected to be realized or settled or it is expected 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 within 12 months of the date of year end.

Otherwise, the asset or liability is classified as non-current.

The Cash Flow Statement has been prepared applying the indirect method in which the operating

result is adjusted for the effect of transactions of a non-monetary nature, for whatever deferral or

accrual of previous or future operating receipts or payments and for elements of revenues or costs

connected to funding fluctuations derived from investment or financial activities. Income and

expenses relating to medium or long-term financial operations and those relating to hedging

instruments and dividends paid are included in financing activities.

The statement of change in equity shows the variations arising in equity relating to:

- allocation of profit for the year;

- amounts relating to transactions with owners (purchase and sale of treasury shares);

and separately income and expenses defined as ““variations generated by transactions with non-

owners”, also shown in the statement of comprehensive income.

For each significant item detailed in the above mentioned reports, reference is made to subsequent

notes in which relevant information is provided, with details also on composition and variations

versus the previous year.

Furthermore, it should be noted that in order to comply with Consob Resolution No. 15519 of 27 July

2006, “Report Formats”, in addition to the required formats, additional formats have been provided

on the statement of comprehensive income and balance sheet, showing material balances or related

party transactions separately for each balance sheet or income statement item.

Revenues and cost recognition

Revenues and costs and income and expenses are recognized according to their business nature and
on an accruals basis, specifically:

e Revenues are recorded according to the probability with which the company will enjoy their
economic benefits and in the extent to which their value can be reliably determined. Revenues are
stated net of any ultimate adjustments.

e Advertising revenues are recognized at the moment the advertisement is broadcast or published
or provision of services offered.

e Costs are recorded in the financial statements according to the same criteria for revenue

recognition on an accruals basis, and according to the prudence concept.
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e Interest payable and receivable are recorded on an accruals basis.

o Dividends are recognized only as from when the shareholders’ right to the dividend payment has
been established, and only when resulting from a profit distribution following the acquisition of the
investment; in the case, however, of a profit distribution prior to the acquisition of their relevant
shares, such dividends are treated as a reduction in the cost of the relevant shares.

e The rebilling of leasehold costs is recorded as a reduction in the cost to which they relate.

Taxes

Tax for the year corresponds to the sum of current and deferred taxes.

Current taxes are based upon taxable income for the year. Taxable income differs from net income
reported in the income statement because it excludes positive and negative items that will be taxable
or deductible in other periods and because it excludes tax free or tax deductible items.

Cairo Communication and its subsidiaries Cairo Editore S.p.A., Cairo Pubblicita S.p.A., Diellesei
S.p.A. in liquidation, Cairo Due S.r.l. and Cairo Publishing S.r.I. have adhered to the national tax
consolidation agreement of UT Communications S.p.A. pursuant to art. 117/129 of the Unified
Income Tax Act (TUIR).

The consolidation agreement, which regulates economic aspects pertaining to the sums deposited or
calculated against the advantages or disadvantages arising from the consolidated tax return, also
allows for any increased costs or decreased benefits incurred by the Company, by adhering to this
procedure, to be repaid by the Parent Company.

UT Communications S.p.A. acts as a consolidating company and determines a unique taxable base
for the group of companies that adheres to the national tax consolidation agreement, which thereby
benefits from the ability of compensating taxable profits with taxable losses in one tax return.

Each company that adheres to the national tax consolidation agreement transfers its taxable profit or
loss to the consolidating company - for any such taxable profit reported by a subsidiary, UT
Communications S.p.A. records a credit equal to the amount of IRES payable - for any such taxable
loss, reported by a subsidiary, UT Communications S.p.A. records a charge equal to IRES due on the
loss that has been contractually transferred to Group level.

Deferred financial liabilities are generally recognized for all taxable timing differences, while
deferred tax assets are recorded to the extent of the probability that there will be future taxable profits
which will allow for the utilization of the different deductible timing differences. Deferred taxes are
calculated on the basis of the tax rates that are foreseen will be in force at the moment of realization
of the asset or discharge of the liability, based on tax legislation in force at the date of the financial
statements. Where relevant, the effects of any changes in tax rate or tax legislation after the date of

the financial statements are disclosed in the notes. Deferred financial assets and liabilities are reported
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at their net value when there is a legal right to compensate current taxes payable and receivable and

when the taxes relate to the same taxation authority.

Employee termination benefit and severance pay provision

The nature of the provision for employee termination benefits and severance, mandatory for all Italian
companies according to art. 2120 of the Civil Code, is one of deferred remuneration and is directly
related to the employee’s length of service in the company, and to the employee’s actual
remuneration received during their period of service.

From 1 January 2007, the Finance Law and subsequent decrees have introduced important changes to
the nature of the provision for employee termination benefits and severance, including the
employee’s choice of where the retirement benefits or severance amount due to them should be
invested (into complimentary pension funds or into the “Treasury Fund” managed by INPS (the
Italian Social Security system). As a result, amounts due to INPS and amounts due to supplementary
pension funds are shown as “Defined Contribution Plans” whilst amounts invested in the employee
termination benefits and severance fund up to 31 December 2006, in accordance with 1AS 19,

maintain the description of “Defined Benefit Plans”.

Non-current assets

Intangible assets

Costs, including accessory costs incurred for the acquisition of non-physical resources are reported
among intangible assets when the cost is quantifiable and the asset is clearly identifiable and
controlled by the Company, and where the use of the asset will generate probable future benefits.
These are valued at their acquisition or production price, including related costs — in the extent to
which they are considered to have a finite life — and they are amortized to reflect their remaining
useful economic lives.

The amortization periods of intangible assets of various types are as follows:

Concessions, patents, licenses, trademarks 3to 5 years
and similar rights
(including application software licenses)

Custom application software 3to 5 years

The remaining useful life and the amortization criteria applied are reviewed on a regular basis and
where change is deemed necessary, the amortization rate is restated in accordance with the

“prospective” method.
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Property, plant and equipment

Property, plant and equipment (PPE) are recorded when their cost can be reliably determined and
when related future economic benefits can be enjoyed by the Company.

They are recorded at acquisition price or production cost, including directly associated expenses and
costs, plus the share of indirect costs which can reasonably attributed to the asset

These assets are systematically depreciated on a straight-line basis each year at rates consistent with

the economic and technical useful life of the asset. Depreciation rates applied are as follows:

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

The PPE depreciation rates are reduced by 50% during their first year of use, this percentage
representing the weighted average of the entry to use of new assets, on an annual basis. Depreciation
begins when the asset is ready for use.

The remaining useful lives and the depreciation criteria applied are reviewed on a regular basis and
where change is deemed necessary, the depreciation rate is restated in accordance with the
prospective method.

The remaining useful lives of assets are reviewed annually and if incremental maintenance or other
work has been carried out which changes the remaining useful life of the investment, these are
adjusted accordingly.

Incremental maintenance and other costs producing a significant and tangible increase in the
productive capacity or security of assets, or lengthening its remaining useful life, are capitalized and
depreciated. Ordinary maintenance costs are taken directly to the income statement.

Leasehold improvements are recorded as PPE assets, on the basis of the cost incurred. The
depreciation period corresponds to the lower of the remaining useful life of the asset and the duration

of the contract.

Decreases in value of PPE and intangible assets

At least once a year, the company reviews the book value of its tangible and intangible assets with an
indefinite useful life, and of its investments, to check for signs of any decrease in value, and
whenever there are potential signs of a decrease in value in PPE and intangible assets with a finite

useful life, in order to determine whether such assets may have suffered any decrease in value. When
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such signs are present, the book value of the asset is reduced to reflect its realizable value. The
realizable value of an asset is the greater of its fair value less sale costs, and its value in use. The fair
value of a listed investment is determined according to its market price. In the absence of market
values, or when the market value is not considered to be representative of the real value of the
investment, valuation estimates and methods are applied based on data which is in any case evident
on the market.

To determine an asset’s value in use, the Company calculates the present value of future estimated
cash flows, excluding taxes, by applying a pre-tax discount rate which reflects the current market
valuation including the time value of money and the specific risks inherent to the asset.

Excluding goodwill, when the loss in the value of an asset no longer applies or is reduced, the book
value of the asset is increased to the new estimated realizable value, which may not exceed the value

which would have been determined had no loss in value been recognized.

Investments

Subsidiaries and associates

Investments in subsidiaries and associates are recognized at cost and adjusted for any loss in value.
Any excess in value between the purchase price at the time of acquisition and the company’s share of
equity at current values is therefore included in the book value of the investment.

Investments in subsidiaries and associates are subject to impairment testing at least once a year, or
more frequently if deemed necessary. Whenever there is evidence that such investments have lost
value, this is reflected as a write down in the income statement. Should the company’s share of losses
in an investment exceed the book value of the investment, and the company is obliged to reflect those
losses, the value of the investment is written off and the share of any such losses is shown as a
provision in liabilities. Whenever a loss in value is reduced, this is recorded as a reinstatement of the

cost in the income statement.

Other investments (available for sale)
Other investments are measured at fair value at each year end.
Regarding measurement of investments available for sale, the directors have opted as impairment

indicators for the decline in fair value below cost of over 50%, or for a period exceeding 24 months.
Subsidiary and associate receivables

Non-income bearing loans made to subsidiaries and associates are recognized as non-current financial

assets.
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Current assets and liabilities

Receivables

Trade and other receivables are recorded at estimated net realizable value.

Investments

Investments are recognized and written off from the financial statements on the basis of their date of
acquisition and sale. They are initially valued at cost, including all direct expenses associated with
their acquisition. At the date of subsequent financial statements, investments that the Group is able to
and intends to keep until maturity (shares held until maturity) are reported at their amortized cost, net
of write-downs to reflect decrease in value.

Other investments which the Group does not intend to keep until maturity are classified as held for
sale or available for sale and are valued at the end of each period at their fair value. When
investments are held for sale, profits and losses derived from their fair value movements are taken to
the income statement for the period. When investments are available for sale, however, profits and
losses derived from their movements are taken to equity until they are sold or have decreased in
value. In this case the profits or losses previously disclosed in equity are taken to the income
statement for the period.

Valuations are regularly carried out to verify whether there is any objective evidence that an
investment, whether taken individually or as a group of investments, may have suffered a loss in
value. In the existence of such evidence the losses are recorded in the income statement for the

period.

Cash and cash equivalents
This item comprises cash, bank deposits which can be withdrawn on demand, and other short-term
high liquidity investments easily convertible to cash and not subject to risk of significant movements

in value.
Borrowings, bank loans and overdrafts
Borrowings, interest-bearing bank loans and bank overdrafts are recorded net of transaction costs,

and subsequently valued at amortized cost using the current interest rate method.

Trade payables

These are recorded at nominal value.
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Provisions for liabilities and charges

Provisions for liabilities and charges are recorded in the financial statements when the company has a
legal or implicit obligation resulting from a past event and for which a probability exists for the
fulfillment of that obligation. The provisions reflect the best estimate based on information currently
available to the Directors of the costs required to fulfill the obligation at the financial statements date,

and are shown at the present value when the effect is significant.

Treasury shares
Treasury shares are recorded as a reduction to equity. The effects of any subsequent transactions are

also recorded directly to equity.

Dividends paid
Dividends payable are recorded as a movement in equity in the year they are approved by the

Shareholders’ Meeting.

Use of estimates

The preparation of the financial statements and their related notes, in application of the IFRS
international accounting standards, requires that the Company carry out certain estimates and
assumptions which affect the value of assets and liabilities and the information relating to assets and
contingent liabilities at the financial statements date. The estimates and assumptions used are based
on experience and on other factors considered relevant. The final results could differ from these
estimates. The estimates mainly relate to provisions for risks relating to receivables, investment
valuations, amortization, asset write-downs, taxation, provisions for liabilities and charges, and
contingent liabilities.

The estimates and assumptions are reviewed regularly and the effects of each variation are recorded
in the income statement in the period in which the revision was made to the estimate. The effects of
such revisions are reflected in the periods on which they have effect, i.e. both in the current period,
and in future periods, if relevant.

In this context it should be noted that the uncertainty factors in the short and medium
economic term, which make it hard to predict a return to normal market conditions, have led
to the need to make assumptions regarding future performance which are influenced by significant
uncertainty, and the possibility of achieving results different from those estimated cannot be excluded
for the next year, and which could therefore require adjustments to be made to book values, even

significant adjustments, although these are obviously neither currently quantifiable nor foreseeable.
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The items most susceptible to these uncertainties are the provision for bad debts, inventory write-
downs, non-current assets (tangible and intangible assets and investments), pension funds and other
post-employment benefits, and deferred tax assets.

A summary follows of all critical valuation processes used and key assumptions made by
Management regarding the future in the process of applying accounting standards and that could have
a significant effect on values recorded in the consolidated financial statements and for which there is
a risk that significant adjustments to the book values of assets and liabilities could arise in the next

financial period.

Provision for bad debts

The provision for bad debts reflects Management’s estimate regarding the losses relating to the
portfolio of receivables due by end customers. The provision for bad debts is based on losses
expected by the Company, based upon past experience for similar receivables, current and past due
dates, losses and receipts arising from the careful monitoring of the quality of receivables and from
projections on market and economic conditions. The persisting uncertainty factors in the short and
medium economic term, along with the resulting credit squeeze, could result in a further deterioration
of the financial conditions of Company debtors compared to the worsening already considered in the

quantification of the provision for bad debts recorded in the financial statements.

