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DIRECTORS’ REPORT

Separate and consolidated financial statements al ecember 2018

Shareholders,

the separate and consolidated financial statesveenat and for the year ended 31
December 2018, submitted for your approval, shespectively, a profit of Euro 6.4 million and
a profit attributable to the owners of the pardriEoro 60.3 million.
With the acquisition of the control of RCS in 2018iro Communication has become a major
multimedia publishing group, with a stable, indegem leadership, well-positioned to become
one of the main player on the Italian market, vétistrong international presence in Spain, by
leveraging on the high quality and diversificatiof products in the dailies, magazines,
television, web and sporting events segments.
In 2018, the Group operated as a:
= publisher of magazines and books (Cairo Editoredfidle Giorgio Mondadori and Cairo
Publishing);
= TV (La7, La7d) and Internet (La7.it, TG.La7.it) pisher;
= multimedia advertising broker (Cairo Pubblicita) tbe sale of advertising space on TV, in
print media, on the Internet and in stadiums;
= publisher of dailies and magazines (weeklies anaithiies) with the relating print and
online advertising sales, in Italy and in Spaimptiyh RCS MediaGroup, also active in the
organization of major world sporting events;
= network operator (Cairo Network); January 2017 redrthe start of the broadcasting of La7

and La7d channels on the mux.

In 2018, the general economic and financial clincaetinued to be marked by uncertainty.

The Italian economy in 2018 confirmed its growtrl, but slowed down starting from the third
quarter, showing an estimated increase in GDP @#0ISTAT), lower than in 2017 and the
European average.

In Spain, a market of operation for RCS throughsubsidiary Unidad Editorial, GDP increased
by 2.5% in 2018, slightly lower than in 2017 (3.1%9nfirming the upswing of Gross Domestic
Product for the fourth consecutive yelx ).

In Italy, in 2018, the advertising market basicalynfirmed the figures of 2017, with magazine
and newspaper advertising markets down by 8.2%6a2%, while TV and online advertising
grew by 0.6% and 4.5% versus 20RC(Nielseih.



The Spanish advertising sales market increased .BY lversus 2017idp, Arce Mediy
Specifically, the daily newspaper and magazine staf&ll by 6.8% and 10%, respectively,
versus 2017. Advertising sales on the Internetl(ghcg social media) drove the market and
increased by 14.8%.

Economic uncertainty in the short-medium term digodaily newspaper and magazine sales
figures.

In terms of circulation, in Italy the unfavourattend in the print products market also continued
in 2018. Specifically, the main national generadiatly newspapers (with a circulation above 50
thousand copies) reported a 5.6% drop in circutaitio2018 (including digital copies), while the
main sports newspapers fell by 10.3% (includingitdigcopies) versus 2017ADS January-
December 2018

As for magazines, looking at the circulation markatweekly titles declared in ADS in 2018,
the market was down overall by approximately 8.5%3% including digital copies) (Internal
source based on ADS figures).

The same trend was seen in Spain, with daily nepespsales down versus 2017. Cumulative
figures on circulation at December 2018JD) regarding general information newspapers
(generalist newspapers with a circulation abovdah®isand copies), business newspapers and

sports newspapers indicate a drop of 11.2%, 5.2%4.8mM%, respectively.

In 2018:

- RCS continued its relaunch, with margins growing stigngersus the prior year, in line
with 2018 performance targets, thanks to the itveés implemented to maintain and
develop revenue and to the ongoing efficiency astiowvhich generated benefits of
approximately Euro 25.7 million in the period. 1618, RCS achieved a net profit of Euro
85.2 milliont (up sharply from Euro 71.1 millidnin 2017, which had benefited for
approximately Euro 14.9 million from the capitaligdrom the sale of theminority
interest held in Istituto Europeo di Oncolgdgitn view of the results achieved, the RCS
Board will propose a dividend to the Shareholdétseting of Euro 0.06 per share,

returning to distribution after 10 years;

- theTV publishing segment La7reported a sharp increase in La7’s audience (+2811%
all-day share and +36% in prime time versus 20Adyertising sales on La7 and La7d

channels, amounting to Euro 149.2 million, wereadliguon the rise by over 8.3% versus

! Amounts and comparisons based on the RCS 2018 ARapart, approved on 18 March 2019.



2017 (Euro 137.8 million), increasing strongly imet second half of the year
(approximately +17%);

- the magazine publishing segment Cairo Editorgosted positive results, achieved high
circulation levels of the publications, and congduto work on improving the levels of

efficiency reached in containing costs (productjaulishing and distribution).

Mention should be made that this Annual Reportiipomtes the new IFRS 15, which came into
effect as of 1 January 2018. The income statemgumtefs of 2018, therefore, cannot be directly
compared with the corresponding amounts of therprg@r. Specifically, if this new standard
had not been applied, consolidated gross reven2®i8 would amount to Euro 1,218 million
instead of Euro 1,322.8 million, with a differenaieEuro 104.8 millioA (Euro 106.8 million the
effect on net revenue, which resulted in a corredjmg increase in the cost of raw and ancillary
materials and consumables of Euro 19.7 million iargkrvice costs of Euro 87.1 million).

The effects of the new standard are thereforeicestrto a different presentation of costs and
revenue, with no impact on the consolidated refsulthe year.

In 2018, Group_consolidated gross revenue amoutttegpproximately Euro 1,322.8 million

(comprising gross operating revenue of Euro 1,298ilbon and other revenue and income of
Euro 23.3 million) versus Euro 1,212.3 million i017 (comprising gross operating revenue of
Euro 1,186.2 million and other revenue and incom&wo 26.1 million). Excluding from the
comparison with the figures in 2017 the effectsiag from the adoption of the new IFRS 15,
gross consolidated revenue would be up by Euronlion.

Gross operating profit (EBITDA) and operating ptqfBIT) came to Euro 182.8 million and

Euro 127.3 million (Euro 168.8 million and Euro 1D2million in the prior year). Profit
attributable to the owners of the parent came tor@fimately Euro 60.3 million (Euro 52
million in 2017).

Looking at the business segments, in 2018:

- in the magazine publishing segment (Cairo Editore)gross operating profit (EBITDA)

and operating profit (EBIT) came to Euro 8.5 mifli@and Euro 7.5 million (Euro 12.2
million and Euro 11.1 million in 2017), and werepatted negatively by the launch costs of
approximately Euro 0.5 million incurred foEhigmistica Mia”. With regard to weeklies,

with approximately 1.5 million average copies swidhe January-December twelve-month

2 Attributable to higher revenue from the sale of lmattions of Euro 131.1 million, to advertising eswe of Euro -13.6 million and
to other revenue of Euro -12.7 million.



period of 2018 ADS), Cairo Editore retains its position as the legdinblisher in copies of
weeklies sold at newsstands, with an approxima889 market share. Including the
average sales of titles out of the ADS survey @bgies sold ofEnigmistica Piu” and of
“Enigmistica Mia"), average copies sold were approximately 1.6 omjli

- intheTV publishing segment (La7),the Group achieved gross operating profit (EBITDA)

of approximately Euro 8.6 million (Euro 7 million 2017), impacted also by the increase in
programming costs of approximately Euro 3.8 millitmimprove programming quality,
which contributed to the strong growth of the shamed by increased costs for television
signal transmission incurred for the Group comp&aro Network. There is usually a
certain time gap between audience trends and aslngrsales results. In second half 2018,
following the outstanding audience results of tingt half of the year, total advertising sales
on La7 and La7d accelerated their growth trend @)L Based on these results, advertising
sales are expected to continue to grow in 2019r&dipg profit (EBIT) was approximately
Euro -1.2 million (Euro -3 million in 2017);

- in the network operator segment gross operating profit (EBITDA) and operating fitro
(EBIT) came to Euro 1.7 million and Euro -0.5 nahi (Euro 0.6 million and Euro -1.6
million in 2017);

- in the advertising segment gross operating profit (EBITDA) and operating fitr¢EBIT)

came to Euro 0.2 million and Euro -0.1 million (Bu.4 million and at breakeven in 2017);

- in the RCS segment in the consolidated financial statements of C&ammunication,

gross operating profit (EBITDA) and operating ptofiEBIT) amounted to Euro 163.8

million® and Euro 121.6 million, rising sharply by Euro45nillion and Euro 25.6 million
versus 2017 (Euro 148.4 million and Euro 96 miljioNet operating revenue amounted to
Euro 975.6 million. Excluding from the comparisoithwthe figures in 2017 the effects
arising from the adoption of the new IFRS 15, R@S$ nevenue would be up by Euro 3.4
million. At circulation level, the dailie€orriere della SeraLa Gazzetta dello Spotlarca
and Expansiéncontinue to lead their respective segmelisMundois once again the
second most popular general daily in Spain forutatton at newsstands. In 2018, the digital
performance indicators of the RCS daily newspaptas scontinued to grow strongly:

average monthly unique browsers gdizzetta.itincreased by 17.9% (34.3 million) and

3 Mention should be made that RCS adopts a diffedefinition of EBITDA from the one used by the @Gai€ommunication Group, as
indicated in the above section “Alternative Perfanoe Measures”. As a result of these differench&hwlie in the provisions for risks and in
the allowance for impairment, amounting in the yeaEuro 8.4 million, EBITDA shown in the RCS 20A8nual Report approved on 18
March 2019 amounted to Euro 155.3 million.



corriere.it by 4% (48.9 million) versus 201Adobe Analytics At December 2018, the total
active customer base f@orriere della Serawas 135 thousand subscribers, up by 29%
versus 2017. In Spain too, average monthly unigqoe/gers olmundo.e$+9.1% reaching
54.3 million) andmarca.com(+29.4% reaching 57.7 million) grew versus the pyear
(Omniture. Against this backdrop, RCS revenue from digaativities rose by 12.6%
versus 2017 to reach Euro 163 million, propellesbdly the growth in digital advertising
revenue, which reached approximately Euro 126 onmillin 2018 (+15.1 million versus
2017).

In 2018, La7’s average all-day share was 3.69%h)yup8.1% versus 2017, and 4.87% in prime
time (from 8:30 PM to 10:30 PM), rising sharply by 36%rsus 2017, with a high-quality target
audience. Thanks to these results, in 2018 Lathés dgeneralist channel that reported the
strongest growth in audience on the Italian telewiscene. La7d’s share was 0.52% (0.41% in
prime time). The channel’s news and discussion naragies all continued to show remarkable
and increasingly strong audience figur@sto e Mezzavith a 7.1% average share from Monday
to Friday (+23.4% versus 2017gLa7 edizione delle 28.8% from Monday to Friday (+8.4%
versus 2017)diMartedi 7.4% (+47.6% versus 2017Riazzapulita’5.9% (+36.4% versus
2017),Propaganda Lie 4.6% (+67% versus 201Mlon e 'Arena7% (+8.2% versus 2017),
Omnibus Dibattito4.6% (+22% versus 201 7Coffee Breakt.9% (+24.4% versus 201 71) ' Aria

che tira 6.85% (+31% versus 2017)Tagada 3.6% (+47.2% versus 2017k Onda 5.1%
(+24.8% versus 2017}he Maratone Mentang14.27% share the 4 March marathon) and the

election specials.

In 2018, La7 was firmly the sixth national primmé network for average listeners, and achieved
in the entire morning slot (07.00-12.00) high rgdnwith an average share of 4.52%, up by
21.8% in the same slot in 2017, ranking as fouethegalist network in the year.

On the web front too, remarkable results were agigwith over 26 million (+51% versus
2017) average unique browsers on La7 siteg .ft, TGla7.it Sedanoallegro.jtand theTGla7
app, and 415 million views of its programmes orditital platforms and on YouTube channels
(+76% versus 2017).



PERFORMANCE
Cairo Communication Group — Consolidated figures

The mainconsolidated income statement figureg 2018 can be compared with the figures in
2017:

(€ millions) 31/12/2018 31/12/2017
Gross operating revenue 1,299.5 1,186.2
Advertising agency discounts (75.4) (76.8)
Net operating revenue 1,224.1 1,109.4
Change in inventory 0.3 (0.3)
Other revenue and income 23.3 26.1
Total revenue 1,247.8 1,135.3
Production cost (739.7) (645.3)
Personnel expense (328.0) (321.4)
Income (expense) from equity-accounted investees 5 2. 2.1
Non-recurring income (expense) 0.2 (1.8)
Gross operating profit (EBITDA) 182.8 168.8
Amortization, depreciation, provisions and

impairment losses (55.5) (66.1)
EBIT 127.3 102.7
Other mcomg (expense) from financial ©0.9) 16.2
assets/liabilities

Net financial income (14.5) (24.8)
Profit (loss) before tax 111.9 94.1
Income tax (14.7) (10.8)
Non-controlling interests (37.1) (31.3)
Profit from continuing operations attributable to 60.1 52.0
the owners of the parent

Profit (loss) from discontinued operations 0.2 -
Profit attributable to the owners of the parent 603 52.0

In 2018, consolidated gross revenue amounted torogippately Euro 1,322.8 million

(comprising gross operating revenue of Euro 1,29&#ion and other revenue and income of
Euro 23.3 million) versus Euro 1,212.3 million i61¥ (comprising gross operating revenue of
Euro 1,186.2 million and other revenue and incom&uwro 26.1 million). Mention should be
made that if the new IFRS 15, which came into fasef 1 January 2018, had not been applied,
consolidated gross revenue in 2018 would amouBure 1,218 million instead of Euro 1,322.8
million.

Consolidated _gross operating profit (EBITDA) and eding profit (EBIT) came to
approximately Euro 182.8 million and Euro 127.3limil (Euro 168.8 million and Euro 102.7

million in 2017). In 2018, the overall net effedtrmn-recurring income and expense amounted




to a positive Euro 0.2 million, resulting from imoe of Euro 2.6 million, offset by expense of
Euro 2.4 million attributable to RCS. In 2017, mein-recurring expense amounted to Euro 1.8
million.

In 2018, operating profit (EBIT) in the TV publisiy segment (La7) benefited in the
consolidated financial statements, with respedhtofinancial statements of La7 S.p.A., from
lower amortization and depreciation of Euro 1.6lionl (Euro 3.3 million in 2017), due to the
write-down of tangible and intangible assets mad20i13 in the purchase price allocation of the
investment in La7.

Operating profit (EBIT) in the RCS segment was iiegly affected, in the consolidated
financial statements, by higher amortization ohigible assets of Euro 2 million, due to the
valuations made in the purchase price allocatiothefinvestment in RCS, specifically to the
allocation of amounts to intangible assets (presfypwnrecognized), mainly attributable to

Italian trademarks and magazine titles with finigeful life.