Deferred tax assets

Deferred tax assets are recorded to the extent of the probability that there will be future taxable
profits which will allow for the utilization of the different deductible timing differences. The
realizable values of deferred tax assets is periodically reviewed in respect of future taxable income

foreseen in the Company's most recent plans.

Realizable values of non-current assets

Non-current assets include investments, property, plant and equipment, intangible assets, deferred tax
assets and other financial assets. Management periodically reviews the book values of non-current
assets held and used, and those of assets held for sale, as and when circumstances require such
revision. This is performed using the estimate of cash flows expected from the use or sale of the asset
and suitable discount rates to calculate the current value. In the absence of market prices or should the
Stock Market price not be considered representative of the real value of the investment, estimates and
valuations are however made based on data available on the market. When the book value of a non-
current asset has suffered a loss in value, the Company recognizes a write-down equal to the
difference between the greater of the book value of the asset and its realizable value from its use or

sale, as determined according to the Company’s most recent plans.
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For the preparation of the financial statements as at 31 December 2010, and in particular in the
performance of impairment tests on intangible and tangible assets, the different sectors of the Group
have taken into account the expected 2011 performance, whose assumptions and results are in line
with that disclosed in the section on “significant events following year end and management
outlook™. In addition, for financial periods subsequent to the plan, necessary adjustments have been
cautiously made to take account of the deep market changes resulting from the current economic and

financial crisis. The figures in this plan show no need for significant impairment.

Provisions for liabilities and charges

The provisions for liabilities and charges relating to potential liabilities of a legal or fiscal nature are
made on the basis of estimates made by the Directors on the basis of valuations made by the
Company’s counsels and fiscal advisors on the probable charge that can be reasonably expected to

fulfill the obligation.

Risk management

The main fiscal, legal and financial risks to which Cairo Communication S.p.A. is exposed, as well
as the policies put in place by Management for their management are explained in notes 28 and 30.
Reference is made to the Directors’ Report on Management regarding operational and business

risks.

Accounting standards, amendments and interpretations applied from 1 January 2010

The following accounting standards, amendments and interpretations were applied for the first time

by Cairo Communication starting from 1 January 2010:

- IAS 1 - Presentation of financial statements: the amendment requires a company to classify a
liability as current if it does not retain an unconditional right to postpone its settlement for at
least 12 months after the closing of the year, even in the presence of an option on the part of
the counterparty which could result in a settlement by means of the issue of equity
instruments.

- IAS 7 — Cash flow statement: the amendment requires that only cash flows deriving from
expenses resulting in the booking of assets within the financial position can be classified in
the cash flow statement as deriving from investment activities. Cash flows deriving from
expenses which do not result in the booking of an asset (such as promotional, advertising or
staff training costs) must be classified instead as deriving from operating activities.

- IAS 38 - Intangible assets: the revision of IFRS 3 in 2008 has established that the fair value
of an intangible asset acquired in a business combination can be measured reliably if it is

separable or has arisen from contractual or legal rights. IAS 38 was subsequently amended to
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recognize this change to IFRS 3. The amendment in question has also clarified the techniques
commonly used to measure the fair value of intangible assets that have no reference to an
active market; in particular, such techniques include, as an alternative, the estimate of
discounted net cash flows originated from the asset, the estimate of costs saved by the
company by owning the asset and by not having to license it from another party, or the costs
required to recreate or replace it (as in the cost method).

The following amendments and interpretations, applicable as from 1 January 2010, were considered

irrelevant for Cairo Communication as they regard circumstances that do not apply as at the date of

the current financial statements:

- IFRIC 17 — Distribution of non-cash assets, issued on November 27, 2008;

- IFRIC 18 — Transfers of assets from customers, issued on 29 January 2009;

- Amendments to IAS 28 — Investments in associates and to 1AS 31 — Investments in joint
ventures, following the changes made to 1AS 27, issued on 10 January 2008.

- Amendment to IFRS 2 — Share-based payments: issued on 16 April 2009;

- Amendment to IAS 17 — Leasing, issued on 16 April 2009;

- Amendment to IFRIC 9 — Reassessment of embedded derivatives and to 1AS 39 - Financial
instruments, issued on 12 March 2009;

- Amendment to IFRS 2 — Share-based payments: Group cash-settled share-based payment
transactions, issued in June 2009;

- Improvement to IAS 39 — Financial instruments: recognition and measurement;

Accounting standards, amendments and interpretations yet to apply and not adopted early by

Cairo Communication

On 4 November 2009, IASB issued a revised version of IAS 24 — Related party disclosures,
simplifying the nature of information required for transactions with government-controlled related
parties and clarifies the definition of related parties. The standard is applicable as from 1 January
2011.

On 12 November 2009, IASB published the IFRS 9 — Financial instruments on the recognition and
measurement of financial assets applicable as from 1 January 2013, amended on 28 October 2010.
The publication is the opening part of a process that aims to overhaul IAS 39. The new standard uses
a single approach and is based on how a company manages its financial instruments and the contract
cash flows of the financial assets to determine the measurement methodology replacing IAS 39. For
financial liabilities, instead, the main change made regards accounting of fair value changes of a
financial liability designated as financial liability measured at fair value in profit and loss, in the

event these are attributable to changes in the credit risk of the liability. Based on this new principle,
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the changes must be presented in other comprehensive income. As at the date of the present financial

statements, the relevant EU bodies have yet to complete the harmonization process for its application.

On 6 May 2010, IASB issued a series of changes to the IFRS (“improvements”) applicable as from 1
January 2011; the following are those indicated by IASB as variations involving changes in the
presentation, recognition and measurement of items, segregating those that will involve mere changes
in terminology or editorial changes with a minimum accounting effect, or those that affect standards
or interpretations that are not applied by Cairo Communication

e IFRS 7 - Financial instruments: improved disclosure: the changes emphasize interaction
between qualitative and quantitative disclosures required by the principle regarding the
nature and extent of risks arising from financial instruments. This should help users of
financial statements to evaluate an entity’s exposure to risks to financial instruments.
Disclosure has been deleted for financial assets past due which have been renegotiated or
impaired and for information regarding the fair value of collaterals.

e IAS 1 - Presentation of financial statements: the change requires an entity to provide a
reconciliation of changes in each component of equity in the notes to the financial statements
or in the financial statements.

The changes are expected to come into effect from financial years starting from 1 January 2011. As at
the date of the present financial statements, the relevant EU bodies have yet to complete the

harmonization process for application of the amendments.

On 7 October 2010, IASB issued several amendments to principle IFRS 7 — Financial instruments:
improved disclosure, to be applied for financial periods starting from or after 1 July 2011. The
amendments were issued to improve the understanding of transfers of financial assets and the
possible effects arising from risks associated with the continuing involvement of the entity that has
transferred such assets. The amendments require further information in the event a disproportionate
amount of transfer transactions is undertaken around the end of the year. As at the date of the present
financial statements, the relevant EU bodies have yet to complete the harmonization process for

application of the amendments.

The following amendments and interpretations, not yet applicable, are deemed irrelevant for Cairo

Communication as they govern circumstances that do not appear as at the date of the present financial
statements:
- Amendment to IAS 32 - Financial instruments: Presentation issued on 8 October 2009 and

applicable retrospectively as from 1 January 2011;

161



- IFRIC 14 — Prepayments of a minimum funding requirement, issued on 26 November 2009,

applicable as from 1 January 2011;

- IFRIC 19 - Extinguishing financial liabilities with equity instruments, issued on 26

November 2009, applicable as from 1 January 2011.

NOTES TO THE INCOME STATEMENT

1. Net sales

Net sales were Euro 137,472 thousand (Euro 131,584 thousand as at 31 December 2009). Their

composition, versus 2009, is shown below:

Net sales 31/12/10 31/12/09

(€ thousands)

Print media advertising space sales 45 46
Cairo Pubblicita TV sub-concession 104,638 97,700
Cairo Pubblicita print media sub-concession 28,381 29,600
Cairo Pubblicita Web sub-concession 819 686
Internet advertising - 2
Group services 3,502 3,502
Other sales to associates 87 48
Gross revenues 137,472 131,584

Sales are realized exclusively in Italy and an analysis by geographic region is pointless.

In 2010, sales sub-concession fees by Cairo Pubblicita S.p.A.:

- for TV advertising sales, amounting to Euro 104,638 thousand.

- print media advertising sales, amounting to Euro 28,381 thousand.
- Internet advertising sales, amounting to Euro 819 thousand.

In 2010 Cairo Pubblicita continued to operate on behalf of Cairo Communication under a sub-
concession agreement for advertising sales in print media (magazines of Cairo Editore/Editoriale
Giorgio Mondadori and Editoriale Genesis), on TV (La7, La7d and Cartoon Network, Boomerang
and CNN theme channels) and the Internet, invoicing customers directly and crediting Cairo

Communication with a share of these revenues.

Other sales to associates (Euro 87 thousand) relate to administrative services provided to Torino FC

S.p.A,, related in that it is ultimately controlled by UT Communications S.p.A.
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Apart from providing advertising services, the Cairo Communication also provides services in
administration, auditing, financial analysis, debt management and collection and marketing, to other
Group companies. Such services are subject to contracts which are revised annually. Sales to Group
companies deriving from these activities during the period were as follows:

Group services 31/12/10 31/12/09

(€ 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

2. Other operating revenues and non-recurring income from Cairo-Telepiu

arbitration

Other operating revenues

Other operating revenues were Euro 528 thousand (Euro 217 thousand as at 31 December 2009)
and can be analyzed as follows:

Other operating revenues 31/12/10 31/12/09

(€ thousands)

Other revenues 1 149
Contingent assets 527 68
Total 528 217

Non-recurring income from Cairo-Telepiu arbitration

In 2010, under the arbitration award issued on 27 January 2010, the 10-year advertising concession
contract signed in May 1998 between Cairo TV and Telepiu S.r.l. was terminated through act and
default of Telepiu. Telepiu was ordered to pay damages to Cairo Communication (as acquirer of
Cairo TV) for the amount of Euro 11.7 million (the award also acknowledged payment of Euro 1
million for damages to Telepiu), as well as approximately Euro 0.8 million for defence and
arbitration costs.

The outcome of the arbitration benefited the consolidated income statement of the year, netted
against those assets related to the Telepiu-Cairo TV advertising concession contract entered in the
financial statements as at 31 December 2009, specifically, other receivables of approximately Euro
1.6 million, referable to the Telepiu’s share of loss accrued on receivables from advertising clients,
under the advertising concession contract (which provided for a share of loss to be debited to
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Telepit) the amount of which was absorbed in the damages liquidated to Cairo as a result of the
arbitration.

3. Costs for services, rental expenses and other operating costs
Costs for services were Euro 128,588 thousand (Euro 122,997 thousand as at 31 December
2009). Such costs are detailed as follows, versus 2009:

Costs for services 31/12/10 31/12/09

(€ thousands)

Publishers’ fees 27,440 28,570
TV publishing fees 97,158 90,588
Web publishing fees 747 649
EGM license fees - 150
Consultancy and collaborations 697 742
Cairo Communication Board of Directors’ compensation 1,057 481
Cairo Communication Board of Auditors’ compensation 58 58
Other administration and general expenses 1,431

Technical expenses - 4
Total 128,588 122,997

In 2010 costs for “TV publishers’ fees” increased parallel to the growth of TV advertising revenues.

- Costs for services include:

- the share of revenues due to Cairo Editore under the advertising concession contract on its
publications (“For Men Magazine”, “Natural Style”, “Settimanale DIPIU’”, “DIPIU* TV”
and weekly supplements “Settimanale DIPIU’ e DIPIU’TV Cucina” and “Settimanale
DIPIU’ e DIPIU’TV Stellare”, “Diva e Donna” and “TV Mia”) and of its division Editoriale
Giorgio Mondadori (Bell’Italia”, “Bell’Europa”, “In Viaggio”, “Airone”, “Gardenia”, “Arte”
and “Antiquariato”), amounting to Euro 26,298 thousand,

- the share of revenues due to Cairo Publishing under the advertising concession contract on
“Catalogo di Arte Moderna” (CAM), amounting to Euro 204 thousand.

Rental services amounted to Euro 628 thousand (Euro 623 thousand as at 31 December 2009) and
refer mainly to rental fees paid for property and fees for the hire of office equipment.
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Other operating expenses amounted to Euro 256 thousand (Euro 369 thousand as at 31 December
2009) and refer to contingent liabilities of Euro 148 thousand and other expenses of Euro 108

thousand.

4. Personnel costs

These can be analyzed as follows:

Personnel costs 31/12/10 31/12/09

(€ thousands)

Wages and salaries 1,728 1,585
Social security 648 585
Other costs 2 4
Provision for retirement benefits 91 80
Total 2,469 2,254
5. Amortization, depreciation, write-downs and provisions
These can be analyzed as follows:

Amortization, depreciation, write-downs and provisions 81712110 81/12/09

(€ thousands)

Intangible assets amortization 93 218
Property, plant and equipment depreciation 129 151
Total 222 369
6. Net financial income
Net financial income amounted to Euro 236 thousand and is broken down as follows:

Net financial income 31/12/10 31/12/09

(€ thousands)

Bank and deposit interest income 287 518
Other 8 21
Interest due from Cairo Editore 16 78
Interest due from Cairo Publishing 2 2
Total financial income 313 619
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31/12/10 31/12/09
Bank interest payable 0 0
Other interest payable (77) (76)
Interest payable to Immobiledit 0 (45)
Investment write-downs 0 0
Total financial expenses (77) (121)
Net financial expenses 236 498

Interest receivable from Cairo Editore is due on the installment payments made by this company for
its purchase of Editoriale Giorgio Mondadori during the 2004/2005 financial year (merged by
incorporation in 2009), fully settled in 2010.