The Groupstatement of comprehensive incomean be analyzed as follows:

€ millions 2018 2017

Profit for the year 97.4 83.3
Reclassifiable items of the comprehensive income statement

Gains (losses) from the translation of financiateshents denominated in foreign
currencies

Reclassification of gains (losses) from the trainsiaf financial statements in foreign
currencies

Gains (losses) on cash flow hedges 31 (1.5) 0.2)
Reclassification of gains (losses) on cash fowghed 31 1.1 3.6
Tax effect 0.1 (0.8)

Non-reclassifiable items of the comprehensive income statement

Actuarial profit (loss) from defined benefit plans 0.5 0.4)
Tax effect (0.1) 0.1
Gains (losses) from fair value measurement ofeipsiruments 17 (1.5) -
Total comprehensive income for the period 96.0 85.6
- Owners of the parent 59.5 53.2
- Non-controling interests - continuing operations 36.5 32.4
96.0 85.6

The Group’s performance can be read better by aimgiythe 2018 results byain business
segment(magazine publishing Cairo Editore, advertising, gublishing La7, network operator
Cairo Network, Il Trovatore and RCS) versus thos20d.7:
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Magazine Advertising v Network Trovatore Intra and Total
2018 publishing publishing  operator RCS un
(€ millions) Cairo La7 (Cairo allocated
Editore Network)
Gross operating revenue 1114 183.4 106.8 12.0 1,025.6 .9 0 (140.7) 1,299.5
Advertising agency discounts - (25.6) - - (50.0) - 0.3 @5
Net operating revenue 111.4 157.8 106.8 12.0 975.6 0.9 4Qq¥) 1,2241
Change in inventory 0.0 - - - 0.3 - - 0.3
Other revenue and income 2.4 0.6 4.7 0.1 17.2 0.0 (1.6) 323.
Total revenue 113.8 158.4 111.5 12.1 993.1 0.9 (142.0) 1.4
Production cost (85.8) (148.3) (67.5) (10.3)  (569.1) J0.7 1420 (739.7)
Personnel expense (19.5) (9.9) (35.5) (0.1) (262.9) (0.1) - (328.0)
Income (ex.pense) from equity- . i i i 25 ; B 25
accounted investees
Non-recurring income (expense) - - - - 0.2 - 0.2
Gross operating profit (EBITDA) 8.5 0.2 8.6 1.7 163.8 0.1 0.0 182.8
Amortization, depreciation
! ! 1.0 0.3 9.8 2.2 42.2 0.0 - 55.5
provisions and impairment losses .0 ©3 ©8 22 ( ) ( )
EBIT 7.5 0.1) (1.2) (0.5) 121.6 0.1 0.0 1273
Other gains (losses) on financial
- - - 0.9 - - 0.9
assets/liabilities ©9) ©9)
Net financial income 0.0 (0.5) 0.1 (0.0) (14.1) (0.0) - @y
Profit (loss) before tax 7.5 (0.6) (1.1) (0.6) 106.6 0.1 .0 1119
Income tax (1.6) (0.1) 15 0.1 (14.6) (0.0) - (14.7)
Non-controlling interests - - - - (37.1) (0.0) (37.1)
Profit from continuing 6.0 (0.8) 0.4 (0.5) 54.9 0.1 00  60.1
operations
Profit (Ioss) from discontinue _ . . . _ _ 0.2 0.2
operations
Profit for the period 6.0 (0.8) 0.4 (0.5) 54.9 0.1 0.2 60.3
Magazine Advertising v Network Trovatore Intraand  Total
2017 publishing publishing  operator RCS un
(€ millions) Cairo La7 (Cairo allocated
Editore Network)

Gross operating revenue 90.1 173.1 99.1 7.9 943.6 0.9 8.%)2 1,186.2
Advertising agency discounts - (24.4) - - (52.6) - 0.2 896
Net operating revenue 90.1 148.7 99.1 7.9 891.0 0.9 (8. 1,109.4
Change in inventory 0.0 - - - (0.3) - - (0.3)
Other revenue and income 2.9 0.8 2.3 0.1 20.9 0.0 (0.9) 126.
Total revenue 93.0 149.5 101.4 8.0 911.6 0.9 (129.2) 1,B35.
Production cost (61.1) (140.0) (60.0) (7.3) (505.4) (0.7) 129.2  (645.3)
Personnel expense (19.7) 9.1) (34.4) (0.2) (258.1) (0.0) - (321.4)
Income (expense) from equity-

) - - - - 2.1 - - 2.1
accounted investees
Non-recurring income (expense) - - - - (1.8) - - (1.8)
Gross operating profit
(EBITDA) 12.2 0.4 7.0 0.6 148.4 0.1 0.0 168.8
Amortization, depreciation,

1.1 0.4 10.1 2.2 52.3 0.0 - 66.1
provisions and impairment losses a1 ©4 ( ) @2 ( ) ( )
EBIT 11.1 0.0 (3.0) (1.6) 96.0 0.1 0.0 102.7
Other g_am.s., (Iosses) on financial : B : B 16.2 } } 16.2
assets/liabilities
Net financial income (0.0) (0.4) 0.2 (0.2) (24.4) (0.0) - 24(8)
Profit (loss) before tax 11.1 (0.4) (2.9) 1.7) 87.8 0.1 .0 94.1
Income tax (3.4) (0.4) 2.1 0.4 (9.4) (0.0) - (10.8)
Non-controlling interests - - - - (31.3) (0.0) - (31.3)
Profit from continuing 7.7 (0.8) (0.8) (1.3) 471 0.1 0.0 52.0
operations
Profit (loss) from discontinued : B : B ) ) ) ;
operations
Profit for the period 7.7 (0.8) (0.8) (1.3) 47.1 0.1 0.0 52
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Gross operating revenuein 2018, split up by main business segment, can be analgzed

follows versus the amounts of 2017:

Magazine Advertising v Network RCS Trovatore Intraandun  Total
2018 publishing publishing operator
- Cairo Ed. La7 Cairo Network allocated
(€ millions)
TV advertising 152.1 102.7 1.8 (105.6) 151.0
Advertising on print media, Internet a
sporting events 19.5 30.7 1.6 454.0 (20.5) 485.3
Other TV revenue 2.5 7.8 (0.3) 10.1
Magazine over-the-counter sales and 93.4 437.7 (0.3) 530.8
VAT relating to publications (1.5) (5.3) (6.8)
Other revenue 0.6 12.0 129.6 0.9 (14.0) 129.2
Total gross operating revenue 111.4 183.4 106.8 12.0 1,025.6 0.9 (140.7) 1,299.5
Other revenue 2.4 0.6 4.7 0.1 17.2 0.0 (1.6) 23.3
Total gross revenue 113.8 184.0 1115 12.1  1,042.8 0.9 (142.3) 1,322.8
Magazine  Advertising v Network RCS Trovatore Intraand  Total
2017 publishing publishing operator un
£ mill Cairo Ed. La7 Cairo
(€ millions) Network allocated
TV advertising - 141.3 95.6 2.9 - (96.8) 143.0
Advertising on print media, Internet a
sporting events 20.4 31.2 1.6 - 459.5 (21.0) 4917
Other TV revenue - - 1.9 8.7 (0.5) 10.0
Magazine over-the-counter sales and ¢ 71.2 - - 345.1 (0.3) 416.1
VAT relating to publications (1.5) (4.8) (6.3)
Other revenue - 0.6 7.9 132.2 0.9 (9.9 1317
Total gross operating revenue 90.1 173.1 99.1 7.9 943.6 0.9 (128.5) 1,186.2
Other revenue 2.9 0.8 2.3 0.1 20.9 0.0 (0.9) 26.1
Total gross operating revenue 93.0 173.9 101.4 8.0 964.5 0.9 (129.4) 12123

Mention should be made that, effective from 1 Jayn®18, the Group adopted IFRS -

Revenue from contracts with customewkich resulted in a different presentation oftsaand

revenue, as a result of the valuation of the ppaicagent rolewith no impact on the result for
the period or on equity at 1 January 2018.

This new standard was adopted using the cumuletieet approach and, therefore, not applying
its provisions to the period shown for comparapueposes.

As a result, revenue in 2018 cannot be directlymamed with revenue in 2017. The application
of IFRS 15 resulted in: (i) an increase in net nese of Euro 106.8 million and in (ii) a
corresponding increase in costs for the consummtfaaw materials, consumables and supplies

(Euro 19.7 million) and services (Euro 87.1 milljon
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The mainconsolidatedstatement of financial positionfigures at 31 December 2018 can be

compared with the situation at 31 December 2017:

(€ millions) 31/12/2018 31/12/2017

Statement of financial position

Property, plant and equipment 89.6 97.7
Intangible assets 994.0 1,008.2
Financial assets 58.4 65.0
Deferred tax assets 103.0 113.3
Net working capital (54.2) (87.1)
Total assets 1,190.8 1,197.1
Non-current borrowings and provisions 113.2 121.9
Deferred tax provision 165.3 169.7
(Net financial position)/Net debt 188.6 263.1
Equity attributable to the owners of the parent 436.8 391.6
Equity attributable to non-controlling interests 286.9 250.8
Total equity and liabilities 1,190.8 1,197.1

Mention should be made that, at their Meeting orAR¥il 2018, the shareholders approved the

distribution of a dividend of Euro 0.10 per shanelusive of tax, with coupon detachment date

on 14 May 2018.

In 2018, as part of the share buy-back plans, eastiry shares were sold or purchased. At 31
December 2018, Cairo Communication held a totalmf779 treasury shares, or 0.001% of the

share capital, subject to art. 2357-ter of thedtaCivil Code.

The consolidatedhet financial position at 31 December 2018, versus the situation at 31

December 2017, can be summarized as follows:

Net financial debt 31/12/2018 31/12/2017 Change
(€ milions)
Cash and cash equivalents 56.2 128.1 (71.9)

Other current financial assets and
financial receivables 17 0.9 08
Current financial assets (liabilitie
from derivative instrument:

Current financial payables (63.8) (72.0) 8.2
Current net financial position (net

(0.1) (1.0) 0.9

financial debt) (6.0) 56.0 (62.0)

Non-current financial payables (181.6) (319.0) 137.3
Non-current financial assets

(liabilities) from derivative instrumen 1.0) ©.1) ©.9)

Non-current net financial position

(netfinancial debt) (182.6) (319.1) 136.5
Net financial position (Net

financial debt) from continuing (188.6) (263.1) 74.5

operations
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At 31 December 2018, the net financial debt of R@®unted to Euro 187.6 million (Euro 287.4
million at 31 December 2017).

The improvement in the net financial debt versusD&tember 2017 of Euro 74.5 million is
attributable mainly to cash flows from ordinary ogtéons, comprising the dynamics of current
assets, offset by the distribution of dividendsrappd by the Shareholders' Meeting held on 27
April 2018 for a total of Euro 13.4 million, and lmutlays for capital expenditure (Euro 31.9
million) and net non-recurring expense (Euro 6.4iom).

As described in greater detail in Note "Aon-current financial payables and liabilitiesh the
consolidated financial statements, on 10 Octob&$S Rigned an amending agreement to the
existing loan agreement with the Pool of Banks, sehmain terms are: (i) a 12-month extension
of the duration of the loan, with a resulting pastement of the final maturity date from 31
December 2022 to 31 December 2023 and (ii) a remtudh the spread applied to both credit
facilities as from 10 October 2018, and subsequemttalculated from time to time using a
margin grid based on the leverage ratio (NFD/EBITDA), whichmisre favourable than the one

envisaged in the existing loan agreement.

To analyze the major financial indicators, the cidsited asset structure at 31 December 2018

can be examined using a reclassified statementisamcreasing liquidity/settlement:
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31/12/2018 31/12/2017
(€ millions)
Non-current assets
Property, plant and equipment and intangible asset 1,083.6 1,105.9
Financial assets 43.4 49.7
Other non-current assets 15.0 15.3
Deferred tax assets 103.0 113.3
Total non-current assets 1,245.0 1,284.2
Current assets
Inventory 22.9 18.2
Trade receivables (unavailable liquid funds) 268. 293.2
Other unavailable liquid funds 53.9 57.6
Total operating working capital 345.1 369.0
Other current financial assets 1.7 0.9
Available liquid funds 56.2 128.1
Total current assets 403.0 498.0
Invested capital 1,648.0 1,782.2
Equity attributable to the owners of the parent 723.7 642.4
Consolidated liabilities
Non-current post-employment benefits and provisiam
risks and charges 66.1 66.5
Deferred tax liabilities 165.3 169.7
Other non-current liabilities 0.9 0.9
Non-current borrowing liabilities 182.6 319.1
Total consolidated liabilities 414.9 556.2
Current liabilities
Current portion of provisions for risks and charge 46.2 54.4
Current operating liabilities 399.3 456.2
Current borrowing liabilities 63.9 73.0
Total current liabilities 509.4 583.6
Financing capital 1,648.0 1,782.2
Profit 60.3 52.0
Operating profit (EBIT) 127.3 102.7
Sales 1,224.1 1,109.4

The table below shows the analysis of the operatsglts and cash flows of the Group through

the main key performance indicators:
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(€ millions) Description 31/12/2018 31/12/2017

Solvency indicators
Current assets less current

liabilities margin Current assets-current liabilities (106.4) (85.6)
Current assets less current S
liabilities ratio Current assets/current liabilities 0.8 0.9

(Unavailable liquid funds + available

Treasury margin liquid funds)-current liabilities (129.3) (103.8)
(Unavailable liquid funds + available

Treasury ratio liquid funds)/current liabilities 0.7 0.8

Non-current asset financing

indicators

Own funds less fixed assets

margin Own funds — non-current assets (521.3) (641.8)

Own funds less non-current assets

ratio Equity/non-current assets 0.6 0.5

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

liabilities less non-current assets non-current assets

margin (289.0) (404.7)

Own funds plus non-current S
liabilities less non-current assets (Own funds+ non-current liabilities)/non-

ratio current assets 0.8 0.7

Financing structure indicators

Total liabilities-to-equity ratio (non-current + current liab.)/Own funds 1.3 1.8
Financing debt ratio Third-party funds/Own funds 0.3 0.6
Current operating assets - current

operating liabilities (54.2) (87.2)
Profitability indicators

ROE Profit/Own funds 8.3% 8.1%
ROE current operations Profit curr. op./Own funds 8.2% 7.9%

Operating profit/
ROI (Inv. op. capital — op. liabilities) 10.6% 8.1%
Operating profit current operations/

ROI current operations (Inv. op. capital — op. liabilities) 10.7% 8.2%
Other indicators

Receivables turnover 66 79

Solvency indicators (liquidity), which representetlability to maintain short-term financial
stability, namely to meet short-term outflows (@t liabilities) with existing cash (available
liquid funds) and short-term inflows (unavailabiguid funds), show that current liabilities are
higher than current assets.

In this regard, at 31 December 2018:
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- only approximately Euro 40 million out of a totdl Buro 140 million of the medium-
long term revolving loan granted by Banca IntesaCiro Communication had been
drawn down at 31 December 2018 versus 78.2 mi#liddil December 2017;

- only Euro 45 million out of a total of Euro 125 figh of the revolving line set out in the
RCS loan agreement had been drawn down at 31 Dece2hh8;

- the publishing companies have a negative net wgrkiapital (current assets net of
current liabilities, not including financial assetsliabilities) since a portion of the trade
receivables (those from sales in the publishingreed) are transformed into cash more
quickly than average supplier payment terms;

- the Group attempts to ensure that an appropridligyao generate cash is maintained,
even under the current market conditions.

The statement is used to analyze overall dynanmidsoggins of cash movements.

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

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

- the methods of funding medium/long term commitments

- the composition of funding sources.

An analysis of the indicators shows that own fuodsger the funding of approximately 60% of
the fixed assets.