7. Investment income and expense

This item mainly includes dividends received during the year from subsidiaries Cairo Pubblicita
S.p.A. (Euro 713 thousand) and Cairo Editore S.p.A. (Euro 6,751 thousand).
As at 31 December 2009, the item mainly included dividends received from subsidiaries Cairo
Pubblicita S.p.A. (Euro 1,770 thousand) and Cairo Editore S.p.A. (Euro 6,653 thousand).

* *

8. Income tax
Income tax for the year amounted to Euro 5,516 thousand. According to the relevant accounting
standard, it should be noted that the amount related to deferred tax assets is due to expenses whose

fiscal deductibility is deferred, as part of the income tax accrual.

Tax 31/12/10 31/12/09
(€ thousands)

Current tax

- Ires 4,405 1,731
- Irap 734 290
Deferred tax assets 377 19
Total 5,516 2,040

The reconciliation of tax liabilities and theoretical income tax can be analyzed as follows:
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31/12/10 31/12/09
Pre-tax profit 23,415 13,980
Theoretical income tax (27.5%) 6,439 3,844
Tax effect of dividends received (1,950) (2,202)
Tax effect of other permanent differences 293 108
Irap 734 290
5,516 2,040

Income tax for the year
For a clearer understanding of the reconciliation of tax liabilities and theoretical income tax charge,

IRAP has not been taken into account as this is not based on profit before tax, and this would
generate a distorting effect between one year and the other. However, the theoretical income tax
charge has been calculated using the IRES income tax rate in force as at 31 December 2010, equal to
27.5%.

* k% %

9. Net profit / (loss) from discontinued operations

This includes the allocation of Euro 67 thousand for the loss recorded during the year by the
subsidiary Diellesei S.p.A. in liquidation.

NOTES TO THE BALANCE SHEET

10. Property, plant and equipment

As at 31 December 2010, this item amounted to Euro 351 thousand, down Euro 95 thousand versus
31 December 2009. Movements can be broken down as follows:

Description At cost Revaluatio Provision for Net value Net change Net value
(€ thousand) n depreciation  31/12/2009 31/12/2010
Motor vehicles
343 0 (250) 93 (37) 56
Plant (various) 67 0 (64) 3 3) 0
Furniture and fittings 394 0 (164) 160 1 161
Communication
equipment 70 0 (53) 17 9) 8
Electronic office 914 0 (772) 142 (32) 110
equipment
Equipment (various) 124 0 (118) 6 %) 4
Mobile phones
18 0 (14) 4 0 4
Leasehold
improvements 192 0 (171) 21 (13) 8
Total other assets 2,052 0 (1,606) 446 (95) 351
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The net change in the period is broken down as follows:

Description Additions/ Depreciation on Depreciation Net change
(€ thousand) (Disposals) Additions/
(Disposals)

Motor vehicles 0 0 (37) (37)
Plant (various) 0 0 3) ?3)
Furniture and fittings 13 0 (12) 1
Communication equipment 0 0 9) 9)
Electronic office 33 0 (65) (32)
equipment
Equipment (various) 0 0 2 2)
Mobile phones 1 0 Q) 0
Leasehold improvements 0 0 (13) (13)
Total 47 0 (142) (95)

Tangible assets have not been subject to revaluation.

Property, plant and equipment also includes leasehold improvement costs depreciated over the

lifetime of the lease contract.

11. Intangible assets

As at 31 December 2010, intangible assets amounted to Euro 152 thousand, decreasing by Euro 59
thousand versus 31 December 2009. Movements in intangible assets during the period are as

follows:
Description At cost Provision for Net value Net change Net value as at
(€ thousands) amortization  as at 31/12/2009 31/12/2010
EGM license contract
780 (780) 0 0 0
Software
2,298 (2,112) 186 (51) 135
Total concessions, licenses and
brands
3,078 (2,892) 186 (51) 135
Multi-year financial expenses
116 (116) 0 0 0
Website design costs
169 (145) 24 (8) 16
Total other assets
285 (261) 24 (8) 16
Total intangible assets 3,363 (3,153) 210 (59) 152

The net change in the year is broken down as follows:
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Description Additions Disposals Amortization Net change
(€ thousands)
Software 21 0 (72) (51)
Total concessions, licenses and brands 21 0 (72) (51)
Website design costs 0 0 (8) (8)
Total intangible assets 21 0 (80) (59)

Website design costs include the residual amount (Euro 16 thousand) on the cost charged in 2007

by the subsidiary Il Trovatore.

Expenses incurred for procedures and programmes are amortized over a period between 3 and 5

financial years.

12. Investments

e Investments in subsidiaries and other companies

As at 31 December 2010, investments amounted to Euro 15,941 thousand, down Euro 1,775
thousand versus 31 December 2009

Description Net value as at Increases Effects of fair Net value as at
(€ thousands) 31/12/2009 value 31/12/2010
measurement

Diellesei S.p.A. in liquidation 0 - 0
Cairo Sport S.r.l. 10 - 10
Cairo Due S.r.l. (former Cairo Web 132 - 132
S.rl)

Il Trovatore S.r.l. 357 - 357
Cairo Editore S.p.A. 6,273 - 6,273
Cairo Publishing S.r.I. 1,595 - 1,595
Cairo Pubblicita S.p.A. 5,340 - 5,340
Total subsidiaries 13,707 - 13,707
Dmail Group 4,009 (1,775) 2,234
Total other companies 4,009 (1,775) 2,234
Total investments 17,716 (1,775) 15,941

169



Subsidiaries
In 2010, the liguidation of the subsidiary Diellesei S.p.A. continued, which generated a net loss of
Euro 67 thousand.

Annex 2 details the information required by paragraph V of art. 2427 of the Civil Code. Information
as at 31 December 2010 is derived from the draft financial statements approved by the Board of
Directors of each direct and/or indirect subsidiary.

For more complete information, a comparison between the book value in the financial statements
and the value derived from the application of the equity method is provided for each investment in
the following table.

Description Equity Ownershi  Value with the equity Financial Difference
31/12/2010 (*) p % method (*) statements book
(@) value
(a-b)
(b)

Cairo Editore S.p.A. 99.95% 21,632 6,273 15,359
Cairo Due S.r.l. 100% 93 132 (39)
Il Trovatore S.r.l. 80% 193 357 (164)
Cairo Pubblicita S.p.A. 100% 8,539 5,340 3,199
Diellesei S.p.A. in 60% (170) (170) 0
liquidation

Cairo Publishing S.r.1. 100% 317 1,595 (1,278)
Cairo Sport S.r.l. 100% 10 10 0

(*)Values determined with IAS/IFRS accounting standards

The book values of the investments in Cairo Due S.r.1., Il Trovatore S.r.l. and Cairo Publishing S.r.1.
are greater than their equity method valuations by Euro 39 thousand, Euro 164 thousand and Euro
1,278 thousand, respectively.

These values have undergone impairment tests to evaluate any potential existence of loss of value
compared to their realizable values, as defined by their useful value, being the current value of their
cash flow, estimated according to their expected results according to the most recent corporate
budget and plans. The above mentioned tests have not identified a need to determine the financial
statements book value of the investments, particularly as for Cairo Editore and Cairo Pubblicita,
whose book value is covered in cash flow expected 2011 alone.

The main assumptions for the calculation of the useful values are as follows:

o three-year budget period,
o a growth rate of 1% to extrapolate the cash flows beyond the current budget period,
o a weighted average cost of capital (wacc) of 10.5% considered consistent with the

company’s industry.
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None of the above cases determined the need for value adjustments.

The company prepares the consolidated financial statements of the Group which, taking account of
the investments held, is an essential document to ensure a complete understanding of the activities
of the Group and of its investments.

Other companies

Investments in associates amounted to Euro 2,234 thousand (Euro 4,009 thousand as at 31
December 2009) referring to 765,000 shares in the listed company Dmail Group S.p.A., equivalent
to 10% of its share capital.

As at 31 December 2010, the investment was written down to adjust the book value to the fair
value, corresponding to the share’s Stock Exchange price as at that date (Euro 2.92 per share),
offset in equity for a total of Euro 1,775 thousand, an amount also recognized as an item in the
statement of comprehensive income and classified as loss from impairment of investments available
for sale.

The investment in Dmail Group is a financial instrument listed on a regulated market, therefore of
hierarchical level 1.

* * *

13. Subsidiary receivables and other non-current financial assets

e Subsidiary receivables

The item refers to a non-interest bearing shareholder loan made to the subsidiary Cairo Due S.r.l.,
amounting to Euro 386 thousand (Euro 386 thousand as at 31 December 2009).

¢ Non-current financial assets

As at 31 December 2010, non-current financial assets - mainly security deposits - amounted
to Euro 12 thousand (Euro 33 thousand as at 31 December 2009).
* ok
14. Prepaid tax assets
As at 31 December 2010, prepaid tax assets amounted to Euro 905 thousand (Euro 1,282 thousand

as at 31 December 2009). These assets can be analyzed as follows:
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31/12/10 31/12/09

Prepaid tax assets Timing Tax effect Timing differences Tax effect
(€ thousands) differences
Provision for bad debts taxed 2,681 737 4,619 1,270
Entertainment expenses deductible in future
years 1 1 8 2
Other timing differences

606 167 31 10
Total prepaid tax assets 3,288 905 4,658 1.282

Prepaid tax assets relate to the recognition, in the financial statements as at 31 December 2010, of
deferred tax assets on the timing differences between the values of assets and liabilities reported in
the financial statements and their tax values.

Prepaid tax assets are recorded to the extent they are considered recoverable depending on the
presence of future taxable profits in which timing differences will be reversed. Management
periodically reviews the estimates underlying the recoverability of these amounts.

15. Trade receivables
Trade receivables due from customers amounted to Euro 1,656 thousand, down Euro 2,374 thousand

versus 31 December 2009. These are broken down as follows:

Trade receivables 31/12/10 31/12/09 Change
(€ thousands)

Trade receivables 4,288 8,599 (4,311)
Provision for bad debts (2,632) (4,569) 1,937
Total trade receivables 1,656 4,030 (2,374)

Since 2009, Cairo Communication has operated on the advertising sales market on a sub-concession
basis with subsidiary Cairo Pubblicita, which invoices directly to its clients and returns a share of the
revenues to its parent company. Current receivables arising deriving from this activity accrue from
the subsidiary.

The ageing of trade receivables by due date is as follows:
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31 December 2010 Current Due Due Due between  Due more Total
(€ thousands) between 30 between 61 91 and 180 than 180

and 60 days and 90 days days days
Trade receivables 129 0 0 272 3,887 4,288
Provision for bad debts 0 0 0 (23) (2,609) (2,632)
Trade receivables 129 0 0 249 1,278 1,656
31 December 2009 Current Due Due Due between  Due more Total
(€ thousands) between 30 between 61 91 and 180 than 180

and 60 days and 90 days days days
Trade receivables 256 0 39 101 8.203 8.599
Provision for bad debts (5) 0 Q 3 (4,560) (4,569)
Trade receivables 251 0 38 98 3,643 4,030

Trade receivables are reflected net of the provision for bad debts that has been determined taking
account of both specific collection risks and general market collection risks. This allowance also
takes into account the allocation to the Company’s media clients of a percentage of losses on
receivables, equal to the percentage of sales revenues allocated, pursuant to advertising space sales
contracts signed between the two parties. The provision for bad debts therefore represents the share
of potential losses on receivables on advertising space sales.

16. Subsidiary receivables

Subsidiary receivables amounted to Euro 85,590 thousand, down Euro 2,754 thousand versus 31
December 2009. Receivables from subsidiaries include:

Subsidiary receivables 31/12/10 31/12/09

(€ thousands)

Cairo Due S.r.l. 58 58
Cairo Editore S.p.A. 2,893 8,361
Il Trovatore S.r.1. 285 259
Diellesei S.p.A. in liquidation - 4
Cairo Publishing S.r.I. 233 215
Cairo Pubblicita S.p.A. 82,121 79,447
Total subsidiary receivables 85,590 88,344
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Receivables from Cairo Pubblicita S.p.A. (Euro 79,950 thousand as at 31 December 2010) are
mainly receivables on the sub-concession contracts for print, TV and Internet advertising sales.
The other trade receivables from Cairo Pubblicita S.p.A., as receivables from subsidiaries Il
Trovatore S.r.l. and Cairo Due S.r.l. are mainly referable to centralized services provided by Cairo
Communication S.p.A to the other Group companies. These services are provided through annual
contracts renewable year by year.
Receivables from Cairo Editore S.p.A. refer mainly to the return on the percentage of loss from
receivables, in accordance with the current advertising concession contract, and to the above-
mentioned centralized services.
As at 31 December 2009, receivables from Cairo Editore S.p.A. also included Euro 3,360 thousand,
being the residual receivables from the unpaid sale price for the sale to Cairo Editore S.p.A. of
Editoriale Giorgio Mondadori S.p.A., settled in September 2010.