With regard to profitability indicators, the ROl €Rirn on Invested capital) is an indicator that
expresses the level of efficiency/effectivenessmporate management. Invested capital as the
denominator is restated for an equivalent amouniatilities without explicit maturity since

their cost is substantially included in operatimgfi.
Cairo Communication S.p.A. - Parent performance

The mainincome statement figureof Cairo Communication S.p.A.in 2018 can be compared

as follows versus those in 2017:
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(€ millions) 2018 2017
Gross operating revenue 6.9 105.5
Advertising agency discounts -

Net operating revenue 6.9 105.5
Other revenue and income 0.7 1.2
Total revenue 7.6 106.7
Production cost (4.3) (103.5)
Personnel expense (3.2) (3.2)
Gross operating profit (EBITDA) 0.1 -
Amortization, depreciation, provisions and

impairment losses (0.2) (0.3)
EBIT (0.1) (0.3)
Net financial income (0.5) (0.5)
Other income (expense) from financial assets/liddmsl 7.1 8.3
Profit (loss) before tax 6.5 7.5
Income tax (0.1) (0.2)
Profit for the year 6.4 7.3

With the application of the new IFRS 15, in conmattto the advertising sub-concession

contracts in place with the subsidiary Cairo Putitali Cairo Communication was recognized the

role of agent; revenue, therefore, was netted fwess for these activities only the component

realized by the Company, with a reduction in rewefur the year of Euro 105.4 million and a

corresponding decrease in cost of services.

On a like-for-like basis, excluding the effectstbé adoption of the new accounting standard

from the comparison with the 2017 figures, grossrapng revenue would amount to Euro 111.9

million, with an increase in revenue by Euro 6.4lion, due in particular to the positive trend in

TV advertising sales.

In 2018, Cairo Communication continued to operatelV advertising sales (La7, La7d and

theme channels Cartoon Network and Boomerang) anthe Internet through its subsidiary

Cairo Pubblicita on a sub-concession basis, inagiedvertising spaces directly to its customers

and returning to Cairo Communication a share oémere generated by resources managed on a

sub-concession basis. In the current year, asut refsthe first-time application of IFRS 15,

revenue from sub-concession fees charged to theidsaty Cairo Pubblicita S.p.A. are shown

net of the fees paid back to the publishers who themedia.

In 2018, _gross operating profit (EBITDA) came tgasitive Euro 0.1 million (breakeven in

2017) and operating result (EBIT) to a negativeoHud million (a negative Euro 0.3 million in

2017)._Profit was approximately Euro 6.4 millioru¢g 7.3 million in 2017).
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“Other income (expense) from financial assets aabilities" includes dividends of Euro 7.1

million approved by the subsidiary Cairo Editora. 2017, the item included the dividends

approved by Cairo Editore, amounting to Euro 8.Bioni.

The Parenstatement of comprehensive incomean be analyzed as follows:

(€ millions) 31/12/2018

31/12/2017

Statement of comprehensive income of the Parent

Profit 6.4

Other non-reclassifiable items of the comprehenisigeme
statement
Actuarial profit (loss) from defined benefit plans

Tax effect

7.3

Total comprehensive income 6.4

7.3

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

December 2018 can be compared with the situati@i &tecember 2017:

(€ millions) 31/12/2018 31/12/2017
Statement of financial position

Property, plant and equipment 0.3 0.3
Intangible assets 0.2 0.2
Financial assets 328.9 328.9
Other non-current financial assets 24.2 16.8
Net trade working capital (24.7) (14.3)
Total assets 328.9 331.9
Non-current borrowings and provisions 1.6 15
(Net financial position)/Net debt 75.7 71.6
Equity 251.6 258.8
TOTAL EQUITY AND LIABILITIES 328.9 331.9

Mention should be made that, at their Meeting orAR¥il 2018, the shareholders approved the

distribution of a dividend of Euro 0.10 per shanejusive of tax, for a total of Euro 13.4 million,

with coupon detachment date on 14 May 2018.

The net financial position of the Parent at 31 December 2018, versus thatsituat 31

December 2017, is summarized as follows:
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(€ millions) 31/12/2018 31/12/2017 Change

Cash and cash equivalents 4.3 6.6 (2.3)
Current financial payables to subsidiaries (40.0) - (40.0)
Non-current financial payables (40.0) (78.2) 38.2
Total (75.7) (71.6) (4.1)

A total amount of Euro 140 million in the non-curtdinancial payables refers to the revolving

facility, with approximately Euro 40 million drawthown, to fund both the cash component of

the offer for the acquisition of the control of RC&hd for other general corporate purposes.

Short-term financial payables to subsidiaries d@tebatable to the short-term interest-bearing

liquidity deposit agreement signed with La7 S.gBuro 40 million).

Statement of reconciliation of Parent equity and pofit and Group

equity and profit

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

Group equity and profit can be analyzed as follows:

(€ millions) Equity Profit for
31/12/2018 2018

Financial statements of Cairo Communication S.p.A. 251.5 6.4

Elimination of the carrying amount of consolidatgliity investments:

Difference between carrying amount of investmentstaeir equity value (59.4)

Effects of the purchase price allocation of RCS S.p.A 153.0 (2)

Effects of the purchase price allocation of La7.&.p (11.4) 4.2

Share in consolidated companies’ profit net of gtreent impairment losses 57.6

Allocation of consolidation differences

RCS goodwill net of tax effects 114.2

Other goodwill 7.2

Elimination of intra-group profits net of incomexta (18.4) 0.2

Elimination of intra-group dividends (7.2)

Consolidated financial statements of Cairo Communiation 436.8 60.3
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Main business segment operating results and relatedsk factors and

strategic opportunities

MAGAZINE PUBLISHING CAIRO EDITORE
Cairo Editore - Cairo Publishing

Cairo Editore operates in the magazine publishietd fthrough (i) weeklies Settimanale
DIPIU™, “DIPIU" TV” , and bi-weekly supplement&Settimanale DIPIU’ e DIPIUTV
Cucina” and“Settimanale DIPIU’ e DIPIU'TV Stellare; “Diva e Donna” and the fortnightly
“Diva e Donna Cucina” “TV Mia”, “Settimanale Nuovo”, “F", “Settimanale Gido” and
“NuovoTV”, “Nuovo e Nuovo TV Cucina”, “Enigmistica Piu” antiEnigmistica Mid, (ii)
monthlies“For Men Magazine” and “Natural Style” and (iii) through its Editoriale Giorgio
Mondadori division with monthliesBell'ltalia”, “Bell’Europa”, “In Viaggio”, “Airone 7,
“Gardenia”, “Arte” and“Antiquariato” .

The results achieved by the Cairo Editore publiglsiegment in 2018 can be analyzed as

follows:

Publishing Cairo Editore 2018 2017

(€ millions)

Operating revenue 111.4 90.1
Other income 2.4 2.9
Change in inventory - -

Total revenue 113.8 93.0
Production cost (85.8) (61.1)
Personnel expense (19.5) (19.7)
Gross operating profit (EBITDA) 8.5 12.2
Amortization, depreciation, provisions and impainine (1.0) (1.2)

losses '

EBIT 7.5 111
Other income (expense) from financial assets/liddmsl - -
Net financial income - -

Profit (loss) before tax 7.5 11.1
Income tax (1.6) (3.4)

Profit for the year 6.0 7.7

In 2018, Cairo Editore worked on improving the levef efficiency reached in containing
production, publishing and distribution costs, amatinued to achieve positive results. Gross
operating profit (EBITDA) and operating profit (EBI came to approximately Euro 8.5 million
and approximately Euro 7.5 million (Euro 12.2 neiliand Euro 11.1 million in 2017) and were

impacted by the launch costs of approximately Eugomillion for “Enigmistica Mid.
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Mention should be made that if the new IFRS 15 cWiiame into force as of 1 January 2018,
had not been applied, consolidated gross operatmgnue in the Cairo Editore magazine
publishing segment in 2018 would amount to Eurd 88illion instead of Euro 113.8 million.

The difference of Euro 25.1 million is explained the presentation of publishing revenue
gross of the distribution margin, with a correspgogdand equivalent increase in the cost of

Services.

In 2018, Cairo Publisher launched:
- in June'Diva e Donna Cucina", aew fortnightly magazine sold optionally witbiva
e Donna", which features cooking and recipes, placing emphas health and

wellbeing at the table;

- in July "Enigmistica Mid, a new weekly packed with puzzles, games andmastthat
debuted on newsstands at the launch price of 5Qs,cemhich complements

"Enigmistica Pill on newsstands from April 2016.

The Group weeklies reported high circulation resultith an average ADS weekly circulation in
the January-December period of 2018 of 427,540esoffdr “Settimanale DIPIU”, 218,137
copies for “DIPIU’ TV”, 88,492 copies for “Settimalte DIPIU’ e DIPIU'TV Cucina”, 173,192
copies for “Diva e Donna”, 210,006 copies for “8atthale Nuovo”, 112,404 copies for “F”,
95,273 copies for “TVMia”, 75,446 copies for “Setdnale Giallo”, 91,132 copies for
“NuovoTV” and 46,585 copies for “Nuovo e Nuovo TVué€ina”, reaching a total of
approximately 1.5 million average weekly copiesdsahnd making the Group the leading
publisher in copies of weeklies sold at newsstamddy an approximately 30% market share.
Including the average sales of titles out of theSAfurvey (average copies sold‘Bhigmistica

Piu” and ‘Enigmistica Mid), average weekly copies sold were approximatebyriillion.

The tables below analyze the circulation trend eékies in 2018 versus 2017:

Dipiu' Dipiu' Dipiu'e Divae TV  Nuovo Nuovo Nuovoe F Giallo

. TV Dipiu  donna Mia TV Nuovo
Weeklies
TV TV
Cucina Cucina
ADS
2018 427,540 218,137 88,492 173,192 95273 210,006 91,132 46,585 112,404 75,446
average
ADS

2017 453,626 246,552 114,928 169,658 108,303 212,377 98,050 56,804 116,607 86,039
average
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Monthlies For Men  Natural Bell'ltalia Bell’Europa In Airone  Gardenia
Magazine Style Viaggio

ADS average 201t 31,348 41,886 45,708 19,938 18,053 42,454 50,120

ADS average 201° 34,683 44,841 46,087 19,299 20,076 45,902 52,982

In 2019, Cairo Editore’s strategy will continuefteus on the following elements: (i) the pivotal
importance of the quality of products, (ii) supmagt the circulation levels of its own
publications, including through investments in prins, communication and quality of editorial
content, (iii) attention to costs in general, andduiction costs in particular, with a view towards
continuous improvement of industrial, publishinglgmocurement conditions and processes, and
(iv) continued extension and increase in qualityhef product portfolio in order to capture the

market segments with greater potential.

ADVERTISING

Looking at the advertising segment, in 2018 Caimm@wunication continued to operate as
advertising broker - with its subsidiary Cairo Plifita - selling space in the print media for
Cairo Editore and for Editoriale GenesisPfima Comunicaziorfe and “Uomini e
Comunicazion§, for the sale of advertising space on TV for Laid La7d, for Turner
Broadcasting Cartoon Networkand Boomerang and for La PresseT¢rino Channél, on the
Internet Cartoon Network.)t and for the sale of stadium signage and spatieea®limpico in
Turin for Torino FC. Starting from December 2018yeartising sales began on the information
siteopen.online.

The results achieved by Advertising in 2018 caahayzed as follows:
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Advertising 2018 2017

(€ millions)

Gross operating revenue 183.4 173.1
Advertising agency discounts (25.6) (24.4)
Net operating revenue 157.8 148.7
Other income 0.6 0.8
Change in inventory - -
Total revenue 158.4 149.5
Production cost (148.3) (140.0)
Personnel expense (9.9) (9.1)
Gross operating profit (EBITDA) 0.2 0.4
Amortization, depreciation, provisions and (0.3) (0.4)
impairment losses '

EBIT (0.1) 0.0
Other income (expense) from financial

assets/liabilities i i
Net financial income (0.5) (0.4)
Profit (loss) before tax (0.7) (0.4)
Income tax (0.1) (0.4)
Non-controlling interests - -
Profit (loss) for the year (0.8) (0.8)

In 2018, gross advertising sales on La7 and Laaméls amounted to Euro 149.2 million (Euro
137.8 million in 2017). Advertising sales on Cakditore titles amounted to Euro 25.5 million
(Euro 26.5 million in 2017).

Gross operating profit (EBITDA) and operating pt@&BIT) in the advertising segment came to

Euro 0.2 million and Euro -0.1 million (Euro 0.41lhan and breakeven in 2017).

TV PUBLISHING (La?)

The Group started operations in the TV field in 20fbllowing acquisition from Telecom Italia

Media S.p.A. of the entire share capital of La7.ISas of 30 April 2013, with the upstream

integration of its concessionaire business for shée of advertising space, diversifying its

publishing activities previously focused on magegin

At the acquisition date, the financial situationlaf7 had called for the implementation of a

restructuring plan aimed at reorganizing and stlieémg the corporate structure and at curbing
costs, while retaining the high quality levels bé tprogramming. Starting from May 2013, the
Group began to implement its own plan to restructine company, achieving, as early as the

May-December eight-month period of 2013, a posity®ss operating profit (EBITDA),
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strengthening in the years that followed the raswf the cost rationalization measures
implemented.

The results achieved by TV Publishing (La7) in 2828 be analyzed as follows:

TV publishing 2018 2017

(€ millions)

Gross operating revenue 106.8 99.1
Other income 4.7 2.3
Change in inventory - -
Total revenue 111.5 101.4
Production cost (67.5) (60.0)
Personnel expense (35.5) (34.4)
Gross operating profit (EBITDA) 8.6 7.0
Amortization, depreciation, provisions and impainnesses (9.8) (10.1)
EBIT (1.2) (3.0)
Other income (expense) from financial assets/liddmxl - -
Net financial income 0.1 0.2
Profit (loss) before tax (1.2) (2.9)
Income tax 15 2.1
Non-controlling interests - -
Profit for the year 0.4 (0.8)

In 2018, the TV publishing segment (La7) achievedsg operating profit (EBITDA) of

approximately Euro 8.6 million (Euro 7 million irD27). The result in the period under review
was impacted also by increased programming cosapmioximately Euro 3.8 million to improve
programming quality, which contributed to the grbvaf La7’s all-day share by 28.1% and by
36% in prime time. There is usually a certain tigag between audience trends and advertising
sales results. In second half 2018, following @béstanding audience results of the first half of
the year, total advertising sales on La7 and L&telarated their growth trend (+17%).

Operating profit (EBIT) came to approximately Eurd.2 million and benefited in the

consolidated financial statements, with respethéoseparate financial statements of La7 S.p.A.,
from lower amortization and depreciation of Euré fnillion, due to the write-down of tangible
and intangible assets made in 2013 in the purcpase allocation of the investment in La7. In

2017, operating profit (EBIT) had come to Euro 3lliom, benefiting in the consolidated

financial statements from lower amortization angrdeiation of Euro 3.3 million.

In 2018, La7’s average all-day share was 3.69%Qyup8.1% versus 2017, and 4.87% in prime
time (from 8:30 PM to 10:30 PM), rising sharply by 36%rsus 2017, with a high-quality target

audience. Thanks to these results, in 2018 Latheés generalist channel that reported the

strongest growth in audience on the Italian teleniscene. La7d’s share was 0.52% (0.41% in
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prime time). The channel’s news and discussion naragies all continued to show remarkable
and increasingly strong audience figur@sto e Mezzavith a 7.1% average share from Monday
to Friday (+23.4% versus 2017gLa7 edizione delle 28.8% from Monday to Friday (+8.4%
versus 2017)diMartedi 7.4% (+47.6% versus 2017Riazzapulita’5.9% (+36.4% versus
2017),Propaganda Lie 4.6% (+67% versus 201Mlon e 'Arena7% (+8.2% versus 2017),
Omnibus Dibattito4.6% (+22% versus 201 7Coffee Breakt.9% (+24.4% versus 201 71) Aria

che tira 6.85% (+31% versus 2017)Tagada 3.6% (+47.2% versus 2017k Onda 5.1%
(+24.8% versus 2017}he Maratone Mentang14.27% share the 4 March marathon) and the

election specials.