.*.*.
17. Miscellaneous receivables and other current assets
These amount to Euro 8,948 thousand, up Euro 6,926 thousand versus 31 December 2009 and can

be analyzed as follows:

Miscellaneous receivables and other current 31/12/10 31/12/09 Change
assets

(€ thousands)

Withholding taxes receivable from the State 0 53 (53)

Publishing receivables 0 0 0

Third-party receivables 8,613 1,766 6,847

Accrued income and prepaid expenses 335 203 132

Total miscellaneous receivables and other 8,948 2,022 6,926

current assets

Withholding and prepaid taxes are taken as a deduction from the payment of taxes to relevant
authorities.

Third-party receivables include Euro 7.5 million, the credit balance from Telepiu arising from the
foregoing arbitration award, which Telepiu offset with the restricted deposit mentioned below in
Note 18 “Marketable securities”, for grounds which Cairo has challenged in court. Telepiu has
claimed to offset its liability by means of the deposit up to the amount, with receivables from
invoices issued following the circumstances that took place after the termination of the concession
contract, receivables challenged by Cairo which has kept the relevant liability recorded in the
balance sheet (Euro 6.9 million).

As at 31 December 2009, third-party receivables included approximately Eurol.6 million referable
to the Telepiu’s share of loss accrued on receivables from advertising clients, under the advertising
concession contract (which provided for a share of loss to be debited to Telepit) the amount of
which was absorbed in the damages liquidated to Cairo as a result of the arbitration.
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Accrued income and prepaid expenses amounted to Euro 335 thousand, up Euro 132 thousand
versus 31 December 20009.

18. Marketable securities

The item can be analyzed as follows:

Marketable securities 31/12/10 31/12/09 Change

Restricted bank deposits i 7543 (7,543)
Other current financial assets 78 78 i
Total marketable securities 78 7,621 (7,543)

As at 31 December 2009, restricted bank deposits included cash deposited in a current account held
jointly with Telepiu S.r.l. (Euro 7,543 thousand including interest accrued), subject to a pending
arbitration award between Cairo Communication and Telepiu, according to the terms provided for
in the agreement when the account was opened. Following the award issued on 27 January 2010,
the deposit was released to Cairo Communication. Telepiu offsets it entirely against the damages
settled by the Arbitration Board on grounds challenged by Cairo Communication in court in July
2010.

19. Cash and cash equivalents
Cash and cash equivalents amounted to Euro 32,663 thousand, up Euro 14,831 thousand
versus 2009. The item can be broken down as follows:

Cash and cash equivalents 31/12/10 31/12/09 Change

(€ thousands)

Bank and postal deposits 32,660 17,827 14,833
Cash and cash equivalents 3 5 2
Total 32,663 17,832 14,831

Cash management continues to be managed prudently, and is mainly carried out through the
investment in deposits remunerated at interbank rates.

The net financial position of Cairo Communication S.p.A. as at 31 December 2010, compared with
the position as at 31 December 2009, can be summarized as follows:
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(€ thousands) 31/12/2010 31/12/2009 Change
Cash and cash equivalents 32,663 17,832 14,831
Restricted current account jointly held with Telepiu - 7,543 (7,543)
Current fixed deposits - - -
Marketable securities 79 79 -
Total 32,742 25,454 7,288
Payables to subsidiaries

Total 32,742 25,454 7,288

In the cash flow statement, “net final cash and cash equivalents” does not include current financial
assets of Euro 79 thousand.

20. Equity
Equity as at 31 December 2010 was Euro 70,982 thousand, up Euro 610 thousand versus 31

December 2009, for the distribution of dividends approved by the Shareholders’ Meeting (Euro
15,515 thousand), to profit for the year and to the fair value measurement of assets available for sale
(Euro 1,775 thousand).

The Shareholders’ Meeting of 28 April 2010 approved the distribution of a dividend of Euro 0.2 per
share, including income tax, with detachment date (coupon n. 2 post-split) on 10 May 2010, for a
total of Euro 15.515 thousand.

Share capital
The share capital as at 31 December 2010 was Euro 4,074 thousand, fully paid and subscribed,

comprising 78,343,400 ordinary shares to which no nominal value is attributed.

According to the bylaws the shares are registered, indivisible and freely transferable. They are
without requirements of representation, legitimization, circulation of the company investment
required for securities traded on regulated markets.

Each share has the right to a proportion of the profit which has been approved for distribution and
to a portion of the equity on liquidation and also has the right to vote, without limits as defined by
the Law.

No securities having special rights of control have been issued.

No financial instruments have been issued attributing the right to subscribe to newly-issued shares.
No share incentive plans are foreseen involving share capital increases, even on a freely allocated
basis.

The reconciliation between the number of shares in circulation as at 31 December 2010 and those in
circulation as at 31 December 2009 is as follows:
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31/12/2009 Purchase of Disposal of 31/12/2010

treasury shares treasury shares

Ordinary shares issued 78,343,400 - - 78,343,400
Less: treasury shares (771,326) - - (771,326)
Ordinary shares in circulation 77,572,074 - - 77,572,074

Share premium reserve

As at 31 December 2010, the share premium reserve amounted to Euro 49,782 thousand.

Profit from previous years

As at 31 December 2010, the balance showed a positive Euro 522 thousand. The item includes the
first time adoption reserve of IAS, which ended with a negative Euro 1,313 thousand.

Profits from previous years 31/12/2010 31/12/2009

(€ thousands)

Profits from previous years 1.685 1.685
Profits from previous years — first time adoption reserve (1,313) (1,313)
Reserve for treasury share buyback 2,351 2,351
Reserve for investments available for sale (2,203) (428)
Total 520 2,295

The reserve for the purchase of treasury shares is restricted by law (art. 2357-ter of the Civil Code).

Other reserves
As at 31 December 2010, other reserves, amounting to Euro 1,057 thousand, unchanged versus the
prior year, are broken down as follows:

Other reserves 31/12/2010 31/12/2009

(€ thousands)

Legal reserve 815 815
Merger surplus reserve 225 225
Other reserves 17 17
Total 1,057 1,057

Treasury shares reserve
As at 31 December 2010, Cairo Communication held 771,326 treasury shares, or 0.985% of the

share capital, subject to the requirements of art. 2357-ter of the Civil Code, for a value of Euro

2,351 thousand deducted from equity.
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On 28 April 2010, after revoking a similar resolution adopted on 29 April 2009, the Shareholders’
Meeting approved the proposal to acquire treasury shares in accordance with art. 2357 and
subsequent articles of the Civil Code, for the purpose of stabilizing the Company share price and
sustaining liquidity, and, if deemed necessary by the Board of Directors, of establishing a “shares
stock” as provided in Consob regulation 16839/2009.

The Board was authorized to acquire treasury shares up to the maximum number permitted by law,
for a period of 18 months from the date of authorization, by use of available reserves, including the
share premium reserve, as resulting from the last approved annual financial statements. Specifically,
the Board of Directors will be authorized to acquire treasury shares on one or more occasions,
acquiring shares directly on the market and through authorized intermediary - according to the
procedures provided by art. 144 (ii), paragraph 1, letter b of the Stock Exchange Regulations and
relevant Instructions, and, in case such operations are carried out, according to accepted market
practices, pursuant to the regulations introduced by Consob Resolution No. 16839/2009.

Minimum price and maximum acquisition price per share are set at an amount equal to the average
official purchase price of the share on Borsa Italiana S.p.A. for the 15 working days preceding the
purchase respectively reduced or increased by 20%, in any event within a maximum limit of Euro
6.5 per share. In case such operations are carried out according to accepted market practices, the
purchase of treasury shares is subject to further limits, including price limits, provided for thereto.
The proposal of the Board also allows for the authorization to sell, on one or more occasions, any
acquired treasury shares, setting the minimum sale price per share no lower than the minimum price
calculated following the criteria adopted for their purchase. Should the treasury shares be sold
according to accepted market practices pursuant to Consob Resolution 16839/2009, the sale of
treasury shares shall be subject to further limits, including price limits, provided for thereto.

In 2010, as part of the buyback plans, no treasury shares were purchased or sold.

Profit for the year
This consists of net profit for the year of Euro 17,899 thousand (Euro 11,940 thousand as at 31
December 2009)

* *
The following table shows equity items and indicates if they can be used and distributed, and tax
restrictions if any:
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(€ thousands) Equity used over the
previous three years
Number/Description Amount  Possibility of Amount Amount  To cover losses Other
use available subject to (dividends)
tax
deferral
Share capital 4,074 0 0 0 0
Treasury share reserve 2,352 0 0 0 0
Treasury shares (2,352) 0 0 0 0
Share premium reserve 49,782 ABC 49,782(1) 0 0 (21,875)
Legal reserve 815 B 0 0 0
Other reserves 17 ABC 17 0 0 0
Merger surplus reserve 225 ABC 225 0 0 0
Retained profits (1,829) ABC 0 0 (40,233)
Total 53,084
Non distributable portion (1) 0
Residual distributable portion 0 0 0
Legend:

A —for increases in share capital

B — to cover losses

C —for distribution to shareholders

(1) In accordance with art. 2431 of the Civil Code, the entire amount of this reserve may be distributed as long as the
legal reserve has reached the limit as defined by art. 2430 of the Civil Code

21. Provision for retirement benefits and staff severance

The provision for retirement benefits and staff severance amounted to Euro 668 thousand with a net
increase of Euro 73 thousand versus 2009. The composition and movement of the item is shown as

follows:
Balance as at Paid during the ~ Accrued during Balance as at 31/12/10
31/12/09 year the year
Employees 261 (18) 48 291
Managers 334 0 43 377
Total 595 (18) 91 668

* %
The provision for retirement benefits and staff severance reflects allocations made for all employees
as at the date of the financial statements, made in accordance with art. 2120 of the Civil Code.

The liability so determined does not vary significantly from the liability that would result from an
actuarial valuation.

The change in the composition of personnel during the year is summarized as follows:
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Headcount at Other changes Headcount at Average headcount
the beginning of year end
the year
Executive managers 6 1 7 6
Managers 2 0 2 2
Employees 17 3 20 19
Total 25 4 29 27

22. Provisions for liabilities and charges

The provisions for liabilities and charges amounted to Euro 169 thousand, with a net increase of
Euro 50 thousand versus 2009.

Provisions for liabilitiesand  Balance as at Utilized Released  Accrued Balance as at
charges 31/12/09 31/12/10
(€ thousands)
Provision for client indemnity

17 17 0 0 -
Provision for investment risks 102 0 0 67 169
Total 119 a7 0 67 169

As mentioned earlier, the provision for investment risks refers entirely to the subsidiary Diellesei
S.p.A. in liquidation, made during the 2005/2006 year as a result of the subsidiary’s equity deficit.

* *
23. Trade payables
Trade payables amounted to Euro 58,553, up Euro 4,263 thousand versus 31 December
20009.

24. Parent company receivables and payables

Parent company payables amounted to Euro 2,781 thousand, up Euro 2,396 thousand versus 31
December 2009 and refer entirely to payables due to UT Communications generated by the national
tax consolidation agreement, net of receivables (interest withholdings) transferred.
As already mentioned, Cairo Communication and its subsidiaries Cairo Editore S.p.A., Cairo
Pubblicita S.p.A., Diellesei S.p.A. in liquidation, Cairo Due S.r.l. and Cairo Publishing S.r.l. have
adhered to the national tax consolidation agreement of UT Communications S.p.A.
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The consolidation agreement, which governs the financial aspects of amounts paid or received in
return for the advantages or disadvantages resulting from the tax consolidation, specifically provides
that any eventual greater charges or minor benefits that may accrue to the Company resulting from
adhesion to the procedure, be suitably remunerated by the Parent Company. In relation to this, the
financial statements as at 31 December 2010 include payables due to the parent company UT
Communications S.p.A.

25. Subsidiary payables

Subsidiary payables amounted to Euro 10,400 thousand, down Euro 561 thousand versus 31
December 2009. The following table shows the breakdown of subsidiary payables that relate to
services received in the ordinary course of business:

Subsidiary payables 31/12/10 31/12/09

(€ thousands)

Cairo Editore S.p.A. 8,296 10,070
Cairo Due S.r.l. 38 39
Diellesei S.p.A. in liquidation 47 -
Cairo Pubblicita S.p.A. 1,662 735
Cairo Publishing S.r.l. 245 -
Il Trovatore S.r.l. 112 117
Total payables to subsidiaries 10,400 10,961

The payables due to Cairo Editore S.p.A. mainly refer to amounts due from the advertising
concession contract on the publisher’s magazines.

26. Tax liabilities
Tax liabilities amounted to Euro 616 thousand, up Euro 323 thousand versus 31 December 2009.

They are broken down as follows:

181



Tax liabilities 31/12/10 31/12/09

(€ thousands)

VAT 15 83
Current IRAP taxes 444 56
Other tax liabilities 7 0
Payroll deductions - employees 102 103
Payroll deductions — contract workers 55 51
Total tax liabilities 616 293

As already mentioned, the taxable profit of Cairo Communication S.p.A., for IRES purposes, has

been recorded as a payable to the parent company UT Communications S.p.A., in accordance with

the national tax consolidation agreement.