In 2018, La7 was firmly the sixth national primené network for average listeners, and achieved
in the entire morning slot (07.00-12.00) high rg&nwith an average share of 4.52%, up by
21.8% in the same slot in 2017, ranking as fouethegalist network in the year.

On the web front too, remarkable results were aggwith over 26 million (+51% versus
2017) average unique browsers on La7 siteg .ft, TGla7.it Sedanoallegro.jtand theTGla7
app, and 415 million views of its programmes orditital platforms and on YouTube channels
(+76% versus 2017).

Revenue development initiatives are planned in 2fat9La7, focused on (i) creating new
programmes, (ii) maximizing audience potential lo& La7d channel, (iii) the possible launch of

new channels and strengthening digital presence.

RCS

In 2016, the Group started operations in the dadwspaper publishing segment with the
acquisition of the control of RCS.

RCS, both directly and indirectly through its sulisiies, publishes and distributes - in Italy
and Spain - daily newspapers and magazines (wsekhid monthlies), and is also involved in
print media and online advertising sales, and ie thstribution of editorial products at
newsstands.

Specifically, in Italy RCS publishes the daili@srriere della SeraandLa Gazzetta dello Sport
as well as various weeklies and monthlies sucHoa®onng Oggi, Amica Living, Style
Magazine SportweekSette, DovandAbitare

In Spain, RCS operates through its subsidiary Uhigditorial S.A., publisher of the daili€3
Mundg Marca andExpansionas well as various magazines sucfielsg YoDonaandMarca

Motor.
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RCS is also marginally active in the Pay TV matrikettaly, through its subsidiary, Digicast
S.p.A., with the satellite TV channel®i, Dove,Caccia e Pescand also publishes the web
TVs of Corriere della SeraandLa Gazzetta dello Sport.

In Spain, it is active with the leading nationabgp radioRadio Marcaand the web TV oEl
Mundg and broadcasts the two digital TV chanr@@L TelevisiorandDiscovery maxon the
Veo multiplex.

RCS also organizes, through RCS Sport, major waptaiting events (such &iro d’'ltalia, the
Dubai Tour theMilano City Marathonand theColor Rur), and is well-positioned as a partner
in the creation and organization of events throR@S Live. In Spain, through its subsidiary
Last Lap, RCS is involved in the organization olssavents.

Lastly, mention should be made of the debut in IARGIL8 of Solferino - i libri del Corriere
della Seraand, from March 2019, of RCS Academy, the RCS Geonpw Business School,
which focuses on six areas of specialization dffigran innovative and qualified programme:
Journalism and Communication; Economy, Innovatiod aMarketing; Art, Culture and
Tourism, Luxury, Fashion and Design, Food & Bever&gport.

RCS generated negative results prior to 2016, asdeimbarked on an operational restructuring
process to restore profitability. In 2016, profachamounted to Euro 3.5 millinmarking a
return to positive territory by the RCS Group (first time since 2010), while in 2017 it had

amounted to Euro 71.1 millidn

The results achieved by the RCS segment in 201®&eamalyzed as follows:

4 RCS 2017 Annual Report
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RCS 2018 2017

(€ millions)

Gross operating revenue 1,025.6 943.6
Advertising agency discounts (50.0) (52.6)
Net operating revenue 975.6 891.0
Change in inventory 0.3 (0.3)
Other revenue and income 17.2 20.9
Total revenue 993.1 911.6
Production cost (569.1) (505.4)
Personnel expense (262.9) (258.1)
Income (expense) from equity-accounted

investees 2.5 21
Non-recurring income and expense 0.2 (1.8)
Gross operating profit (EBITDA) 163.8 148.4
Amortization, depreciation, provisions and

impairment losses (42.2) (52.3)
EBIT 121.6 96.0
Other income (expense) from financial (0.9) 16.2
assets/liabilities

Net financial income (14.2) (24.4)
Profit (loss) before tax 106.6 87.8
Income tax (14.6) (9.4)
Non-controlling interests (37.1) (31.3)
Profit attributable to the owners of the 54.9 47.1

parent

In 2018, in a persistently challenging market mdrks uncertainty, RCS achieved - in the
consolidated financial statements of Cairo Commatioo - gross operating profit (EBITDA) of
approximately Euro 163.8 milliGnand operating profit (EBIT) of Euro 121.6 milliomp
strongly by Euro 15.4 million and Euro 25.6 milliearsus 2017, in line with 2018 performance
targets, thanks mainly to the strong commitmentatols cutting costs and pursuing opportunities
to increase and develop revenue.

In 2018, net consolidated revenue generated by BRG8&unted to approximately Euro 975.6
million, up by an overall Euro 79.8 million vers2817. Excluding the effects of the adoption of
the new IFRS 15 from the comparison with the 2figures, RCS's total revenue would increase

by Euro 3.4 million. Specifically, RCS revenuerfraligital activities rose by 12.6% versus 2017

5 Mention should be made that RCS adopts a diffetefibition of EBITDA from the one used by the Ca€ommunication Group,
as indicated in the section below “Alternative Berfance Measures”. As a result of these differencekating to allocations to the
provisions for risks and charges and the proviswrbad debts, which in 2018 totaled Euro 8.4 wiilli EBITDA reported in the
RCS 2018 Annual Report, approved on 18 March 2a8afunted to Euro 155.3 million.

28



to reach Euro 163 million, propelled also by thevgh in digital advertising revenue, which
reached approximately Euro 126 million in 2018 (A1&illion versus 2017).

The difference of Euro 76.4 million is due maintythe presentation of publishing revenue gross
of the distribution margin and the recognition @veénue only of the margin earned on activities
for sporting events abroad, and on a humber of réidirg concession contracts, resulting in a
corresponding increase in costs.

At circulation level, the dailieorriere della Serala Gazzetta dello SpgriMarca and
Expansiéncontinue to lead their respective segmeBtsMundois once again the second most
popular general daily in Spain for sales at newsista

In Italy, in 2018,Corriere della Serarecorded an average of 286 thousand copies dittdb
including average digital copies (Internal Sourcehjle La Gazzetta dello Sporecorded an
average of 167 thousand copies distributed, inolydiverage digital copies (Internal Source).
The circulation of theCorriere della Seraand La Gazzetta dello Sporpublications at
newsstands (channels provided for by law) was dbwnr2.7% and -6.4% respectively versus
2017, while the relevant market fell by -7.6% ath@i.3% respectivelyADS January-December
2018.

The main digital performance indicators show tha tiverage monthly unique browsers of
corriere.it in 2018 reached 48.9 million (+4% versus 2017)ilevihs mobile versiorCorriere
Mobile recorded 29.5 million average monthly unique brewwg+17.1% versus 2017) (all data
Adobe Analytics At December 2018, the total active customer las€orriere della Seravas
135 thousand subscribers.

Gazzetta.irecorded 34.3 million average monthly unique brengg+17.9% versus 2017), while
Gazzetta Mobilgeached 22.5 million average monthly unique brow¢e45.8% versus 2017)
(all dataAdobe Analytics

The average daily circulation dl Mundo and Expansion(including digital copies) in 2018
amounted to 111 thousand and 34 thousand copsseatvely; copies of the sports ddilarca
amounted to approximately 121 thousand, includiggal copies (Internal Source).

On the web, average monthly unique browsémaiture of elmundo.eseached an average of
54.3 million in 2018 (+9.1% versus 2017). At endcBmber 2018marca.comreached 57.7
million average monthly unique browsers (+29.4%suer2017). The neMarca Claro portal,
launched in 2018 also in Colombia in January ama tim Argentina, has brought a significant

growth in average monthly unique users of trafficLatin America (+65%). Average monthly
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unique browsers aéxpansion.comvere 9.9 million in 2018 (-5.4% versus 2017). Alide sites
reported a sharp rise in accesses through mobiieade which saw significant increases.

At 31 December 2018, the net financial debt of R@®unted to Euro 187.6 million, improving
by approximately Euro 99.8 million versus 31 Decem®017, thanks mainly to the positive cash
flows of Euro 118.7 million from ordinary operatgnonly partly offset by outlays for capital
expenditure and net non-recurring expemdanagement Reporting

As described in greater detail in Note "AYon-current financial payables and liabilitiesh the
consolidated financial statements, on 10 Octob&@$ Rigned the Amending Agreement to the
existing Loan Agreement with the Pool of Banks, sdamain terms are: (i) a 12-month
extension of the duration of the loan, with a résgl postponement of the final maturity date
from 31 December 2022 to 31 December 2023 ana (i@duction in the spread applied to both
credit facilities as from 10 October 2018, and sgjently recalculated from time to time using
a margin grid based on the leverage ratio (NFD/EBITDA), whichriere favourable than the
one envisaged in the existing loan agreement.

RCS is currently focusing on enhancing the valuesditorial content, developing existing
brands, and launching new projects, with a consgaton cutting costs.

In Italy, with regard taCorriere della Sera:

e 23 February 2018 saw the launch @érriere Innovaziongthe new magazine that
explores the varied facets of innovation, touchsaignce, technology, culture, research
and development, offering different perspectivethimdigital and paper domains and a
generous calendar of local-based dedicated events;

e 19 April 2018 saw the launch &bolferino - | Libri del Corriere della Seravhich deals
with fiction, non-fiction, poetry and children’s bks, both Italian and foreign;

« 18 May 2018 saw the launch aiberi Tutti, the new free weekly supplement of
Corriere della Seradedicated to the pleasure of living. The Fridegue complements
the offer of the 8Corriere della Serasupplements out on newsstands on the remaining
days of the week;

e July 2018 saw the revamping lafLettura, Corriere della Ser& cultural supplement,
now richer, with up to 64 pages as well as new rdomfiction and a section on
science;

e 19 September 2018 saw the unveilingGMOK, Corriere della Sera’ new monthly
insert on the world of cooking and food, which cavihese topics in an unprecedented

way, through original pictures, photo reports anpesb storytellers;
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e September 2018 also saw the content revamping ofents weeklyfo Donna out now
with a larger size and better paper to add greatele to images and graphics;

e 10 September saw the launch of the new six-morfiityye Dresscode;overing the
fashion trends of the season, followed on 3 Octblyeihe debut on newsstands of the
newVivimilang

e lastly, 19 November saw the launch of the new inser the job world, which
complements the wealth of information on the preifasal world, together with the
content ofTrovolavoro.it of Nuvola del Lavor@nd the Tuesday pages.

Events organized to suppoforriere della Seraincluded il Tempo delle Donnethe
happening/festival held in Milan, now at its fifddition. The initiative presented over 100
events with a generous lineup of shows, meetingsyveys, workshops, interviews,
performances and installations, abitho a Regola D’Arte.

With regard td_a Gazzetta dello Spoii) 2018:

e it continued to expand by increasing its sectiond ahining a daily spotlight on
Torino, Cagliariand Genova offering more in-depth information to the footb@ams
and their fans;

« in-depth theme supplements continued to be puldlisheluding those dedicated to the
2018 Winter Olympicand theF1 World Championshipln second quarter 2018, in-
depth theme supplements were publist@MagazineandGrande Gazzet)aon major
sporting events, including tHd1° Giro d'ltalig theWorld Football Cup theTim Cup,
on Golf, and on the Luna Rossa challenge and major regattas

< the information offer stretched to the website g#izzit with two new sections, one on
Nutrition, the other on Virtual Sports through tlesports section, proof of the
publication’s ongoing focus on news and issues #mgteal to its readers and users,
with a significant editorial and organizational @stment;

* mention should be made of the new ins&&zza Mondmn international football, on
newsstands free of charge on Tuesdays, Tam# Out offering free weekly insights
into the Italian basketball championship, on nearsds on Wednesdays;

e and starting from 1 July 2018, published on Sundétys new free Sunday weekly
Fuorigioco bundled with the newspapdihe weekly, which covers the sports world, its
legends and celebrities, was supposed to be reldas¢he summer months only, but

continues to be published thanks to the enthusiestponse from readers.
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In Spain:

starting from 23 February 2018y Viviendawvas revamped; the supplement is a trusted
source for the real-estate market, out on Fridéysgawith the local Madrid edition of
El Mundo;

starting from 5 March 2018El Mundo comes every week with the sale of the
supplementActualidad Economicathe main business-economic periodical title @& th
Unidad Editorial group;

starting from 19 April 2018Marca Motorhas revamped its format to meet new market
needs, by investing in innovation through a newiglethat is fresher, tidier and more
dynamic, seeking a more modern look;

following the launch of the neMarcaClaro portal in Mexico in 2017, mention should
be made in January 2018 of the launch ofMlaecaClaro portal in Colombia and, from
14 June, also in Argentina, which provides 45 wmillArgentinians with information on
sporting events, local tournaments and competitioms well as a number of
international events;

starting from 2 July 2018, thdiariomedico.comand correofarmaceutico.consites
feature a fresher look. The restyling was madetoganize information and adapt it to
the needs of health professionals, making it faeterfriendlier to use;

July also saw the launch dfasterpasatiemposa new crossword magazine for the
Spanish market, featuring an innovative format ecbd by the presence of comic
strips;

October saw the launch of the cultural supplentesficta de Papel'which enhances
the editorial portfolio ofEl Mundo,with a space dedicated to current affairs, andi foo

for thought on literature, art, music, theatre eoma and television series.

From 11 to 14 October 2018, with Regione Trentiooder the patronage of the Italian

Olympic Committee and the Italian Paralympic Contedf Il Festival dello Sportwas

organized in Trento, staging over 100 events idifférent locations and drawing more than 50

thousand people.

NETWORK OPERATOR (CAIRO NETWORK)

The Group company Cairo Network took part in 2044he tender procedure opened by the

Ministry of Economic Development for the assignmehtights to use TV frequencies for digital

terrestrial broadcasting systems, acquiring thhtsigo use a lot of frequencies (“mux") for a
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period of 20 years, and entering in January 201b & Towers S.p.A. into an agreement for the
realization and subsequent long-term technical gemant in full service mode (hospitality,

service and maintenance, use of broadcasting tnficiare, etc.) of the electronic

communications network for the broadcasting of auvdual media services on frequencies
allocated. The mux covers at least 94% of the natipopulation, providing high-quality service

levels.

January 2017 marked the start of the broadcasfingad channels on the mux. The remaining
capacity could be used to broadcast new chanhéie iCairo Communication Group were to

launch any, and to provide third parties with biezsling capacity.

IL TROVATORE

In 2018, Il Trovatore continued operations, maipitgviding technological services to develop

and maintain the online platforms of the Group’mpanies.

Alternative performance measures

In this Directors’ Report, in order to provide aater picture of the financial performance of the
Cairo Communication Group, besides of the conveatifinancial measures required by IFRS, a
number of alternative performance measures are rstioat should, however, not be considered
substitutes of those adopted by IFRS.