27. Other current liabilities

Other current liabilities amounted to Euro 2,576 thousand down Euro 332 thousand versus 31

December 2009. They are broken down as follows:

Other current liabilities 31/12/2010 31/12/2009

(€ thousands)

Payables to social security authorities 161 156
Other payables 1,354 1,224
Deferred income 1,061 1,528
Other accrued expenses and deferred income 0 0
Total other current liabilities 2,576 2,908

Accrued expenses and deferred income have been determined on an accruals basis and

mainly relate to:

- interest accrued on the current account held jointly with Telepiu S.p.A. Following the award

issued on 27 January 2010, the deposit, including interest accrued, was released in favor

Cairo Communication. Telepiu offsets it entirely against the damages liquidated by the

Arbitrators on grounds challenged by Cairo Communication in court in July 2010 based on

the foregoing grounds, and also on the agreement which had established that interest payable

from the opening date of the account to the release of the sums would have been paid along
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with the principal, pro-rata, to the appropriate parties in accordance with the award or
agreement reached by the parties.

- income deriving from the rebilling of the share of print media bad debts, the losses of which
have not been fully ascertained and have not been recorded in the income statement.

*kk

28. Commitments, risks and other information

Guarantees and commitments

Main guarantees given are as follows:

- a guarantee of Euro 16,8 million, expiring on 15 June 2011, by Banca Popolare di
Milano to Telecom Italia Media S.p.A. (Telecom Group), securing payment of
minimum guaranteed fees as set forth in the contract for the exclusive sale of television
advertising space on La7.

- guarantees totaling Euro 16 thousand by bank and insurance institutes to customers,

public bodies and owners of rented buildings.

*k*k

Other information

The arbitration award issued on 27 January 2010 terminated through act and default of Telepiu the
10-year advertising concession contract signed in May 1998 between Cairo TV and Telepiu S.r.l.
Telepiu was ordered to pay damages to Cairo Communication (as acquirer of Cairo TV) for the
amount of Euro 11.7 million (the award also acknowledged payment of Euro 1 million for damages
to Telepil), as well as approximately Euro 0.8 million for defence and arbitration costs.

In August 2010, Cairo Communication filed a new arbitration against Telepiu to assess a breach by
Telepiu of the contract under which it had transferred to the Company the entire share capital of
Telepiu Pubblicita S.r.l. (renamed Cairo TV S.p.A) and for damages suffered by Cairo
Communication as acquirer of Cairo TV. The Board of Arbitrators was formed on 5 November
2010 and is composed by prof. avv. Gerardo Broggini (president), prof. avv. Francesco Benatti
(arbitrator appointed by the Company), and prof. avv. Vincenzo Roppo (arbitrator appointed by
Telepiu). The meeting on 27 January set the terms for the briefs, with the final hearing scheduled on
11 May 2011.

The three-year advertising concession contract (2009-2011) for La7 signed in November 2008,
renewed automatically for three more years if the contractual revenue targets are reached, sets
minimum gross advertising revenues of Euro 120 million also in 2011 (target reached in 2009 and
greatly exceeded in 2010), with minimum annual guaranteed fees for Telecom Italia Media of Euro
84 million (70%). In return for Cairo’s commitment to minimum gross advertising revenues and
minimum fees, Telecom Italia Media undertakes to maintain the annual share of La7 higher than or
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equal to 3% (with a contribution of the audience share of La7d — for 2010 and 2011 alone - within
pre-established limits) and higher than or equal to 2.65% in prime time viewing. Should the shares
drop below these thresholds, or further contractually established thresholds, Cairo is entitled to
reduce the minimum guaranteed payment of Euro 84 million.

Taking also account of the share’s trend in the last quarter of 2010, in December 2010 Telecom
Italia Media and Cairo agreed to re-examine the advertising concession contract of 19 November
2008. Specifically, for 2011 and for the possible 2012-2014 three-year period, both set additional
annual advertising revenues targets (unguaranteed) versus the minimum annual revenues,
proportional to the achievement by Telecom Italia Media of annual targets of share higher than the
given 3% for La7’s share. Cairo’s achievement of these additional targets, or payment to Telecom
Italia Media of equivalent dues, will entitle Cairo to renew the contract up to 31 December 2019.
Otherwise, Telecom ltalia Media is authorized to withdraw from the contract.

In December 2009, Telecom ltalia Media and Cairo also renewed, until 2014, the concession
contract for La7d, which had been signed in April 2010 for the 2010-2011 two-year period, with
automatic renewal for a further three year period upon achievement of agreed revenues targets. The
contract for the new La7d digital channel sets minimum gross advertising revenue in 2011 of Euro 8
million for a 0.2% share, with minimum guaranteed fees paid on a monthly basis to Telecom lItalia
Media of Euro 5.6 million. For 2011, variations in the share below 0.2% will imply reductions in
minimum annual revenues and minimum guaranteed fees. For subsequent years, variations in the
share above or below 0.2% will imply increases or reductions in minimum annual revenues and
minimum guaranteed fees.

As the result of a VAT audit performed on Cairo Communication S.p.A., in their draft audit report,
the Guardia di Finanza identified potential liabilities for 2002 and subsequent years (2003, 2004 and
2005) relating to the non-application of VAT on dealing rights charged to media centres, which
were subsequently confirmed in their final audit report issued in January 2008 (for 2002) and in
June 2008 (for 2003, 2004 and 2005), which the company has challenged. For all the periods in
question, the Provincial Tax Commission of Milan has ruled in favour of the Company’s appeals.
The Agenzia delle Entrate (Revenue Agency) has filed an appeal to the Regional Tax Commission
of Milan against these decisions. On 21 April 2010, the Regional Tax Commission of Milan ruled in
favour of the Agency’s appeal regarding the year 2002 on questionable grounds. To date, the 2003,
2004 and 2005 years are still awaiting discussion by the Regional Commission. Cairo
Communication has appealed to the Court of Cassation against the sentence related to 2002, for
which the tax claim amounts to Euro 41 thousand, in addition to sanctions of Euro 51 thousand.
Based also on the advice of its tax consultants, the Directors believe there are fundamental reasons
and rights to oppose the potential liabilities, and have therefore made no relevant accrual against
them.
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The Provincial Tax Commission of Milan, in its hearing of 18 October 2010, ruled in favour of the
appeal by Cairo Editore S.p.A. regarding the tax assessment notice for 2004 illustrated in the notes
to the financial statements as at 31 December 2009.

The Agenzia delle Entrate challenged the Company for its use, to offset payments made in 2007, of
excess IRES from the tax return for the year ended 30 December 2006. While not challenging the
relevant credit to Cairo, the Agency has refuted its use for offsetting purposes on grounds of non-
compliance of procedures (specifically, the Agency claims that use of the credit would have
required a formal credit transfer from the Company to the Company). On 6 July 2010, the Company
received a tax demand, substantially for payment of Euro 28 thousand as interest, and Euro 145
thousand as sanctions, since the credit has not been unacknowledged. Based also on the advice of its
tax consultants, the Directors believe there are fundamental reasons and rights to oppose the
potential liabilities and have therefore made no relevant accrual against them.

A previous shareholder of the subsidiary Il Trovatore S.r.l., who did not sell their shares to the
parent company, had risen a claim against the current minority shareholder, involving Cairo
Communication S.p.A. indirectly, questioning the validity of the contract under which he had sold
the share in the limited partnership Il Trovatore and the transformation of this company from a
limited partnership to a limited liability company (S.r.l.), and requesting the annulment of the
subsequent purchase of the company by Cairo Communication. The requests of the counterparty
were rejected in the first instance, although the counterparty has filed an appeal. Based also on the
advice of its counsels, the Directors believe that the grounds of these claims are such as not to
request a specific accrual.

*kk

29. Related party transactions
Transactions carried out by Cairo Communication with related parties and the effect on the financial

statements can be shown as follows:

Receivables and financial assets Trade Other receivables Intra-group Other current
(€ thousands) receivables  and current assets financial assets financial assets
Parent company UT Communications 61 - - -
Subsidiaries of Cairo Communication
Group
Cairo Pubblicita S.p.A. 82,121
Cairo Editore S.p.A. 2,893 - -
Cairo Due S.r.l. 58 - 386
Cairo Publishing S.r.1. 22 - 211
Il Trovatore S.r.l. 285 - -
85,440 597
Associates of UT Communications Group - -
Torino FC S.p.A. 104 - -
Total 85,544 597
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Payables and financial liabilities Trade payables Other payablesand Intra-group  Other current

(€ thousands) current liabilities financial financial
payables liabilities
Parent company UT Communications - 2.784 -
Subsidiaries of Cairo Communication
Group
Cairo Pubblicita S.p.A. 1,663 - - N
Cairo Editore S.p.A. 8,342 - - R
Cairo Due S.r.l. 38 - R -
Cairo Publishing S.r.l. 245 - - -
Il Trovatore S.r.l. 112 - - -
10,401 - 2,784 -

Associates of UT Communications Group

Torino FC S.p.A. - - - -

Total 10,401 - 2,784 -
Income and expenses Operating Operating Financial  Financial Investment

(€ thousands) income expenses income expenses income

/(expenses)

Parent company UT Communications - - - - -
Subsidiaries of Cairo Communication

Group

Cairo Pubblicita S.p.A. 136,841 - 713 - -
Cairo Editore S.p.A. 502 (26,298) 6,767 - -
Cairo Publishing S.r.1. - (204) 2 - -
Il Trovatore S.r.l. 22 (108) - - -
Immobiledit S.r.l. - - - - -
Associates of UT Communications Group

Torino FC S.p.A. 87 - - - -
Total 137,452 (26,610) 7,482 - -
Income and expenses in relation to subsidiaries can be analyzed as follows:

Income and expenses Cairo Cairo Cairo Dielleseiin Il Trovatore ~ Torino FC

Editore  Pubblicita Publishing liguidation
INCOME

Sub-concession payment - 133,841 - - - -
Administrative services and use of

serviced space 480 3,000 - - 22 87
Recharged costs 22 - - - - -
Sale of advertising space - - - - - -
Interest income 16 - 2 - - -
Dividends 6,751 713 - - - -
Total 7,269 137,554 2 - 22 87

EXPENSES

Share of publishing costs (26,298) - (204) - - -
Internet services - - - - (108) -
Other recharges - - - - - -
Interest expense - - - - - -
Total (26,298) - (204) - (108) -
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Cairo Communication supplies a range of services to some of its subsidiaries and associates, mainly

relating to management accounting software, use of serviced spaces, administration, finance,

treasury, management control, credit management and marketing activities, to allow the individual

companies to benefit from economies of scale and more efficient management.

In 2010 Cairo Pubblicita S.p.A. worked for Cairo Communication:

- as sub-lessee for print media advertising sales (Cairo Editore and Editoriale Genesis
magazines);

- as sub-lessee of Cairo Communication for TV advertising sales (La 7 and theme channels
under concession Cartoon Network, Boomerang, and CNN) and Internet advertising sales.
Under these agreements, Cairo Pubblicita directly invoices clients and returns a percentage
of proceeds to the sub-lessor.

In 2010 Cairo Communication and Cairo Editore S.p.A. signed contract for advertising sales on

magazines “Airone”, “Bell’ltalia”, “Bell’Europa”, “In Viaggio”, “Gardenia”, “Arte” and

“Antiquariato”, “For Men Magazine”, “Natural Style”, “Settimanale DIPIU’”, “DIPIU’ TV” and

weekly supplements “Settimanale DIPIU’ e DIPIU’TV Cucina” and “Settimanale DIPIU’ e

DIPIU’TV Stellare”, “Diva e Donna” and “TV Mia”.

Interest receivable from Cairo Editore is due on the installment payments made by this company for

its purchase of Editoriale Giorgio Mondadori (merged by incorporation in 2009).

In 2010, there were no transactions with the parent company (U.T. Communications) or with

subsidiaries of the latter, except for the contract with Torino F.C. for the provision of administrative

services such as bookkeeping; the agreement, rewritten in the second quarter of 2010, sets an annual

fee of Euro 100 thousand (previously Euro 48 thousand).

As mentioned earlier, Cairo Communication and its subsidiaries Cairo Editore S.p.A., Cairo

Pubblicita S.p.A., Diellesei S.p.A. in liquidation, Cairo Due S.r.l. and Cairo Publishing S.r.l. have

adhered to the national tax consolidation agreement of UT Communications S.p.A.

30. Risk management

Liquidity risk

Cairo Communication is not exposed to liquidity risk, in that on one hand, significant
financial resources are held with a net available positive financial position of Euro 32.7
million whilst on the other, it attempts to ensure that an appropriate ability to generate cash is
maintained, even under the current market conditions.

An analysis of the company’s equity structure shows both liquidity, or the ability to maintain
financial stability in the short term, and solidity, or the ability to maintain financial stability in the

medium/long term.

187



It is Group policy to invest available cash in on-demand or short-term bank deposits, properly
spreading the investments, essentially in banking products, with the prime objective of maintaining
a ready liquidity of the said investments. The investment products are selected on the basis of their

credit rating, their reliability and the quality of the service rendered.

Risk of foreign exchange and interest rate fluctuation

Cairo Communication is not exposed to the risk of foreign exchange and interest rate fluctuation, in
that on one hand, there is no loan finance, whilst on the other hand operations are carried out
exclusively in Italy, so all revenues are generated in the country and principal costs are incurred in
Euro.