The alternative measures are:

- EBITDA: used by Cairo Communication as a target to momigrnal management, and in
public presentations (to financial analysts andegtors). It serves as a unit of measurement to
evaluate Group and Parent operational performawith, the EBIT, and is calculated as
follows:

Result from continuing operations, before tax

+/- Net finance income
+/- Other income (expense) from financial assets and liabilities

EBIT- Operating result

+ Amortization & depreciation
+ Bad debt impairment losses

+ Provisions for risks
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+ Income (expense) on equity-accounted inveStees

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

impairment losses

EBITDA (earnings before interest, tax, depreciataord amortization) is not classified as an
accounting measure under IFRS, therefore, therieriéelopted for its measurement may not be
consistent among companies or different groups.

RCS defines EBITDA as operating profit (EBIT) befodepreciation, amortization and
impairment losses on fixed assets, and also inslud®me and expense from equity-accounted
investees.

The main differences between the two definitionEBfTDA lie in the provisions for risks and
in the allowance for impairment, included in thelEBA definition adopted by RCS, while
they are excluded from the EBITDA definition adaptey Cairo Communication. Owing to the
differences between EBITDA definitions adoptedthis Annual Report at 31 December 2018,
consolidated EBITDA was determined consistentlyhvitie definition adopted by the Parent
Cairo Communication.

Consolidated gross revenuefor a more detailed view, and in considerationtled specific
features of the segment, operating revenue - feerfiding revenue - includes gross operating
revenue, advertising agency discounts and net bpgnavenue. Consolidated gross revenue is
equal to the sum of gross operating revenue aret ogfvenue and income.

The Cairo Communication Group also considers rige financial position (net financial
debt) as a valid measure of the Group’s financial $tmecdetermined as a result of current and

non-current financial liabilities, net of cash arabh equivalents and current financial assets.

Transactions with parents, subsidiaries and assodes and subject to

the control of the parents

Transactions in the year with related parties, udirlg with Group companies, were not
considered to be atypical or unusual, and were phrthe ordinary activities of Group
companies. These transactions were carried outamkenterms, taking account of the goods

and services provided.

® Included following consolidation of RCS
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Information on transactions with related partiesdisclosed in_Note 37 to the consolidated

financial statements and in Note 29 to the sepdirsacial statements.

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

its Group are exposed

Risks associated with the general economic climate

The operating results, financial position and déshs of the Cairo Communication Group may
be influenced by various factors within the maccor@mic environment, such as the increase
or decrease of GNP, the level of consumer and catpoconfidence, the advertising
expenditure/GDP ratio, interest rate trends antl@osw materials.

With the acquisition of the control of RCS, the Gpoactivities are carried out mainly in Italy
and Spain. Therefore, Group profits are exposeisks caused by the economic cycle of these
two countries.

In 2018, the general economic and financial clintatetinued to be marked by uncertainty.

The Italian economy in 2018 confirmed its growtnul, but slowed down starting from the third
quarter, showing an estimated increase in GDP @#%60ISTAT), lower than in 2017 and the
European average.

In Spain, a market of operation for RCS througtsitbsidiary Unidad Editorial, GDP increased
by 2.5% in 2018, slightly lower than in 2017 (3.1%)nfirming the upswing of Gross Domestic
Product for the fourth consecutive yelM).

Should this situation of uncertainty continue fome time, the operations, strategy and outlook
for the Group may be impacted.

To challenge the tough market scenario, the Grouplémented a series of measures to
streamline costs and increase efficiency and effeoess of the production, publishing and

distribution processes - starting in previous p#siand also continuing in 2018.

Risks associated with advertising and publishingketarends

The persisting short and medium-term economic taicgy continued to impact negatively on

the daily newspaper and magazine advertising maslating the pace of their sales.

In Italy, in 2018, the advertising market basicaltynfirmed the figures of 2017, with magazine
and newspaper advertising markets down by 6.2%8a2fb, while TV and online advertising
grew by 0.6% and 4.5% versus 20RC(Nielseih.
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The Spanish advertising sales market increased .BY lversus 2017idp, Arce Mediy
Specifically, the daily newspaper and magazine staf&ll by 6.8% and 10%, respectively,
versus 2017. Advertising sales on the Internetl(ghcg social media) drove the market and
increased by 14.8%.

Regarding the advertising market, print media areedast to fall further in 2019 in ltaly
(Nielser) and in Spainl@P Arce Media. Internet, as well as TV, will continue to growtb in
Italy and Spain.

Economic uncertainty in the short-medium term digtodaily newspaper and magazine sales
figures.

In terms of circulation, in Italy the unfavourattend in the print products market also continued
in 2018. Specifically, the main national generadiaily newspapers (with a circulation above 50
thousand copies) reported a 5.6% drop in circutaitio2018 (including digital copies), while the
main sports newspapers fell by 10.3% (includingitdigcopies) versus 2017ADS January-
December 2018

As for magazines, looking at the circulation markatweekly titles declared in ADS in 2018,
the market was down overall by approximately 8.5%3% including digital copies) (Internal
source based on ADS figures).

The same trend was seen in Spain, with daily nepespsales down versus 2017. Cumulative
figures on circulation at December 2018JD) regarding general information newspapers
(generalist newspapers with a circulation abovdah@isand copies), business newspapers and
sports newspapers indicate a drop of 11.2%, 5.2%4.8mM%, respectively.

Advertising

The Cairo Communication Group is significantly eged to advertising revenue trends, which
are cyclical and directly related to general ecoicaimends. Advertising sales are currently the
main source of revenue for the TV publishing segmea?7 boasts an exceptional audience

profile, particularly appealing in terms of adveitig.

Considering the Cairo Editore magazine publishiegnsent, advertising revenue in 2018
accounted for 23% - an extremely low percentagetefore based to a lesser extent on the
economic cycle - while the remaining 77% was geeeraby distribution and subscription
revenue, demonstrating the great publishing sthelftadvertising products. With regard to
Cairo Editore titles, the remarkable sales volumelsieved, both in absolute terms and versus

Cairo’s competitors, make the advertising pagehlhigppealing in terms of advertising cost per
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copy sold (equal to the difference between theepdtthe advertising page and copies sold),

currently lower than the publications of its conijmes.
With regard to RCS, advertising represents almaltdi total revenue.

Persisting global economic uncertainty and stalgngwth on the Italian market could impact on
advertising market prospects. Against this backdamy difficulty in maintaining or increasing
its advertising revenue could impact on Group pectq activities, operating results and cash

flows.

Additionally, also with regard to the advertisinggment, in light of the developments taking
place, growing importance is attached to the gbditthe operators to develop digital products
that allow the customization of advertising contearid formats, user profiling, use of
analytics/big data, and lead generation. With reégarthe evolution of the market, any difficulty
or delay in adapting to and meeting the new demaaido through the development of cutting-
edge, intuitive and effective technological produetmay impact negatively on the prospects,

activities, operating and financial results of Gup.
Distribution

With regard to RCS, in addition to advertisingaege share of its other activities is represented
by the sale of publishing products for a market thaindergoing a long-term phase of change in
both Italy and Spain, marked by increasing intégratvith online communication systems. This
transition could create tension between the citmraof print products and the concurrent need
to adopt appropriate development strategies. Theerumarket situation could amplify these
aspects, as has already partly occurred. Agaiistbtickdrop, any difficulty in maintaining or
increasing the circulation of its print productsultb impact on Group prospects, activities,

operating results and cash flows.

As far as circulation is concerned, the featuresCafro Editore titles (in terms of price,
percentage and importance of the newsstands chamweajht of the weeklies, etc.) and its
strategy help maintain a strong lead over compstitothe current publishing market.

The ability of the Cairo Communication Group torie@se its revenue and pursue its growth and
development targets, and maintain adequate levElprafitability, also depends on how
successful it is in putting its industrial stratégyo place, which is also based on the continued
expansion and enrichment of its product portfdlejuding digital products, in order to capture

market segments with greater potential.
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Should the Cairo Communication Group fail to purghie strategy, the activities and prospects
of the Group may be negatively influenced, with seguent negative effects on its operating

results, financial position and cash flows.

Risks associated with developments in the medimeay

The media segment is witnessing an increase itetlet of penetration of new communication
resources, the Internet in particular, and the ldgwveent of new unencrypted theme channels
on the digital terrestrial platform, together witbchnology innovations that may lead to
changes in the demand by consumers, who in futute probably be able to request
personalized content by directly selecting the seurAs a result, this may change the
importance of the various media and audience Higion, leading to greater market

fragmentation.
Specifically, Cairo Communication has identifie@ flollowing main market trends:

- the demand for entertainment content continuesdw gboth on traditional media and

on the new platforms;

- in the generalist commercial television segmeng tonvergence of distribution
platforms may, on the one hand, create developmgportunities, but, on the other,
carry a risk of audience fragmentation and an emeein the spectrum of platforms
available for the use of TV content (satellite,ehmet, mobile), engendering a more

complex competitive environment;

- technological advancements have gradually chanyedvay content is used, towards
more interactive/on demand media, enabling youray&tiences to switch to more

personalized user options.

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

develop the various distribution platforms.
Against this backdrop, much importance is attadbed

« the ability to organize activities and adapt thenthe increasingly rapid changes in

markets and consumers,

« the ability to promptly develop cutting-edge, iive and effective technological

products.
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The current publishing scenario may lead to busicesnbinations of publishing groups, with a

consequent change in the market structures.

Developments in the regulatory framework are alsatioually monitored for the media

segment and their disclosure within the Group &suesd.

Privacy, data protection and cybersecurity

The innovation and enhancement of technologicafglas and the organic development of
digital products and@¢ustomer centric strategies lead to increased ridksed to cybersecurity

and data protection. Privacy and personal dataegtioh are becoming an increasingly
important issue for the Group and, especially & plblishing industry, play a key role in the
relationship of trust with readers and users. Tdsme requires stringent rules and policies,
complemented with a corporate culture that needsetaligned with the latest regulations that

have extended and consolidated the protectiontafglébjects’ rights.

The Group has procedures and tools in place torensampliance with the European
Regulation on the protection of personal data EQ/BT16, with Legislative Decree 196/2003
as amended by Legislative Decree 101/2018 in Itahd with Ley Organica 3/2018, de

Proteccion de Datos Personales y Garantia de Iecbes Digitales in Spain.

Risks associated with Management and “key staff”

The Group’s success depends on the talents ofxé@suéive Directors and other members of
Management to efficiently manage the Group andrttizidual business segments.

Editors and TV personalities, too, have a significaole in the titles they head and the
programmes they host.

The loss of the services of an executive Direatditor, TV personality or other key resource
without an appropriate replacement, as well adtfieulty in attracting and retaining new and
qualified resources, may impact negatively on thespects, activities, operating and financial

results of the Group.

Risks associated with retaining the value of trents of the Group titles and TV programmes

The value of Group brands and TV programmes musobénuously protected by maintaining

the current level of quality and innovation.
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The Group publishing strategy has always been ftas the quality of its products, driven by
the efforts of Management and the editors. Undertireements with the directors, a significant
part of their remuneration is linked to the reswitgistribution, audience ratings and/or sale of
advertising space of the titles and TV programmes.

Brands play a crucial role in the development obupr activities for RCS too, including in the
new digital environments. Events that harm the tigesof the brands could result in losses of
profit and compromise the integration process witline communications systems.

Any difficulties that the Cairo Communication Groumas in maintaining the value of its
publication or programme brands, or any changahénaudience preferences, could reduce the
appeal of Cairo Communication Group products, widsulting negative impacts on the

operating results, financial position and cash f§afithe Cairo Communication Group.

Risks associated with business with suppliersntdiand employees

A number of the production processes of the Caom@unication Group, particularly magazine
printing and use of broadcasting capacity in the gublishing segment, are outsourced. The
outsourcing of production processes requires clomtaboration and careful monitoring of
suppliers to ensure and preserve the quality optbducts carried out with the help of external
suppliers. This outsourcing may provide operatidmahefits in terms of flexibility, efficiency
and cost reductions, but means that the Cairo Canmaition Group has to trust the ability of its
suppliers to achieve and maintain the quality shadsl required by the Cairo Communication
Group.

With regard to RCS, referring to relations with éoyees, any absenteeism from work or other
expressions of conflict could lead to interruptioasd if they continue over time, disruptions to
the extent of affecting the operating results ef @roup.

The Group’s main raw material is paper. The maapnemic trend has recently led to the
closure of a number of mills, amplifying the oligiistic nature of the market and generating
price tensions and procurement difficulties, speaily for pink paper.

Some relationships with suppliers/customers aredas licensing and/or sponsorship contracts,
whose non-renewal on expiration or renewal at faggrable conditions, could lead to negative

effects on the Group's economic and financial sihoa

Risks associated with legal and requlatory develmm

The Cairo Communication Group operates in a nurabbeavily-regulated business areas.
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La7’s activity is mainly governed by Legislative @ee no. 177 of 31 July 2005 as amended by
Legislative Decree no. 44 of 15 March 2010 (hertémalegislative Decree no. 177/05 as
amended, also called "Consolidated Finance Lawhjchvsets the general principles for the
provision of audiovisual and radio media services.

Cairo Network works as a network operator on theshaf the Mux license of use issued by the
Ministry of Economic Development on 31 July 201dg.rDGSCERP/111/48081. The role of
network operator carried out by Cairo Network idjsat to extensive regulation at both
national and EU level. Specifically, radio-telewisi broadcasters are subject to regulations
aimed at protecting people and the environment ggposure to electromagnetic fields.

Since, as mentioned above, a qualified operatoremgaged to create and manage the network
in full service mode, who made commitments and guiges that Cairo Communication
considered to be adequate to ensure complianceapitlicable regulations, any breaches of
these regulations could result in sanctions thaticcalso include interrupting transmission,
which could have negative effects on the operatésmlts and financial position of the Cairo
Communication Group.

Article 1, paragraph 1026 and ensuing paragrapht#)en2018 Italian Budget Law (Law no.
205 of 2017) introduced specific provisions forréstrial TV operators to release 694-790
MHz frequencies (“700 band” — corresponding to cles 49-60) to telephone operators and
for the consequent reorganization of the user sigfitexisting television operators over the
remaining television spectrum (“refarming”).

The 700 band frequencies must be fully releasetklgyision operators by 30 June 2022, as
they are assigned to telecom operators as a ksthé tender procedure concluded in October
2018.

The provisions of the 2018 Budget Law were subsetfjyg@mended, in some respects, in the
2019 Budget Law (Law no. 145 of 2018) and the rafag procedures initiated in 2018 were
restarted with updated timing.

The UHF band frequencies that will remain interoiadilly allocated to post-refarming
terrestrial television broadcasting are channel®248. Based on the bilateral agreements with
radio-electrically bordering countries, AGCOM hdarmed 12 muxes of national frequencies
(11 in the UHF band - one of which "decomposabie&nded for the public licensee - and 1
mainly in the VHF band), much lower than the cutramount (the current muxes of national

frequencies are 20, almost double).
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The 2018 Budget Law requires national frequency esuxo adopt the DVB-T2 digital
terrestrial standard, introducing a transitionalhv@rsion of the rights to use national frequency
muxes into rights to use transmission capacityhwitview to subsequent reallocation. The
2019 Budget Law also introduced a procedure fosictamation on the assignment of rights of
use (presumably in an amount equivalent to two mutkat do not arise from the above
conversion of current rights of use; the procednust be called by 30 November 2019.

In implementation of the 2018 Budget Law, AGCOM lsted the resolutions:

i) no. 137/18/CONS and no. 290/2018/CONS (respelstivnitiating the procedure and
adopting the National Frequency Allocation Plandimjital terrestrial television, PNAF 2018);

i) no. 182/18/CONS, initiating the procedure tdide the criteria for the conversion of rights
to use frequencies at national level for digitatastrial service into rights to use broadcasting
capacity and for the assignment at national leethe rights to use planned frequencies,
assuming a possible 2:1 criterion;

iii) no. 474/18/CONS, launching the public constitta on the definition of the criteria set out
in the procedure initiated by Decision No 182/18N=D

On 5 April 2018, the MISE published the draft decom the Roadmap for the liberalization of
the 700 MHz frequency band and, on 8 August 20t8fimal version. Additionally, a "TV
forum" (at MISE) was also set up in September 20li@volve both operators and authorities.
In implementation of the 2019 Budget Law, in Feloyu2019, AGCOM published resolution
no. 39/19/CONS, adopting the new National Frequellbycation Plan for digital terrestrial
television (PNAF 2019), which replaces the 2018 FNA

Cairo Network was heard in the context of the vagiproceedings, and took part in the relating
public consultations and in the above-mentioned "F&fum”, pointing out the legal and
technical arguments for the exclusion of the Corgdamm the application of the Budget Law,
also attaching the supporting documents.

Specifically, the Authorities were explainethter alia, that the granting of television
frequencies to Cairo Network has a backstory aatlifes that are quite different from the rest
of the Italian television system. In fact, and kelbther operators: 1) Cairo, as the new entrant,
purchased its 20-year right to use the frequenitiesonsideration from MISE, following a
specific tender procedure put in place by the Miiyisof Economic Development to sidestep an
EU infringement by Italy; 2) Cairo began implemeantihe high-quality television network and
territorial broadcasting only from July 2014 (dafehe tender procedure award). Additionally,

the documents related to the tender procedureoimsideration on the allocation of frequencies
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explicitly provided, on issue of the frequency iavéur of the telco operators, that the
successful bidder (for Lot 3) would receive a freaey similar to the frequency assigned (with
regard to the channel involved in refarming).

Cairo Network also challenged resolutions nos. 182, and 290 of AGCOM and the draft and
final version of the MISE decree, filing appealsthwihe Latium Regional Administrative
Court, Rome, and subsequent additional grounds r{g.r6740/2018 and g.r. no. 7078/18), in
which the same arguments raised with the publibaities and further illegalities of the
contested measures were also raised with the astnaitive judge. These cases are currently
pending. In the coming weeks, Cairo Network wilathallenge Resolution no. 39/19/CONS.
The schedule to date is as follows:

- by 30 March 2019, AGCOM is called to establish thiteria on the conversion of rights to
use frequencies at national level and for the atioa of rights to use planned frequencies at
national level;

- by 15 April 2019, update of the Roadmap for thlease of frequencies, published by MISE
through decree dated 8 August 2018;

- by 30 June 2019, MISE will issue the rights te friequencies for national network operators
based on AGCOM criteria,;

- by 30 September 2019, AGCOM is called to esthbiisee procedure for consideration by
which rights of use not arising from the conversibrxisting rights of use will be assigned.

In light of the constantly evolving regulatory framork and the various acts and provisions
still in the process of being adopted by public haudties, the effects of the future
reorganization of the television band cannot belipted with certainty at this time, nor the
outcome of the discussions initiated with the Auities or of the TAR judgements.

In view of the new frequency structure, the lavwoalsquires the automatic digital terrestrial TV
channel numbering plan to be updated, which shbeldrawn up by AGCOM no later than 31
May 2019, together with the procedures for allowathe numbers.

RCS also operates in a complex regulatory enviraiineboth Italy and abroad. Developments
in the relevant regulations involving the introdaot of new legal specifications or the
amendment of current laws could have significaféat$ on the Group asset portfolio, as well
as on corporate governance and on internal congdignocesses, which may work against the
economic need to simplify administrative procesaerd improve the quality of reporting in

support of the business.
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Risks associated with the measurement of intanaigdets

At 31 December 2018, the Group held intangibletadee a total of Euro 994 million.

Intangible assets should be regularly subject tasmeement, in accordance with international
accounting standards, in order to verify their serable carrying amount and ensure their
consistency with the carrying amounts in the finangtatements (impairment test).

With regard to the Cairo Network mux, the transiois®f the terrestrial radio television signal

is, to date, the most common transmission systeatd asnational level. However, any increase
in the distribution of alternative transmission medfor example satellite, cable or Internet)
could lead to a reduction in demand for transmissi@pacity, and therefore make it harder for
the Cairo Communication Group to offer third pastibe mux bandwidth it does not use for its
own television activities, with negative effectstbie operating results and financial position of

the Cairo Communication Group.

Risks associated with litigation

Due to the nature of its business, the Cairo Comeation Group is subject to the risk of
litigation in the performance of its activities. &Cairo Communication Group monitors the
development of these disputes, including with tkip lof external consultants, and sets aside
the amounts needed to deal with the disputes ceacording to how likely they are to lose.
The notes on “Other information”_(Note 36 to thensolidated financial statements) contain
information on a number of cases of litigation. Ténealuation of potential legal and tax
liabilities, which requires the Company to useraeates and assumptions, is based on forecasts
made by the Directors, following opinions expresbgdhe Company’s legal and tax advisers
on the probable cost that is reasonably considerée incurred. Actual results may vary from
these estimates.

Mention should be made that, because of its busiaesivities, the Cairo Communication
Group is involved in certain civil and criminal gdiges for press defamation. With regard to the
disputes for libel, on the basis of the experieat¢éhe Cairo Communication Group, for the
cases where the Cairo Communication Group compames lost, these proceedings are
normally settled by paying compensation for smal@nounts than the original amounts
claimed. Moreover, La7 has an insurance policy ttaters professional responsibility for

television activity.
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Financial risks

The Group manages capital structure and finantsks rconsistent with its asset structure, in
order to maintain adequate and consistent crefilitgsaand capital ratio levels, taking account
of the current credit availability in the Italiapstem.

The notes on “Information on financial risks” (N@&8 to the consolidated financial statements)

contain information on liquidity risk, interest eatisk and credit risk.

Treasury shares

Movements in Cairo Communication treasury sharesdisclosed in Note 19 to the separate

financial statements of the Parent Company.

With regard to RCS, at 31 December 2018, there wmere4,542,474 treasury shares in
portfolio, at an average carrying amount of Eur® per share, corresponding to a total of

0.87% of the entire share capital.

Stock Options

Cairo Communication and RCS have no current stptioo plans at this time.

Shares held by directors, statutory auditors and geeral managers

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

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

Other Information

Research and development activities

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

performance of the Company or the Group.

Human resources

By the nature of the services it offers to the camity, human resources form a critical factor
for the success of the Cairo Communication Groume @nhancement of staff, the development

of skills and the recognition of achievements arasponsibilities are the principles
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underpinning personnel management, from the selegthase, which is facilitated by the high

degree of the Group’s visibility and its ability attract personnel.

Accordingly, the Group's main objective is to cantlly enhance human capital, developing
existing skills, with a view to increasing professil qualities and creating the best conditions
to ensure team spirit, motivation and participatiorthe workplace, in order to reinforce the

shared feeling of belonging to a constantly expagdind leading publishing Group.

The breakdown of personnel at 31 December 201&eamnalyzed as follows, distinguishing
between the Cairo Communication Group on a likelifar basis (before acquisition of the

control of RCS) and RCS, split up further by gender

CAIRO LIKE-FOR-LIKE BASIS RCS TOTAL
MEN WOMEN MEN WOMEN

Senior managers 29 2 61 20 112
Editors 5 2 29 13 49
Managers 46 27 144 113 330
Employees 217 214 618 792 1,841
Blue-collar workers 0 2 212 20 234
Journalists and freelance 97 138 761 482 1,478
TOTAL 394 385 1,825 1,440 4,044

The breakdown of employees between Italy and abrsplit up further by gender, can be

analyzed as follows:

ITALY ABROAD TOTAL
MEN WOMEN MEN WOMEN

Senior managers 80 16 10 6 112
Editors 28 10 6 5 49
Managers 150 110 40 30 330
Employees 544 629 291 377 1,841
Blue-collar workers 178 17 34 5 234
Journalists and freelance 551 418 307 202 1,478
TOTAL 1,531 1,200 688 625 4,044

With regard to the Cairo Communication Group oike-for-like basis, the exact headcount at
31 December 2018 (779) is 8 units higher thanithed at 31 December 2017.

Specifically, turnover versus 2018 can be analy=etbllows:
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01/01/2018 31/12/2018
Description Recruitments Terminations Advancements
Open-ended contracts 724 12 (21) 3 718
Senior managers 29 2 1) - 30
Managers 79 - (6) - 73
Employees 404 8 (12) 1 401
Journalists and freelance 212 2 ) 2 214
Fixed-term contracts 47 162 (145) 3) 61
Senior managers 1 - - - 1
Managers
Employees 16 88 (73) (1) 30
Journalists and freelance 29 71 (70) 2) 28
Blue-collar workers 1 3 ) - 2
Grand total 771 174 (166) - 779

Additionally, most of the employees work in the Bégment (457, -59%), followed by the
magazine and book publishing segment (219, -28%§ advertising segment employs 93
people and draws on a sales force of approximdi@lyagents (direct and indirect) who are
coordinated by senior sales managers and staff vdgmther with their staff, also ensure
coordination with the editors and the promotiorspécial initiatives.

In the year under review, regarding the Cairo Comigation Group on a like-for-like basis -

only one work-related accident occurred, with nsesaof occupational diseases reported.

With regard to RCS, the exact headcount at 31 Dbeer2018 (3,265) is 56 units lower than
the figure at 31 December 2017. The change isaemgd mainly by the effects of the

efficiency plans, partly offset by the measuresetalto enhance the publishing offer and
develop digital assets and the new business lin® R€ademy, and by actions to stabilize and

manage turnover.

The exact headcount broken down by geographicaheegis shown below.
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ITALY SPAIN OTHER COUNTRIES TOTAL
31 December 31 December 31 December 31 December
2018 2017 2018 2017 2018 2017 2018 2017
Executives, middle managers ¢ 994 1,005 707 738 47 53 1,748 1,796
Publication editors and journali 765 767 517 521 3 2 1,285 1,290
Blue collars 193 195 39 40 232 235
Consolidated total 1,952 1,967 1,263 1,299 50 55 3,265 3,32

Employees working in the Group’s foreign operatjcn®ounting to 1,313 units, accounted for
approximately 33% of the Group’s average total eté&nber 2018.

As regards trade-union relations in Italy, mentstvould be made of the conclusion in 2017 of
the trade-union agreements relatindrriere della Seraand Gazzetta dello Spqrand of the
conclusion at end December 2017 of the defensiMeasity contract regarding RCS
employees.

February 2018 saw the conclusion of the crisisasitin involving the rotating extraordinary
redundancy fund (CIGS) for early retirement regagdhe magazine segment of RCS; in Italy,
during 2018, the policy, instead, was hinged orculisions with the trade unions without
applying situations of crisis, and without usingcisb safety nets and defensive solidarity
contracts. The focus was on increasing produgtiaitd the activities of existing employees,
thanks to the new products envisaged in the puhtishlan on the development and take-up of
further operations previously outsourced.

In 2018, no deaths were reported at RCS, whilih72an event had resulted in the death of a

worker due to work-related travel.

Environment

The Cairo Communication Group, with regard to itaditional segments - Cairo Editore,
advertising agency, La7, Il Trovatore - has outeedrits production processes to carry out its
activities. Therefore, there are no relevant emrimental aspects.

With regard to the activities of the network operatCairo Network, radio-television
broadcasters are subject to regulations aimedaegimg people and the environment from
exposure to electromagnetic fields. As explainedvabthe creation and management of the
network was granted in full service mode to a digali operator in the sector, who took on
commitments and guarantees judged by Cairo Commatioic to be adequate to ensure
compliance with applicable regulations.

RCS, which prints dailies in Italy at its producti@enters in Pessano, Rome and Padua,

continued with its commitment to environmental raegtin 2018, which had already been
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developed in past years, with a view towards ogiimj these resources in all company
processes. The processes involved were not ongethmore strictly related to production, but
also those present in “non-core” areas, such aseafpace management.

Lastly, mention should be made that both the C@wmmunication Group and the RCS Group
have prepared a specific non-financial statement2fil8, in accordance with the relevant
legislation, to which reference is made for furtheformation on such issues as human

resources, health and safety and the environment.

Report on Corporate Governance and Ownership Structure (art. 123-bis of Legidative
Decree 24 February 1998. 58)

The Report on corporate governance and ownershigtste, containing the information on

compliance by Cairo Communication S.p.A. with therorate Governance Code for Listed
Companies promoted by Borsa ltaliana S.p.A., aadther information pursuant to paragraphs
1 and 2 of article 128is of Legislative Decree no. 58 of 24 February 1988yublished in

accordance with the time limits of law also on @@mpany’s website - Governance section.

Consolidated non-financial statement at 31 December 2018

The consolidated non-financial statement (heregmadtso the “NFS") for 2018, drawn up in
compliance with articles 3 and 4 of Legislative B 254/16, which aims to provide an
overview of the policies, main risks and managengeteria relating to the sustainability issues
relevant to the Cairo Communication Group (herearaflso the "Group"), is published in

accordance with the time limits of law, also on @@mpany’s website - Governance section.

Privacy
Regarding privacy regulations, Cairo Communicatiand Group companies update the

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

In previous years, technical and organizationalsuezs and methods had been put in place -
integrating those already operational where necgssaegarding storage of the identifying
details of system administrators and verificatidrwork performed, in order to guarantee the
monitoring of their work.

The Group has carried out the necessary checksaadures to come into line with Regulation

(EU) 2016/679 of the European Parliament and of@obencil on the protection of natural
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persons with regard to the processing of persoata dnd on the free movement of such data
(the “General Data Protection Regulation”), effeefidirectly in all EU countries, as from 25
May 2018.

Events after the reporting period and business outlok

Against a persistently uncertain backdrop, in 2018:
- RCS continued its relaunch, with margins growimgrsgly versus the same period of the
prior year, in line with the 2018 performance tasgéhanks to the initiatives implemented

to maintain and develop revenue and to the ongefificjency actions;

- the TV publishing segment La7 reported a sharpesme in La7’s audience (+28.1% in
all-day share and +36% in prime time versus 20Adyertising sales on La7 and La7d
channels, amounting to Euro 149.2 million, wereadliguon the rise by over 8.3% versus
2017 (Euro 137.8 million), increasing strongly imet second half of the year
(approximately +17%). The remarkable share resudt® repeated in the first two months
of 2019, rising by +15% in all-day and by +12% iringe time (fifth national channel in
this slot with approximately 5% of the sharuditel);

- the magazine publishing segment Cairo Editore pogimsitive results, achieved high
circulation levels of the publications, and congduto work on improving the levels of

efficiency reached in containing costs (productjaulishing and distribution).

In 2019, the Cairo Communication Group, with regardhe scope of its traditional activities,

will continue to:

- pursue the development of its Cairo Editore publighand advertising sales segments,
continuing for Cairo Editore its strategy aimedatitacting market segments with greater
potential and strengthening the results of its jgakibns. In these segments, despite the
economic and competitive backdrop, given the highlity of the publications and of the
media under concession, the Group considers iasilfe target to continue to achieve
positive operating results;

- work towards developing its activities in the TVitishing segment, forecast to achieve a
positive gross operating profit (EBITDA) also in18) up versus 2018, thanks also to the
expected upward trend of advertising sales.