Interest rate risk only affects the yield on available cash. Specifically, with reference to the net
financial position as at 31 December 2010, a one percentage point reduction in the interest rate
would result in a reduction in annual financial income of approximately Euro 0.3 million.
Movements in the cash flow and the liquidity of the Company are centrally monitored and managed
by Group Treasury in order to guarantee effective and efficient management of financial resources.
Given the limited exposure to both interest rate and FOREX risk, the Company does not use

financial derivative and/or hedging instruments.

Credit risk

Cairo Communication is exposed to credit risk, primarily in relation to its advertising sales
activities. This risk is however mitigated by the fact that exposure is divided across a large number
of clients and that credit monitoring and control procedures are in place.

It is of course possible that both the financial crisis and the uncertainty factors in the short and
medium term could deteriorate, along with a consequent worsening in the limited availability of

credit, which could have a negative impact on the quality of credit and on general payment terms.

31. Board of Directors’ and Board of Auditors’ compensation

Pursuant to art. 2427, section 16 of the Civil Code and as set forth in art.78 of the lIssuers’
Regulations of CONSOB, the Group discloses the following compensation awarded to the
Directors, Auditors, General Managers and Managers with strategic responsibilities, including in

subsidiaries, for the year ended 31 December 2010:
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* Other compensation, in addition to compensation for the role of director (Euro 20 thousand), refers to:

Dr. Urbano Cairo: compensation pursuant to art. 2389, paragraph 3, Civil Code (Euro 130 thousand).

Dr. Uberto Fornara: compensation pursuant to art. 2389, paragraph 3, Civil Code (Euro 454 thousand).

Avwv. Marco Janni: compensation for attendance in meetings of the Compensation Committee, Audit Committee and Related Party
Committee (Euro 20 thousand);

Awv. Antonio Magnocavallo: compensation for attendance in meetings of the Compensation Committee, Audit Committee and
Related Party Committee (Euro 20 thousand);

Dr. Marco Pompignoli: compensation pursuant to art. 2389, paragraph 3, Civil Code (Euro 270 thousand);

Dr. Roberto Rezzonico: compensation for attendance in meetings of the Compensation Committee, Audit Committee and Related
Party Committee (Euro 20 thousand).

** Other compensation refers to:

Dr. Urbano Cairo: compensation for his duties performed for Cairo Editore (Euro 850 thousand) and other companies of the Group
(Euro 5 thousand).

Dr. Uberto Fornara: gross compensation as senior manager payable by Cairo Communication (Euro 224 thousand) and
compensation for his duties performed for Cairo Pubblicita (Euro 100 thousand) and other companies of the Group (Euro 6
thousand).

Dr. Marco Pompignoli: gross compensation as senior manager payable by Cairo Communication (Euro 140 thousand) and
compensation for his duties performed for Cairo Pubblicita (Euro 190 thousand) and other companies in the Group (Euro 5
thousand).

Managers of Cairo Communication S.p.A. holding strategic responsibilities are directors

On 28 January 2008, the Shareholders’ Meeting of Cairo Communication S.p.A. had resolved on an

annual compensation of Euro 200 thousand, which the meeting of the Board of Directors on 14 May

2008 had split up in, respectively, Euro 15 thousand and Euro 45 thousand as compensation due

respectively to the Compensation Committee and to the Audit Committee. The remaining Euro 140

thousand was split up among the seven directors.

On 13 May 2010, the Board of Directors of Cairo Communication, upon proposal of the

Compensation Committee, pursuant to art. 2389, paragraph 3 of the Civil Code, resolved to grant

compensation to Chairman Urbano Cairo, Managing Director Uberto Fornara, and Director Marco
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Name and Position ~ Term of office Term expiry Compensation Benefitsin  Bonuses and Other
surname date kind other compensation
* incentives *x
Dr. Urbano R. Chairman  Jan.-Dec.2010 31/12/2010
Cairo BoD 150 7 - 855
Dr. Uberto Managing Jan.-Dec.2010  31/12/2010
Fornara Director 474 4 - 330
Dr. Roberto Director  Jan.-Dec.2010 31/12/2010
Cairo 20 - - -
Avv. Marco Director  Jan.-Dec.2010 31/12/2010
Janni 40 - - -
Awv. Antonio Director  Jan.-Dec.2010 31/12/2010
Magnocavallo 40 - - -
Dr. Marco Director  Jan.-Dec.2010 31/12/2010
Pompignoli 290 3 - 335
Dr. Roberto Director  Jan.-Dec.2010 31/12/2010
Rezzonico 40 - - -
Dr. Mauro Sala  Chairman  Jan.-Dec.2010  31/12/2010
Board of
Auditors 24 - - 14
Dr. Marco Statutory  Jan.-Dec.2010  31/12/2010
Moroni auditor 16 - - 4
Dott.ssa Maria Statutory  Jan.-Dec.2010  31/12/2010
Pia Maspes auditor 16 - - 9



Pompignoli, who hold particular responsibilities, amounting respectively to Euro 130 thousand,

Euro 60 thousand and Euro 90 thousand.

Under the decisions adopted by the Board of Directors on 11 February 2011, on the proposal of the

Compensation Committee and the favourable opinion of the Related Party Committee, further

compensation was established for 2010, specifically:

» for Managing Director Uberto Fornara - according to the variable compensation mechanism
defined by the Board on 30 July 2010, based mainly on advertising revenue growth targets -
Euro 394 thousand,

= for Director Marco Pompignoli — based on overall work quality assessments - Euro 180
thousand.

Mention must be made, also under Consob Communication n. DEM/11012984 of 24 February

2011, point 2.3, letters (a) and (f) that:

" there are no agreements in place between the Company and the directors for any
compensation in the event of resignation or unjust dismissal, or in the event their employment
relationship ceases following a takeover bid;

= there are agreements in place between the Company and dott. Uberto Fornara, prior to non-
competition commitments in the year following termination of his employment with the
Company, for payment of a gross monthly compensation of 150% solely of the gross monthly

salary in his capacity as executive, which will become effective upon termination of his
relationship.

Mention must be made that there are no succession plans regarding executive directors.

Cairo Communication has no stock option plans in place at this time.
Positions held by Directors and Auditors in other Group companies are as follows:

190



Name and surname

Description

Company

Position

Term in 2010

Term expiry date

Dott. Urbano Cairo

Cairo Editore S.p.A.

Chairman of the BoD

from 01.01.10 to 31.12.10

F.S. 31/12/2012

Cairo Pubblicita S.p.A.

Chairman of the BoD

from 01.01.10 to 31.12.10

F.S. 31/12/2011

Cairo Publishing S.r.l.

Chairman of the BoD

from 01.01.10 to 31.12.10

F.S. 31/12/2010

1l Trovatore S.r.l.

Chairman of the BoD

from 01.01.10 to 31.12.10

F.S. 31/12/2011

Cairo Due S.r.l.

Chairman of the BoD

from 01.01.10 to 31.12.10

F.S. 31/12/2012

Dott. Uberto Fornara

Cairo Pubblicita S.p.A.

Managing Director

from 01.01.10 to 31.12.10

F.S. 31/12/2011

Cairo Editore S.p.A. Director from 01.01.10 to 31.12.10 F.S. 31/12/2012
Cairo Due S.r.l. Director from 01.01.10 to0 31.12.10 F.S. 31/12/2012
Name and surname Description
Company Position Term in 2010 Term expiry date
Dott. Marco Pompignoli
Cairo Editore S.p.A. Director from 01.01.10 to 31.12.10 F.S. 31/12/2012
Cairo Pubblicita S.p.A. Director from 01.01.10 to 31.12.10 F.S. 31/12/2011

Diellesei S.p.A. in liquidation

Chairman of the Board of
Liquidators

from 01.01.10 to 31.12.10

Until revocation

Cairo Publishing S.r.l.

Director

from 01.01.10 to 31.12.10

F.S. 31/12/2010

1l Trovatore S.r.l.

Director

from 01.01.10 to 31.12.10

F.S. 31/12/2011

Cairo Due S.r.1.

Director

from 01.01.10 to 31.12.10

F.S. 31/12/2012

Cairo Sport S.r.l.

Sole director

from 01.01.10 to 31.12.10

F.S. 31/12/2010

Dott. Mauro Sala

Cairo Editore S.p.A.

Chairman of the Board of
Auditors

from 01.01.10 to 31.12.10

F.S. 31/12/2010

Cairo Pubblicita S.p.A.

Chairman of the Board of
Auditors

from 01.01.10 to 31.12.10

F.S. 31/12/2012

Diellesei S.p.A. in liquidation

Chairman of the Board of
Auditors

from 01.01.10 to 31.12.10

F.S. 31/12/2011

Dott. Marco Moroni

from 01.01.10 to 31.12.10

Cairo Editore S.p.A.

Statutory auditor

from 01.01.10 to 31.12.10

F.S. 31/12/2010

Dott.ssa Maria Pia Maspes

Cairo Editore S.p.A.

Statutory auditor

from 01.01.10 to 31.12.10

F.S. 31/12/2010

Diellesei S.p.A. in liquidation

Statutory auditor

from 01.01.10 to 31.12.10

F.S.31/12/2011

Cairo Pubblicita S.p.A.

Statutory auditor

from 01.01.10 to 31.12.10

F.S. 31/12/2012
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31 Transactions deriving from atypical and/or unusual transactions

Pursuant to Consob Communication of 28 July 2006 n. DEM/6064296, mention must be made that
in 2010, Cairo Communication made no atypical and/or unusual transaction as defined by the
Communication.

As already explained in Note 2, in the schedules of the consolidated income statement, income
arising from the Cairo-Telepiu arbitration is shown separately owing to its non-recurring nature and
size.

Regarding the income statement of 2009, shown as comparison, there are no cost and revenue
components deriving from events or transactions which by their nature or size are considered non-

recurring.

Chairman of the Board
(Dott. Urbano R. Cairo)
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ANNEX 1 - LIST OF INVESTMENTS PURSUANT TO PARAGRAPH V OF ART.

2427 OF THE CIVIL CODE

SUBSIDIARIES:.

Company name:

Head office:

Share capital:

Equity as at 31/12/2009:

Net profit (loss) for the year as at 31/12/20009:
Equity draft financial statements as at 31/12/2010:

Net profit (loss) draft financial statements as at 31/12/2010:

Ownership:

Company name:

Head office:

Share capital:

Equity as at 31/12/2009:

Net profit (loss) as at 31/12/2009:

Equity draft financial statements as at 31/12/2010:

Net profit (loss) draft financial statements as at 31/12/2010:

Ownership:

Company name:

Head office:

Share capital

Equity as at 31/12/2009:

Net profit (loss) as at 31/12/20009:

Equity draft financial statements as at 31/12/2010:

Net profit (loss) draft financial statements as at 31/12/2010:

Ownership:
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Cairo Editore S.p.A.
Milan — Corso Magenta, 55
1,043,256
9,418,324
6,753,818
12,835,407
10,170,901
99.95%

Cairo Due S.r.l.
Milan - Via Tucidide, 56
46,800
93,361
497
92,957
(403)
100%

Il Trovatore S.r.l.
Milan - Via Tucidide, 56
25,000
35,242
6,049
27,553
(7,689)
80%



Company name:

Head office:

Share capital:

Equity as at 31/12/09:

Net profit (loss) as at 31/12/09:

Equity draft financial statements as at 31/12/2010:

Net profit (loss) draft financial statements as at 31/12/2010:

Ownership:

Company name:

Head office:

Share capital:

Equity deficit as at 31/12/2009:
Loss as at 31/12/2009:

Shortfall in own funds draft financial statements as at 31/12/2010:

Loss draft financial statements as at 31/12/2010:

Ownership

Company name:

Head office:

Share capital:

Equity as at 31/12/2009

Loss as at 31/12/2009:

Equity draft financial statements as at 31/12/2010:
Loss draft financial statements as at 31/12/2010:

Ownership:

Company name:

Head office:

Share capital:

Equity as at 31/12/2009:
Loss for the year 2009:

Ownership:
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Cairo Pubblicita S.p.A.
Milan - Via Tucidide, 56

2,818,400

4,708,429

712,915

6,268,451

2,272,858

100%

Diellesei S.p.A. in liquidation
Milano - Via Tucidide, 56
2.000.000
(103,949)
(6,499)
(171,408)

(67,459)
60%

Cairo Publishing S.r.l.
Milan — Corso Magenta, 55
10,000
402,345
(4,151)
316,568
(85,777)
100%

Cairo Sport S.r.l.
Milan — Via Tucidide, 56
10,400
9,066
(1,335)
100%



INDIRECT SUBSIDIARIES

Company name:

Head office:

Share capital:

Equity as at 31/12/2009:
Loss as at 31/12/2009:

Equity draft financial statements as at 31/12/2010:

Loss draft financial statements as at 31/12/2010:

Ownership:
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Edizioni Anabasi S.r.l.
Milan — Corso Magenta, 55
10,200
8,584
(1,745)
8,173
(2,156)
100%



ANNEX 2

Summary figures of draft financial statements as at 31 December 2010 of subsidiaries
in the advertising segment, il Trovatore and discontinued operations.