With regard to RCS, on the approval of the 2018 yatrReport, its directors announced that,

in light of the actions already implemented andsthplanned to maintain and develop revenue
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and to continue pursuing operating efficiency, hie tibsence of events unforeseeable at this
time, and disregarding the effects of the different aotiog presentation arising from the
adoption of the new IFRS 16 as from 1 January 2BRCE believes it can confirm in 2019 the
target of achieving margin levels and cash flowsrfroperations that are basically in line with
those achieved in 2018, allowing a further siguificreduction in financial debt.

Developments in the overall economic climate anthancore segments could, however, affect

the full achievement of these targets.

For the Board of Directors

Chairman Urbano Cairo
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Shareholders,

We invite you to approve the separate financialestents as at and for the year ended 31

December 2018 and the accompanying reports, arutapose the distribution of a dividend of

Euro 0.14 per share, gross of tax.

Shareholders are invited:

- to approve the financial statements for the yeatedn31 December 2018, which show
profit for the year of Euro 6,458,094.37;

- to resolve on the distribution to shareholders dividend of Euro 0.14 per share, gross of
tax, for each share entitled to receive profit riistions, with the exception of treasury
shares held by the Company on the date prior torécerd date pursuant to art. 83-
terdeciesof the TUF, by allocating the entire profit foretlyear of Euro 6,458,094.37 and
drawing on the share premium reserve for the diffee up to of Euro 12,360,299.35.

If approved by the Shareholders, the dividend afoEu14 per share will be made payable on

29 May 2019 (record date pursuant to art. 83-téedeof the TUF: 28 May 2019), prior to

detachment of coupon no. 13 on 27 May 2019.

For the Board of Directors

Chairman Urbano Cairo
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Consolidated income statement at 31 December 2018

€ millions 2018 2017
Notes
Net revenue 1 1,2241 1,109.4
Other revenue and income 2 25.9 26.1
Change in inventory of finished products 3 0.3 (0.3)
Raw materials, consumables and supplies 4 (125.0) (107.2)
Services 5 (532.0) (462.8)
Use of third-party assets 6 (65.2) (60.9)
Personnel expense 7 (329.8) (321.4)
Income (expense) from equity-accounted investees 18 2.0 2.1
Amortization, depreciation, provisions and impaintresses 8 (55.5) (66.1)
Other operating costs 9 (17.6) (16.2)
EBIT 127.3 102.7
Other income (expense) from financial assetstiabil 10 0.9) 16.2
Net financial income (expense) 11 (14.5) (24.8)
Profit (loss) before tax 111.8 94.1
Income tax 12 24.7) (10.8)
Profit from continuing operations 97.2 83.3
Loss from discontinued operations 0.2 -
Profit for the year 97.4 83.3
- Owners of the parent 60.3 52.0
- Non-controlling interests - continuing operations 37.1 31.3
97.4 83.3
Eamings per share (Euro)
- Earnings per share - continuing and discontimpetations 14 0.449 0.387
- Earnings per share - continuing operations 14 0.449 0.387
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Consolidated statement of comprehensive income at ®ecember

2018

€ millions 2018 2017
Profit for the year 97.4 83.3
Reclassifiable items of the comprehens ve income statement

Gains (losses) from the translation of financiadeshents denominated in foreign

currencies - -
Reclassification of gains (losses) from the trainsiaf financial statements in foreign

currencies - -
Gains (losses) on cash flow hedges 31 (1.5) (0.2)
Reclassification of gains (losses) on cash flowghsd 31 11 3.6
Tax effect 0.1 (0.8)
Non-reclassifiable items of the comprehensive income statement

Actuarial proft (loss) from defined beneftt plans 0.5 (0.4)
Tax effect (0.2) 0.1
Gains (losses) from fair value measurement ofyepsiruments 17 (1.5) -
Total comprehensive income for the period 96.0 85.6
- Owners of the parent 59.5 53.2
- Non-controlling interests - continuing operations 36.5 32.4

96.0 85.6
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Consolidated statement of financial position at 3December 2018

Assets

€ millions Notes 31 December 2018 31 December 2017
Property, investment property, plant and equipment 15 89.6 97.7
Intangible assets 16 994.0 1,008.2
Investments 17 41.2 459
Non-current financial receivables 18 22 3.8
Other non-current assets 19 15.0 15.3
Prepaid tax assets 20 103.0 113.3
Total non-current assets 1,245.0 1,284.2
Inventory 21 22.9 18.2
Trade receivables 22 268.3 293.2
Receivables from parents, associates and affiliates 23 21.6 18.7
Sundry receivables and other current assets 24 323 38.9
Other current financial assets 18 1.7 0.9
Cash and cash equivalents 25 56.2 128.1
Total current assets 403.0 498.0
Total assets 1,648.0 1,782.2
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Equity and liabilities Notes 31 December 2018 31 December 2017
Share capital 7.0 7.0
Share premium reserve 236.5 242.9
Prior-years’ earnings (losses) and other reserves 133.0 89.7
Profit for the year 60.3 52.0
Equity attributable to the owners of the parent 436.8 391.6
Non-controlling interests’ share capital and reserves 286.9 250.8
Total equity 26 723.7 642.4
Non-current financial payables and liabilities 27 182.6 319.1
Post-employment benefits 28 50.0 51.6
Provisions for non-current risks and charges 29 16.1 14.9
Deferred tax liabilities 29 165.3 169.7
Other non-current liabilities 30 0.9 0.9
Total non-current liabilities 414.9 556.2
Current financial payables and liabilities 31 63.9 73.0
Payables to suppliers 32 262.4 307.7
Payables to parents, associates and affiliates 33 19.3 172
Tax payables 34 183 16.8
Current portion of provisions for risks and charges 28 46.2 544
Sundry payables and other current liabilities 35 99.3 114.5
Total current liabilities 509.4 583.6
Total liabilities 924.3 1,139.8
Total equity and liabilities 1,648.0 1,782.2

57



Consolidated statement of cash flows

€ millions

2018 2017
Cash and cash equivalents 128.1 124.8
Current bank loans and overdrafts (16.8) (38.9)
CASH AND CASH EQUIVALENTS OPENING BALANCE 111.3 85.9
OPERATIONS
Profit 974 83.3
Amortization/ Depreciation 46.4 54.9
Impairment losses on long-term financial assets 24
(Income) loss on investments (3.5) (18.3)
Net financial expense 14.5 24.8
Dividends from equity-accounted investees 5.9 7.1
Income tax 14.7 10.8
Change in post-employment benefits (1.6) (22)
Change in provisions for risks and charges (5.7) (4.7)
Cash flow from operations before changes in working capital 170.4 155.7
(Increase) decrease in trade and other receivables 26.4 34.2
Increase (decrease) in payables to suppliers and other liabilities (57.2) (66.4)
(Increase) decrease in inventory 4.7) 2.1
TOTAL CASH FLOW FROM OPERATIONS 135.0 125.6
Income tax received (paid) (5.2) (1.5)
Net financial expense paid (14.0) (26.9)
TOTAL NET CASH FROM OPERATIONS (A) 115.8 97.2
INVESTING ACTIVITIES
(Acquisition) disposal net of PPE and intangible assets (27.9) (27.0)
Consideration from the disposal of investments 0.0 18.1
Decrease (increase) in other non-current assets (3.9) 0.3
NET CASH USED IN INVESTING ACTIVITIES (B) (31.8) 8.7)
FINANCING ACTIVITIES
Dividends paid (13.4) 6.7)
Increase (decrease) in financial payables (137.6) (53.4)
(Increase) decrease in current financial receivables (1.0) 0.3
Increase (decrease) in non-controlling interests’ share capital and reserves (1.0) (1.5)
Other changes in equity 0.3 (1.9
NET CASH USED IN FINANCING ACTIVITIES (C) (152.7) (63.2)
CASH FLOW FOR THE PERIOD (A)+(B)+(C) (68.7) 25.4
CASH AND CASH EQUIVALENTS CLOSING BALANCE 42.6 111.3
Cash and cash equivalents 56.2 128.1
Current bank loans and overdrafts (13.6) (16.8)
CASH AND CASH EQUIVALENTS CLOSING BALANCE 42.6 111.3
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Statement of changes in consolidated equity

€ millions

Balance at 31 December 2015
Allocation of profit
Dividend distribution

Share capital increase

Ancillary costs to the capital increase net of the tax effect

Change in the scope of consolidation

Total comprehensive income for the year

Balance at 31 December 2016

Effects from the completion of the purchase price allocation of

RCS

Adjusted balance at 31 December 2016
Allocation of profit

Dividend distribution

Other changes

Items of the comprehensive income statement
Total comprehensive income for the year
Balance at 31 December 2017

Effects from the application of IFRS 9

Balance at 1 January 2018

Allocation of profit

Dividend distribution

Other changes

Items of the comprehensive income statement

Total comprehensive income for the year

Balance at 31 December 2018

Share capital Share premium  Prior-years’ Profit for the Equity Non- Total
reserve profit (loss) and year attributable  controlling
other reserves to the owners  interests”
of the parent share capital
and reserves
4.1 30.5 70.5 11.1 116.2 0.1 116.3
11.1 11.1) 0.0 0.0
(7.6) 8.1) (15.7) (15.7)
29 2241 227.0 227.0
@1 @) @1)
0.0 33.1 33.1
20.2 20.2 9.8 30.0
7.0 2429 73.5 20.2 343.6 43.0 386.6
12 12 178.0 179.2
7.0 2429 73.5 214 344.8 221.0 565.8
214 (21.4) 0.0 0.0
6.7) 6.7) 6.7)
03 03 (2.6) @3)
12 (12) 0.0 0.0
532 53.2 324 85.6
7.0 2429 89.7 52.0 391.6 250.8 642.4
(0.6) (0.6) 0.3) 0.9)
7.0 2429 89.1 52.0 391.0 250.5 641.5
52.0 (52.0 0.0 0.0
(6.4) (7.0) (13.4) (13.4)
0.3) 0.3) 0.1) 0.4)
0.8) 0.8 0.0 0.0
59.5 59.5 36.5 96.0
7.0 236.5 133.0 60.3 436.8 286.9 723.7
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Consolidated income statement pursuant to CONSOB Relution no. 15519 of 27 July 2006

€ millions
2018 related parties % of total 2017  related parties % of total
*) )
Net revenue 1,224.1 2843 23.2% 1,109.4 210.2 18.9%
Other revenue and income 259 - 26.1 - -
- of which non-recurring 2.6 0.2
Change in inventory of finished products 0.3 - - 0.3) - -
Raw materials, consumables and supplies (125.0) - - (107.2) - -
Services (532.0) (110.8) 20.8% (462.8) (43.3) 9.4%
- of which non-recurring - (1.3)
Use of third-party assets (65.2) - - (60.9) - -
Personnel expense (329.8) - - (321.4) - -
- of which non-recurring (1.8) (0.7)
Income (expense) from equity-accounted investees 20 - - 21
- of which non-recurring (0.6) -
Amortization, depreciation, provisions and impairment lo: (55.5) - - (66.1) - -
Other operating costs (17.6) - - (16.2) - -
EBIT 127.3 - - 102.9 -
Other income (expense) from financial assetstiabil 0.9) - - 16.2 - -
Net financial income (expense) (14.5) 0.1) 0.7% (24.8) (1.0) 4.0%
Profit (loss) before tax 111.8 - - 94.3 - -
Income tax (14.7) - - (10.8) - -
Profit from continuing operations 97.2 - - 835 - -
Loss from discontinued operations 0.2 - - - -
Profit for the year 97.4 - - 83.5 - -

(*) Related party transactions are analyzed in Note 37
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Consolidated statement of financial position pursuat to CONSOB Resolution no. 15519 of 27 July

2006

€ millions

Assets 31 December 2018 related parties % of total 31 December 2017 related parties % of total
) (9]

Property, investment property, plant and equipment 89.6 97.7

Intangible assets 994.0 1,008.2

Investments 412 459

Non-current financial receivables 22 38

Other non-current assets 15.0 153

Deferred tax assets 103.0 1133

Total non-current assets 1,245.0 1,284.2

Inventory 229 182

Trade receivables 268.3 11 0.4% 2932 11 0.4%

Receivables from parents, associates and affiliates 21.6 21.6 100.0% 18.7 18.7 100.0%

Sundry receivables and other current assets 323 389

Other current financial assets 17 0.9

Cash and cash equivalents 56.2 128.1

Total current assets 403.0 498.0

Total assets 1,648.0 1,782.2

Equity and liabilities 31 December 2018 related parties % of total 31 December 2017 related parties % of total
(W] )

Share capital 7.0 7.0

Share premium reserve 236.5 2429

Prior-years’ profit (loss) 133.0 89.7

Profit for the year 60.3 520

Equity attributable to the owners of the parent 436.8 391.6

Non-controlling interests’ share capital and reserves 286.9 250.8

Total equity 723.7 642.4

Non-current financial payables and liabilities 182.6 319.1

Post-employment benefits 50.0 51.6

Provisions for non-current risks and charges 16.1 14.9

Prepaid tax assets 165.3 169.7

Other non-current liabilities 0.9 09

Total non-current liabilities 414.9 556.2

Current financial payables and liabilities 63.9 6.8 10.6% 73.0 44 6.0%
Payables to suppliers 262.4 307.7

Payables to parents, associates and affiliates 19.3 19.3 100.0% 17.2 17.2 100.0%
Tax payables 18.3 16.8

Current portion of provisions for risks and charges 46.2 544

Sundry payables and other current liabilities 99.3 114.5

Total current liabilities 509.4 583.6

Total liabilities 924.3 1,139.8

Total equity and liabilities 1,648.0 1,782.2

(*) Related party transactions are analyzed in Note 37
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ASA T AND FOR THE YEAR
ENDED 31 DECEMBER 2018

Main activities

Cairo Communication S.p.A. (the Parent or the Camgpas a joint-stock company listed in the Milan

Company Reqgister.

The Cairo Communication Group (the Group) operaes publisher of magazines and books (Cairo
Editore - and its division Editoriale Giorgio Moritai - and Cairo Publishing), as a TV publisherq},a

as a multimedia advertising broker selling advargigime and space on television, in print medid gn
stadiums (Cairo Communication and Cairo Pubblic&&)a publisher of dailies and magazines (weeklies
and monthlies) in Italy and Spain through RCS, astive in the organization of major world sporting
events, as a publisher of electronic content @vatore), and as a network operator (Cairo Network)
The registered office of Cairo Communication S.pgsAin Corso Magenta 55, Milan. The administrative
offices, the advertising sales units and Il Trovatand Cairo Network are located in Via RizzoliT8e
magazine publishing business is managed at theesfidf Cairo Editore in Corso Magenta 55, Milan.
The publishing business of La7 is managed mainigame at the registered offices and the TV studios
of La7 S.p.A. in Via della Pineta Sacchetti 229 afid Novaro 32, respectively. RCS activities are
mainly carried out in Via Rizzoli 8 and Via Solfeo 28, Milan, and in Avenida San Luis 25, Madrid.

The currency of these consolidated financial statémis the Euro, used as the functional currency b
most Group companies. Unless otherwise indicatedmaunts are expressed in millions of Euro. At 31
December 2018, the consolidated financial statesnemtluded 58 companies directly or indirectly

controlled and consolidated on a line-by-line bé8iscompanies at 31 December 2017).