Assets
A) Subscribed capital, unpaid
B) Intangible assets
Property, plant and equipment
Investments
Total non-current assets
C) Inventory
Receivables
Marketable securities
Bank balances and cash
Total current assets
D) Prepaid expenses and accrued income
Total assets

Liabilities
A) Share capital
Profit and other reserves
Shareholders' contributions to cover losses
Retained earnings (losses)
Profit (loss) for the year
Total equity
B) Provisions for liabilities and charges
C) Provisions for retirement benefits and staff severance
D) Liabilities
E) Prepaid expenses and accrued income
Total equity and liabilities

Income statement
A) Sales
B) Cost of sales
Operating profit
C) Financial income / (expenses)
D) Investment write-downs
E) Extraordinary income / (expenses)
Pre-tax profit
Income tax
Profit / (loss) for the year

Cairo Pubblicita

Financial statements as at

Cairo Due

Financial statements

Il Trovatore

Cairo Sport

Financial statements as at Financial statements as at

Diellesei in liquidation

Financial statements as at
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31.12.10 asat31.12.10 31.12.10 31.12.10
0 0 0 0
2.013.107 225 318 0 0
21.917 0 12.994 0 0

1.800 0 3.873 0

2.036.824 225 17.185 0 0
0 0 0 0 0
89.814.434 222,685 279.749 2308 171.407
0 0 0 0 0
9.806.783 349,059 68.289 8.982 37.162
99.621.217 571.744 348.038 11.290 208.569
166.772 46 472 0 3.727
101.824.813 572.016 365.695 11.290 212.296
2.818.400 46.800 25.000 10.400 2.000.000
1.167.468 10.429 2372 0 0
331 27.518 0 0 14.771.905
9.394 8,613 7.870 0 (16.875.854)
2.272.858 (403) (7.689) (1.767) (67.459)
6.268.451 92.957 27.553 8.633 (171.408)
956.013 0 0 102.050
670.798 0 4636 0 0
93.854.560 479.059 333.507 2,656 281,654
74.991 0 0 0 0
101.824.813 572.016 365.695 11.290 212.296
169.430.819 79 343813 0 121.090
(165.831.285) (1.599) (313.751) (1.242) (207.195)
3.599.534 (1.520) 30.062 (1.242) (86.105)
53.767 1117 (1.244) (525) 732
0 0 0 0 0
0 0 0 0 0
3.653.301 (403) 28818 (1.767) (85.373)
(1.380.443) 0 (36.507) 0 17.914
2.272.858 (403) (7.689) (1.767) (67.459)



ANNEX 3

Summary figures of draft financial statements as at 31 December 2010 of subsidiaries
in the publishing segment.

Cairo Editore Cairo Publishing Edizioni
Anabasi
Financial statements as at ~ Financial statements asat  Financial statements as at
31.12.10 31.12.10 31.12.10
Assets
A) Subscribed capital, unpaid 0 0 0
B) Intangible assets 17.460.025 47.500 0
Property, plant and equipment 2.090.345 5.287 0
Investments 162.707 0 0
Total non-current assets 19.713.077 52.787 0
C) Inventory 2.663.977 288.499 0
Receivables 16.231.206 1.788.495 7.713
Marketable securities 0 0 0
Bank balances and cash 15.195.801 128.505 10.446
Total current assets 34.090.984 2.205.499 18.159
D) Prepaid expenses and accrued income 262.020 1.577 0
Total assets 54.066.082 2.259.863 18.159
Equity and liabilities
A) Share capital 1.043.256 10.000 10.200
Profit and other reserves 1.021.221 5.000 129
Shareholders' contributions 0 0 0
Retained earnings / (losses) 600.029 387.345 0
Profit / (loss) for the year 10.170.901 (85.777) (2.156)
Total equity 12.835.407 316.568 8.173
B) Provisions for liabilities and charges 372.214 697.439 0
C) Provisions for retirement benefits and staff severance 2.666.540 109.897 0
D) Liabilities 38.129.345 1.135.959 9.986
E) Prepaid expenses and accrued income 62.576 0 0
Total equity and liabilities 54.066.082 2.259.863 18.159
Income statement
A) Sales 100.925.078 2.299.287 0
B) Cost of sales (85.360.161) (2.358.223) (2.220)
Operating profit 15.564.917 (58.936) (2.220)
C) Financial income / (expenses) 64.429 (539) 64
D) Investment write-downs 0 0 0
E) Extraordinary income / (expenses) 0 0 0
Pre-tax profit 15.629.346 (59.474) (2.156)
Income tax (5.458.445) (26.303) 0
Profit / (loss) for the year 10.170.901 (85.777) (2.156)
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ANNEX 4

Summary figures of the last financial statements approved by the subsidiaries in the
advertising segment, il Trovatore and discontinued operations (31 December 2009).

Assets

A) Subscribed capital, unpaid

B) Intangible assets
Property, plant and equipment
Investments

Total non-current assets
C) Inventory
Receivables
Marketable securities
Bank balances and cash

Total current assets
D) Prepaid expenses and accrued income

Total assets

Equity and liabilities
A) Share capital
Profit and other reserves
Shareholders' contributions to cover losses
Retained earnings / (losses)
Profit / (loss) for the year

Total equity

B) Provisions for liabilities and charges

C) Provisions for retirement benefits and staff sevel
D) Liabilities

E) Prepaid expenses and accrued income

Total equity and liabilities

Income statement
A) Sales
B) Cost of sales
Operating profit
C) Financial income / (expenses)
D) Investment write-downs
E) Extraordinary income / (expenses)

Pre-tax profit
Income tax

Profit / (loss) for the year
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Cairo Pubblicita Cairo Due 1l Trovatore Cairo Sport Diellesei in liquidation
Financial statements as at  Financial statements as at Financial statements asat ~ Financial statements as

31.12.09 31.12.09 31.12.09 at 31.12.09 Financial statements as at 31.12.09
0 0 0 0 0
2.500.268 526 477 0 0
10.586 0 24.870 0 0
1.800 0 3.873 0 0
2.512.653 526 29.220 0 0

0 0 0 0
82.164.685 223.723 353.486 2.255 182.734
0 0 0 0 295.888

9.673.107 348.270 1.108 8.977
91.837.792 571.993 354.593 11.232 478.622
112.739 0 426 0 7.684
94.463.184 572.519 384.239 11.231 486.306
2.818.400 46.800 25.000 10.400 2.000.000
1.167.388 10.429 2372 0 0
332 27518 0 0 14.771.905
9.394 8.116 1.821 0 (16.869.355)
712.915 497 6.049 (1.335) (6.499)
4.708.428 93.361 35.242 9.065 (103.949)
885.669 0 0 0 50.866
591.074 0 3.011 0 0
88.178.785 479.158 345.986 2.166 539.389
99.228 0 0 0 0
94.463.184 572.519 384.239 11.231 486.306
150.668.927 0 360.383 0 79.178
(149.392.257) (1.151) (342.034) (1.043) (84.649)
1.276.670 (1.151) 18.349 (1.043) (5.471)
79.427 1.648 (926) (292) 789
0 0 0 0 0
0 0 0 0 0
1.356.097 497 17.424 (1.335) (4.682)
(643.182) 0 (11.375) 0 (1.817)
712.915 497 6.049 (1.335) (6.499)



ANNEX 5

Summary figures of the last financial statements approved by the subsidiaries in
the publishing segment (31 December 2009).

Cairo Editore Cairo Publishing Edizioni
Anabasi
Financial statements asat ~ Financial statements asat ~ Financial statements as at
31.12.09 31.12.09 31.12.09
Assets
A) Subscribed capital, unpaid 0 0 0
B) Intangible assets 19.123.157 82.613 0
Property, plant and equipment 2.121.819 8.859 0
Investments 160.962 0 0
Total non-current assets 21.405.938 91.471 0
C) Inventory 4.033.115 277.656 0
Receivables 16.501.407 1.859.247 7.603
Marketable securities 0 0 0
Bank balances and cash 15.406.439 298.632 11.508
Total current assets 35.940.962 2.435.535 19.111
D) Prepaid expenses and accrued income 145.443 385
Total assets 57.492.343 2.527.391 19.111
Equity and liabilities
A) Share capital 1.043.256 10.000 10.200
Profit and other reserves 1.021.221 5.000 129
Shareholders' contributions 0 0 0
Retained earnings / (losses) 600.029 391.496 0
Profit / (loss) for the year 6.753.818 (4.151) (1.745)
Total equity 9.418.324 402.345 8.584
B) Provisions for liabilities and charges 876.408 627.317 0
C) Provisions for retirement benefits and staff seve 2.753.593 93.202 0
D) Liabilities 44.348.582 1.404.527 10.527
E) Prepaid expenses and accrued income 95.437 0 0
Total equity and liabilities 57.492.343 2.527.391 19.111
Income statement
A) Sales 102.756.488 2.476.230 0
B) Cost of sales (91.619.523) (2.445.790) (1.851)
Operating profit 11.136.965 30.440 (1.851)
C) Financial income / (expenses) 51.488 (6.136) 105
D) Investment write-downs 0 0 0
E) Extraordinary income / (expenses) 0 0 0
Pre-tax profit 11.188.453 24.304 (1.745)
Income tax (4.434.635) (28.455) 0
Profit / (loss) for the year 6.753.818 (4.151) (1.745)
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APPENDIX

Information pursuant to Article 149-xii of Consob Regulations

The following summary, prepared pursuant to art. 149-xii of Consob regulations, shows the
amounts due for the current period for auditing services and for non-audit services provided by the

independent audit firm.

€ thousands

Services rendered by

Amounts due for the

period

Audit services

Audit of the financial statements, the consolidated

financial statements, quarterly audits and audit of minor

companies Deloitte & Touche S.p.A. 116
Subsidiaries Deloitte & Touche S.p.A. 88
Certification services

Parent company Deloitte & Touche S.p.A. 3
Subsidiaries Deloitte & Touche S.p.A. 6
Other services

Parent company Deloitte Ers Enterprise 25

Risk

Total 238
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Report of the Board of Auditors to the Shareholders ' Meeting of Cairo

Communication S.p.A., pursuant to art. 153 of Legis lative Decree 58/1998
and to art. 2429 of the Civil Code

Shareholders,

pursuant to art. 2429 of the Civil Code and to art. 153, paragraph 1, of Legislative

Decree n. 58 of 24 February 1998, we hereby inform you that during the year

ended 31 December 2010, we performed the oversight duties prescribed by law,

by article 148 et seq. of the abovementioned Legislative Decree, and by the

indications held in the relevant CONSOB communications, based also on the

standards of conduct recommended by the Italian Association of Public

Accountants and Accounting Professionals. The above being stated, the results

of the prescribed oversight duties performed during the year ended 31 December

2010 are the following:

we attended all the Shareholders’ Meetings and those of the Board of
Directors and Audit Committee, overseeing compliance with the bylaws, laws
and regulations governing the functioning of Company bodies. On a quarterly
basis at least, pursuant to the disclosure obligations to the Board of Auditors
set forth in art. 150, paragraph 1 of Legislative Decree n. 58/1958, we
received information from the Directors on activities performed and the
transactions of relevance for the income statement, balance sheet and
financial situation made by the Company, by subsidiaries and with related
parties; we also ensured that actions resolved and taken complied with the
laws and bylaws and were made in a perspective of profitability, and that they
were neither imprudent nor reckless, or in potential conflict of interest or in
contrast with the resolutions adopted by the Shareholders’ Meeting, or such
as to jeopardize the integrity of corporate assets;

to the extent of our responsibilities, we gathered information and oversaw the
adequacy of the Company's organizational structure and compliance with the
principles of proper administration, and the timely execution of instructions
given to subsidiaries; all these activities were conducted through direct

observation, through information gathered from the organizational managers



and through meetings with the Audit Firm as part of a mutual exchange of
important data and information;

to the extent of our responsibilities, pursuant to art. 19 of Legislative Decree
39/2010, we gathered information and oversaw the adequacy and
effectiveness of the audit and risk management system, and the activities
conducted by the department persons in charge, as well as the reliability of
the administrative-accounting system to properly represent operational
events, through information received from the department persons in charge,
by examining company documents and the activities conducted by the Audit
Firm, by attending the meetings of the Audit Committee and the meetings
with the managers charged with supervising the operations of the audit
system, as well as with the Financial Reporting Manager;

we oversaw the procedures for the correct application of the Corporate
Governance rules provided by the Corporate Governance Code adopted by
Cairo Communication S.p.A.;

during the year, we issued our opinion as prescribed by law on the
determination of compensation to Directors holding strategic responsibilities
(art. 2389 of the Civil Code); we verified compliance with the Group's current
compensation policy and with the proposals by the Compensation
Committee;

we oversaw the process regarding disclosure of financial information,
pursuant to art. 19 of Legislative Decree 39/2010, and the statutory audit of
annual and consolidated accounts;

we expressed our favourable opinion on the compliance of the Procedure for
Related Party Transactions adopted by the Company, with the principles set
forth in the Consob Regulations containing provisions regarding related party
transactions, adopted through resolution n. 17221 of 12 March 2010,
subsequently amended by resolution n. 17389 of 23 June 2010. The Board of
Auditors will oversee conformity with such procedure and will provide prompt
information in its annual report;

information regarding transactions with related parties or with intra-group
companies contained in the explanatory notes to the IAS/IFRS consolidated

financial statements of the Cairo Communication Group, and to the IAS/IFRS



separate financial statements of Cairo Communication S.p.A., is considered
appropriate, considering the size and structure of the Company;

there were no atypical and/or unusual transactions with intra-group
companies and with related parties. Such transactions are part of the
Company’s ordinary operations and are settled at market conditions in the
interest of the Company;

during the periodic meetings held with the Audit Firm, pursuant to the
provisions of art. 150, paragraph 3, of Legislative Decree 58/1998, no aspects
emerged regarding issues within our responsibility;

there were no omissions, reprehensible facts or irregularities reportable to the
competent authorities or to the supervisory bodies, or worthy of mention in
this report;

no complaints were received pursuant to art. 2408 of the Civil Code;

no opinions were issued pursuant to the law;

in compliance with the Corporate Governance Code of Listed Companies,
which the Company conforms to, pursuant to articles 3.C.5 of this Code, we
verified the correct application of evaluation procedures adopted by the Board
of Directors to assess the independence of its members.

The reasons based on which the Board confirmed the persistence of the
requirements of independence of two board members, disregarding
application criterion 3.C.1, lett. ) of the Corporate Governance Code, which
considers no longer independent a director who has been in office for more
than nine years in the last twelve years, appear to be appropriately motivated,
providing clear and complete information.

We also verified the persistence of our independence as prescribed by art.
10.C.2. of the Corporate Governance Code;

the information gathered shows that in 2010, Deloitte ERS Enterprise Risk
Service Srl, part of the “network” of the Audit Firm Deloitte & Touche Spa, in
addition to the task of auditing the financial statements of the Company and
of its subsidiaries, was also entrusted with the task of providing technical-
methodological assistance in updating the Organizational Model in
accordance with the provisions of Law n. 262 of 28 December 2005. Fees for
such task amounted to Euro 25,000.00.



no critical aspects were reported from the oversight activities of the Board of
Auditors on the independence of the Audit Firm, performed pursuant to art. 19
of Legislative Decree 39/2010;

during the year, the Board of Directors and the Audit Committee both met six
times, the Supervisory Board four times and the Board of Auditors five times.

The Compensation Committee met twice in 2010.

Regarding oversight of the financial statements and consolidated financial

statements, our report shows that:

we verified that the presentation of the Financial Statements, Consolidated
Financial Statements and the Directors’ Report on Operations comply with
the provisions of law, through direct assessment and through information
received from the Audit Firm;

the Financial Statements and Consolidated Financial Statements were
prepared in accordance with the international accounting standards (IFRS)
issued by the International Accounting Standard Board (IASB) and approved
by the European Union, and with the provisions issued in application of art. 9
of Legislative Decree N. 38/2005;

information provided by the Directors on the Report on Operations is
considered exhaustive and complete;

the Chairman of the Board of Directors and the Financial Reporting Manager
have certified the financial statements, pursuant to art. 81-ter of Consob
Regulations n. 11971 of 14 May 1999 and subsequent amendments and
additions;

the Audit Firm Deloitte & Touche ltalia, pursuant to art. 2409 ter of the Civil
Code, and to art. 156, paragraph 4 bis, lett. D of Legislative Decree n. 58 of
24 February 1998, expressed its positive opinion on the consistency of the
Directors’ Report on Operations with the Financial Statements and
Consolidated Financial Statements.

The reports on the Financial Statements and Consolidated Financial

Statements do not contain any observations and exceptions.

All the above being stated, the Board of Auditors declares, to the extent of its

responsibilities, that there are no reasons for impeding the approval of the



financial statements as at 31 December 2010, and that there are no observations
on the proposal to allocate profit for the year, including the proposal for dividend
distribution held in the Directors’ Report on Operations to the IAS/IFRS separate
financial statements of Cairo Communication S.p.A. prepared by the Board of
Directors.

Milan, 5 April 2011

Statutory Auditors
Dott. Mauro Sala
Dott.ssa Maria Pia Maspes

Dott. Marco Moroni

The following page provides a list of the positions of administration and supervision
held by the members of the Board of Auditors in other companies as at 5 April 2010

(Annex pursuant to art. 144 quinquiedecies of the Issuers’ Regulations).



ANNEX TO THE REPORT OF THE BOARD OF AUDITORS OF CAlI RO COMMUNICATION SPA
DRAWN UP PURSUANT TO ART. 153 OF LEGISLATIVE DECREE 58/98

List of positions held in Companies as per Book V, Title V, Chapters V, VI and VIl of the Civil Code, as at the

issue date of the Report
(art. 144-quinquiesdecies Consob Regulations 11971/  99)

Company Name Position Until

N.

Dott. Mauro Sala (President of the Board of Auditor  s)

1 CAIRO COMMUNICATION SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2010

2 BICA SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2012
3 VALCORTE SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2011
4 FIM-FINANZIARIA-IMMOBILIARE-MOBILIARE SRL PRES. BOARD OF AUDITORS APP. F.S. 31/12/2012
5 CAIRO EDITORE SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2010
6 IMMOBILIARE BIXIO 4 SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2012
7 UT COMMUNICATIONS SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2010
8 AGAVE SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2010
9 CAIRO PUBBLICITA' SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2012
10 DIELLESEI SPA IN LIQUIDAZIONE PRES. BOARD OF AUDITORS APP. F.S. 31/12/2011
11 TORINO FOOTBALL CLUB SPA PRES. BOARD OF AUDITORS APP. F.S. 31/12/2010
12 FINANZIARIA DEL GARDA SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
13 TRIXISRL STATUTORY AUDITOR APP. F.S. 31/12/2012
14 LOKVEN SRL STATUTORY AUDITOR APP. F.S. 31/12/2012
15 OLDOLON ITALIANA SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
16 TELLUS SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
17 TROCARDI SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
18 PALIO SPA STATUTORY AUDITOR APP. F.S. 31/12/2011
19 LANGHIRANESE PROSCIUTTI SRL STATUTORY AUDITOR APP. F.S. 31/12/2012
20 CISGEM SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
21 FLINA SPA STATUTORY AUDITOR APP. F.S. 31/12/2011
22 LIRIA SPA STATUTORY AUDITOR APP. F.S. 31/12/2010
23 LITUR SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
24 MICROCINEMA SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
25 AREA DUE SRL SOLE DIRECTOR TEMPO INDETERMINATO
26 AREA CONSULTING SRL SOLE DIRECTOR TEMPO INDETERMINATO
27 ZEDAR SERVIZI AZIENDALI SRL SOLE DIRECTOR APP. F.S. 31/12/2013
28 METALSA STAGNO SRL CHAIRMAN OF THE BOARD APP. F.S. 31/12/2012

Number of positions held in issuing companies 1

Total number of positions held 28



N.

Company Name

Position

Until

Dott.ssa Maria Pia Maspes (Statutory auditor)

1

CAMINETTI MONTEGRAPPA SRL

PRES. BOARD OF AUDITORS

APP. F.S. 31/12/2012

2 CAIRO COMMUNICATION SPA STATUTORY AUDITOR APP. F.S. 31/12/2010
3 CAIRO PUBBLICITA SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
4 DIELLESEI SPA IN LIQUIDAZIONE STATUTORY AUDITOR APP. F.S. 31/12/2011
5 G.B.HSPA STATUTORY AUDITOR APP. F.S. 31/12/2012
6 CAIRO EDITORE SPA STATUTORY AUDITOR APP. F.S. 31/12/2010
7 UT COMMUNICATIONS SPA STATUTORY AUDITOR APP. F.S. 31/12/2010
8 ALTO PARTNES SGR SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
9 ITALHOLDING SPA STATUTORY AUDITOR APP. F.S. 31/12/2012
10 IMMOBILIARE ANDRONICA SPA STATUTORY AUDITOR APP. F.S. 31/12/2010
Number of positions held in issuing companies 1
10
Total number of positions held
N. Company Name Position Until

Dott. Marco Moroni (Statutory auditor)

1
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TEC ITALIA SRL

ASTON & COOPER SPA

CAIRO COMMUNICATION SPA

CAIRO EDITORE SPA

LOCAUTO SPA

LOCAUTO RENT SPA

WINE CAPITAL SPA

PUBLICITAS INTERNATIONAL SPA
ELETTRODELTA SPA IN LIQUIDAZIONE
BETFAIR ITALIA SRL

IMMOBILIARE CASA DI VIA ULPIANO SRL
REVICOM SRL

Number of positions held in issuing companies

Total number of positions held

STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR
STATUTORY AUDITOR

PRES. BOARD OF AUDITORS
PRES. BOARD OF AUDITORS

CHAIRMAN OF THE BOARD

12

APP. F.S. 31/03/2013
APP. F.S. 31/12/2012
APP. F.S. 31/12/2010
APP. F.S. 31/12/2010
APP. F.S. 31/12/2012
APP. F.S. 31/12/2012
APP. F.S. 30/04/2012
APP. F.S. 31/12/2012
APP. F.S. 31/12/2011
APP. F.S. 31/12/2012
APP. F.S. 31/12/2012
UNTIL REVOCATION



Deloitte

Via Tortona, 25
20144 Milano
Italia

Tel: +39 02 83322111
Fax: +39 02 83322112
www.deloitte. it

AUDITORS’ REPORT PURSUANT TO ART. 14 AND 16
OF LEGISLATIVE DECREE No. 39 OF JANUARY 27, 2010

To the Shareholders of
CAIRO COMMUNICATION S.p.A.

1. We have audited the financial statements of Cairo Communication S.p.A., which comprise the
statement of balance sheet as of December 31, 2010, and the income statement, statement of
comprehensive income, statement of changes in shareholders’ equity and cash flow statement
for the year then ended, and a summary of significant accounting policies and other explanatory
notes. These financial statements prepared in accordance with International Financial Reporting
Standards as adopted by the European Union and the requirements of national regulations issued
pursuant to art. 9 of Italian Legislative Decree n°® 38/2005 are the responsibility of the
Company's Directors. 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 financial
statements are free of material misstatement. 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 the
Directors, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

For the opinion on the prior year’s financial statements, whose data are presented for
comparative purposes, reference should be made to our auditors’ report issued on April 6, 2010.

3. In our opinion, the financial statements give a true and fair view of the financial position of
Cairo Communication S.p.A. as of December 31, 2010, and of the results of its operations and
its cash flows for the year then ended in accordance with International Financial Reporting
Standards as adopted by the European Union and the requirements of national regulations issued
pursuant to art. 9 of Italian Legislative Decree n°® 38/2005.

Ancona Bari Bergamo Bologna Brescia Cagliari Firenze Genova Milano Napoli Padova Parma Perugia
Roma Torino Treviso Verona

Sede Legale: Via Tortona, 25 - 20144 Milano - Capitale Sociale: Curo 10.328.220,00 i.v.
Codice Fiscale/Registro delle Imprese Milano n. 03049560166 - R.E.A. Milano n. 1720239
Partita IVA: IT 03049560166

Member of Deloitte Touche Tohmatsu Limited



4. The Directors of Cairo Communication S.p.A. are responsible for the preparation of the report
on operations in accordance with the applicable laws. Our responsibility is to express an opinion
on the consistency of the annual report and of the specific section on corporate governance and
ownership structure with reference to the information reported in compliance with art. 123-bis
of Italian Legislative Decree n. 58/1998, paragraph 1, letters ¢), d), f), 1), m) and paragraph 2,
letter b) in the annual report on corporate governance, with the financial statements, as required
by law. For this purpose, we have performed the procedures required under Auditing Standard
n. 001 issued by the Italian Accounting Profession (CNDCEC) and recommended by CONSOB.
In our opinion, the report on operations and the information reported in compliance with art.
123-bis of Italian Legislative Decree n. 58/1998 paragraph 1, letters ¢), d), f), 1), m) and
paragraph 2, letter b) included in the specific section on corporate governance and ownership
structure are consistent with the financial statements of Cairo Communication S.p.A. as of
December, 31 2010.

DELOITTE & TOUCHE S.p.A.

Signed by
Giacomo Bellia
Partner

Milan, Italy
April 4, 2011

This report has been translated into the English language solely for the convenience of international
readers.



Certification of the financial statements in accordance with art. 81-ter of Consob

regulation no. 11971 of May 14, 1999 and subsequent amendments and additions

1. We, the undersigned, Urbano Cairo, in my position of Chairman of the Board of Directors, and
Marco Pompignoli, in my position of Manager in charge of preparing corporate accounting
documents of Cairo Communication S.p.A., taking also account of provisions set forth by Art. 154
bis, subsections 3 and 4 of Italian Legislative Decree no. 58 of February 24, 1998, hereby declare:

- the consistency with regard to the characteristics of the company and

- the actual application
of the administration and accounting procedures for the drafting of the financial statements over
2010.

2. It is also stated that:
2.1 the financial statements as at December 31, 2010:
- were drawn up pursuant to the applicable International Accounting Standards adopted by

the European Union pursuant to regulation (EC) no. 1606/2002 of the European Parliament
and Council of July 19, 2002;

- correspond to figures disclosed in the accounting books and records;

- supply a true and fair disclosure of the economic, financial and equity situation of the issuer;

2.2 the Annual Report includes a reliable analysis of the performance and management result, as

well as the situation of the issuer, together with the description of the major risks and
uncertainties to which they are exposed.

March 10, 2011

The Chairman of the Board of Directors The Manager in charge of preparing corporate
accounting documents
(Urbano Roberto Cairo) (Marco Pompignoli)
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