The entity which prepares the consolidated findrat@ements of the largest body of entities, ofcivh
the entity forms part, is U.T. Communications S.pMith registered office in Via Montenapoleone 8,

Milan.

Basis of preparation

Form and content of the consolidated financialestents

The consolidated financial statements of the Cawmmunication Group at 31 December 2018 have been
prepared in accordance with IFRS issued by theratmnal Accounting Standard Board (“IASB”) and
endorsed by the European Union, as well as witlptbegisions arising from art. 9 of Legislative Deer

no. 38/2005. The term IFRS is used to mean alirttegnational accounting standards (“IAS”) andthé
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interpretations of the International Financial Rejog Interpretations Committee (“IFRIC”), formertige

Standing Interpretations Committee (“SIC”).

Form and content of the financial statements

The consolidated income statements presented by nature, highlighting interim opiegaresults and
pre-tax results, in order to allow a better measerg of the results from normal operations. These
transactions also fall under the definition of meourring events and transactions as per CONSOB
Communication no. 6064293 of 28 July 2006.

The income statement effect of discontinued opamatis shown in a single line of the income statéme

named “Profit/loss from discontinued operationsider IFRS 5.

The consolidated statement of comprehensive incomalso reflects the changes arising from

transactions with non-owners separately showing the relevant tax effectat th:

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

from the measurement of defined benefit plans);
- the effects of the measurements of derivativerunsents hedging future cash flows;
- the effects of the measurements of availableséde-financial assets;
- the effects arising from any change in accounsitagdards.

The consolidated statement of comprehensive inqorasents the items relating to the amounts of the
components of other comprehensive income for th@ogdy nature and grouped into those which, in

accordance with the provisions of other IAS/IFRS:
- will not be subsequently reclassified to proffits§) for the year;

- will be subsequently reclassified to profit (Ip&sr the year, when certain conditions are met.

The consolidated statement of financial positiorpresents separately assets and liabilities divided
current and non-current, indicating, on two separites, “Assets held for sale” and “Liabilities
associated with discontinued operations”, in acancg with IFRS 5. Specifically, an asset or a lighis

classified as current when it satisfies one offtitlewing criteria:

- it is expected to be realized or settled or iteipected to be sold or utilized in the normal

operating cycle of the company;
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- it is held mainly to be traded;
- it is expected to be realized or settled withtnmionths of the reporting date.
Otherwise, the asset or liability is classifiechas-current.

The consolidated statement of cash flowbas been prepared applying the indirect methodhich

operating profit is adjusted to reflect transacdiarf a non-monetary nature, for whatever deferral o
accrual of previous or future operating receipts payments and for revenue or cost components
connected to cash flows arising from investing ioaiicing activities. Income and expense relating to
medium or long-term financial operations and thasdating to hedging instruments, and dividends paid

are included in financing activities.

Thestatement of changes in consolidated equighows the changes 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 expense definedl@nges arising from transactions with non-owneasso

shown in the consolidated statement of comprehenssome.

Furthermore, in order to comply with CONSOB ResolutNo. 15519 of 27 July 2006 relating to
reporting formats, additional formats on the comsded income statement and the consolidated seaem
of financial position have been added, highlightsignificant related party transactions in ordet tw

compromise the overall readability of the formats.

Scope of consolidation

In 2018:

* in October 2018, RCS Eventi Sportivi S.r.l. wasorporated; its share capital is 100% owned
by RCS MediaGroup S.p.A. and is therefore constdidleon a line-by-line basis. As of 1
January 2019, RCS Eventi Sportivi S.r.l. changseaame to RCS Sport&Events S.r.l.;

e Planet Sfera S.r.l. (in liquidation), previouslynsolidated on a line-by-line basis, and Planet
Sfera S.. and Gold 5 S.r.l. (in liquidation), piemwsly consolidated at equity, were

deconsolidated following their liquidation;

* on 19 November 2018, the deed on the merger bgrpocation of RCS International
Newspapers S.r.l. (former RCS International NewspsyB.V.) into RCS MediaGroup S.p.A.
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was signed. The accounting and tax effects of teeger apply as of 1 January 2018, and the

legal effects as of 31 December 2018.

Lastly, Rey Sol S.L. and Unidad Editorial InformaciRegional S.L. (previously consolidated on a-line
by-line basis) were merged by incorporation intét@d De Medios De Valencia Alicante Y Castellon
S.L., and Fabripress S.A. (consolidated at equg merged by incorporation into Bermont Impresién
S.L.

The consolidated financial statements at 31 Decer2b&8 include the financial statements of the
Parent and Cairo Communication S.p.A. and the wioilg direct and indirect subsidiaries, appearing in

Annex 1 “Cairo Communication Group companies”.

Consolidation procedures

The consolidated financial statements have begraped in compliance with the International Finahcia
Reporting Standards (IFRS), issued by the Intewnati Accounting Standards Board (IASB) and

endorsed by the European Union.

It should be noted that the consolidated finansiatements of the Cairo Communication Group at 31
December 2018 have been prepared on a going cohasis inasmuch as the Group believes that even
in the presence of a difficult economic and finahalimate, significant uncertainties do not exis$
defined by paragraphs 25 and 26 of IAS 1) on then@amy’s ability to continue as a going concern,

given both the profitability outlook of Group conmmpes and the Company’s financial position.

With regard to CONSOB communication no. DEM/11070Qff 5 August 2011, it should also be
recalled that the Group does not hold any bondsedsshy central and local governments and by

government agencies, and therefore it is not exptsesks deriving from market fluctuations.

The direct and indirect subsidiaries appearing iméx 1 “Cairo Communication Group companies -
Companies consolidated line-by-line” are consoédaas from their acquisition date, meaning the date

on which the Group obtains control, and cease toolneolidated on the date on which control is lost.

The income and expense of the subsidiaries acqairedld during the year are included in the income
statement from the date on which the Group gaimsrebuntil the date on which the Group no longer

controls the companies.

The companies on which it exercises joint contrithwother shareholders, and companies that are

associated or otherwise subject to significantuiefice were consolidated at equity in accordanck wit
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The accounting policies adopted are consistentifercompanies included in the consolidation scope
and the related financial statements have all pegpared at 31 December 2018.

IFRS 11.

Where necessary, adjustments to subsidiary finestédéements are made in order to harmonize them

with the Group accounting policies.

The full consolidation method has been used fordhiesolidation of subsidiary financial statements,
assuming the total of assets, liabilities, incomd axpense of individual companies, regardlesshef t

share owned, eliminating the carrying amount ofRheent investment against the subsidiary’s equity.

Under the "full goodwill" option, in addition to eegnizing 100% of the fair value of assets andiliizs
acquired, pursuant to IFRS 3 - Business Combingtignodwill attributed to minorities is also booked
Accordingly, changes to the interest that do natstitute a loss of control or that refer to investe

already controlled, are recognized in consolid&guaity.

Non-controlling interests in the net assets of otidated subsidiaries are disclosed separately &quity
attributable to owners of the parent. This inteiegalculated on the basis of the percentagee sthkhe
fair value of the asset or liability on the oridiparchase date and subsequent changes in eqgtysath

date.

Unrealized gains and losses, provided they aremmodr, deriving from transactions between companies
included in the scope of consolidation, are elineédaas are all significant transactions which gise to
intra-Group receivables and payables, income apeérese. These adjustments, like other consolidation

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

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

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

Assets held for sale, which are very likely to lispdsed within the following twelve months, if thther
conditions prescribed by IFRS 5 are met, are dlassin accordance with the provisions of this siaml,
and therefore once they are consolidated line i, fihe assets referred thereto are classifiedsingle
item, defined “Assets held for sale”. The liabégirelated thereto are recognized in a singledinthe
statement of financial position, in the liabilitiesction, and the related margin is reported ininrbeme

statement under “Result of the assets held foraadgransferred”.

Upon consolidation, the financial statements offtireign subsidiaries in a currency other thanEheo

66



are translated adopting, for the figures of théest@nt of financial position, the spot exchange edtthe
end of the year, and for the income componenthefricome statement, the average rate of the Vbar.

resulting translation differences are recognized gseparate equity reserve named Translation Reserv

Changes to the interest that do not constitutess &b control or that refer to investees alreadytradlied,

are treated as equity transactions and classifiedjuity.

Business combinations and goodwill

Business combination are recognized according o abquisition method, whereby the subsidiary’s
assets, liabilities and identifiable contingenbiigies that meet the conditions of IFRS 3 are swead at
fair value on the acquisition date. Thus, defeteedassets and liabilities are allocated on thasidjents

made to the previous carrying amounts to align tteethe current value.

Because of its complexity, application of the asgion method entails a first step of provisionally
determining the current values of the assets,liieds and contingent liabilities acquired, to all@ first
recording of the transaction in the consolidatedricial statements for the year in which the coadion
was carried out. The first recording is completad adjusted within twelve months from the date of
acquisition. Changes to the initial consideratioisiag from facts or circumstances subsequent ¢ th

acquisition date are recognized in the income istere.

Goodwill arising from the acquisition of a subsigi@orresponds to that portion of the acquisitioite
paid by the Group that exceeds the Group sharkeofair value of the assets, liabilities and idadbie
contingent liabilities of a subsidiary, at the asifion date. The "full goodwill" option allows ¢h
acquirer to recognize 100% of the goodwill of them@red companies, rather than just the goodwill

attributed to the majority.

Goodwill arising from the business combination loé tRCS Group was determined by using the “full

goodwill” approach.
Goodwill is recognized as an intangible asset wittefinite useful life and is not amortized.

Any positive difference between assets and liagditneasured at fair value at the acquisition datethe
price paid is recognized in the consolidated inceta¢gement as non-recurring income. It may be stibje

to further adjustment within twelve months from ttege of acquisition.

Transaction costs do not form part of the consiitamatransferred and so are charged to the income
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Goodwill is periodically re-examined, to verify itscoverability by comparison with the higher amioun

statement.

between fair value and value in use, calculatethassummation of the discounted future cash flows
generated by the underlying investment. Impairnhesges are recognized directly in profit and lass a

are not subsequently reversed.

For the purposes of the fairness analysis, thewilcgcquired in a business combination is allodaist
the date of acquisition, to the Group’s individwash generating units, or to the groups of cash
generating units that should benefit from the sgiesr of the combination, regardless of whetherrothe

assets or liabilities of the Group are assignetiése units or groups of units.

Investments in associates and joint ventures

Associates are those over which the Group, while having control or joint control, can exercise

significant influence through participation in dgons regarding financial and operating policies.

A joint venture is represented by investments imganies in which the strategic financial and
managerial decisions on business activities reghieeunanimous agreement of all parties that share

control, in accordance with IFRS 11.

The financial results, assets and liabilities afogsates and joint ventures are consolidated usiag
equity method. Using this method, investmentssisoaiates at the time of acquisition are recognized
the statement of financial position at cost, subsatly adjusted for the pertinent fraction of thecges

in shareholders’ equity of the associate itselfy Aosses exceeding the Group share therein are not
recognized, unless the Group has a commitmentnglét loss coverage. The excess of acquisition cos
over the Group share of carrying amount of as$iatslities and identifiable contingent liabilitiesf the

associate at the acquisition date is recognizegadwill. Every year, goodwill is tested for impaent.

The lower value of acquisition cost over the Gralyare of the fair value of assets, liabilities and
identifiable contingent liabilities of the assoeiaat the acquisition date is credited in the income

statement during the year.

If an associate ojoint venture recognizes adjustments with direct allocation tuigy and/or in
comprehensive income, the Group in turn recordshtse in equity and represents it, when applicable

in the statement of changes in equity and/or irstageement of other comprehensive income for tlae.ye

Any impairment loss in the investment recognizedagtordance with IAS 36 is not ascribable to
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goodwill or to the fair value measurement of asseterded in the financial statements of the asseci
but rather to the value of the investment as a &h®herefore, any reversal of impairment loss is
recognized fully to the extent to which the recaise value of the investment increases subsequently

on the basis of the result of the impairment test.

With regard to transactions between Group compasmesassociates, unrealized profits and losses are
eliminated in a proportion equal to the Group et in the associate, except when unrealizeg$oss

are evidence of an impairment loss on the busiaegsired.

Revenue and cost recognition

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

* Revenue is recognized based on the likelihood @Gbmpany to enjoy the economic benefits and in

the extent to which the amount can be reliablymeiteed. Revenue is stated net of any adjustments;

¢ Revenue from the sale of advertising space in riddittonal media segment is recognised based on

the advertisement’s circulation date or newspapaegazine’s publication date

* Revenue from the sale of advertising space in tgatl media segment is recognised based on the

advertisement’s circulation or publication date

 Revenue from (daily and periodical) publicationsrésognized at the date of publication, net of
reasonably estimated returns and with the introadoaif IFRS 15 starting from 1 January 2018 are

presented gross of distribution premiums;

* Revenue from the sale of magazine subscriptionsed®gnized on the basis of the magazines

published and distributed during the period;
* Revenue for services is recognized at the dates afcicrual, as defined in the respective contracts;
* Royalties are recognized at the date of its accasatiefined in the respective contracts;
« Pre-publication and launch costs are recognizguldfit and loss when incurred;

« Costs and other operating expense are recognizeshgsonents of profit for the year at the time they
are incurred according to the matching and accagabunting principle that governs revenue, and

when they have no requirements for deferral agsigs¢he statement of financial position;

69



« Dividends are recognized when the right of the ehalders to receive the payment is established or

* Interest income and expense are recognized oncanads basis;

at the date of the shareholders’ meeting resolution

* Charge-backs of costs incurred on behalf of thadips are recognized as a reduction in the cest th

relate to.

The Group adopted IFRS 15Revenue from contracts with customes of 1 January 2018. As
commented in the following section “Accounting stards, amendments and interpretations effective as
of 1 January 2018 - IFRS 1Revenue from contracts with custontiete which reference should be
made, the effects of the application of the newnddad are basically restricted to a different
presentation of costs and revenue as a resuleofatuation of the principal/agent rolgith no impact

on the consolidated result for the period and oou@rconsolidated equity at 1 January 2018.

Tax

Tax for the year corresponds to the sum of curideferred tax and prepaid tax.

Current tax is based upon taxable income for ttee.yEBaxable income differs from the results shown i
the income statement as it excludes both positive @egative entries which would be taxable or

deductible in other tax years and excludes comgsnehnich are not taxable or deductible at any time.
Current tax is calculated using the rates in faicthe reporting date.

The subsidiaries Cairo Editore, Cairo PubblicitéelBsei in liquidation, Cairo Publishing, La7 a@diro
Network have participated, since 2016, in the matidax consolidation scheme of Cairo Communication
in accordance with art. 117/129 of the Consoliddtedme Tax Act. Cairo Communication acts as the
tax parent and determines a single taxable bastdogroup of companies that participate in théonat

tax consolidation scheme, which thereby benefitsnfithe ability of offsetting taxable profits agédins

taxable losses in one tax return.

In 2018, RCS MediaGroup S.p.A., as the tax paremgwed the option to be included in the natioaal t
consolidated regime, introduced by Legislative @ecno. 344 of 12 December 2003, together with
Trovolavoro S.r.l., RCS Sport S.p.A., RCS Produzidadova S.p.A., Sfera Service S.r.l., Blei Sinl.
liquidation, RCS Edizioni Locali S.r.l., RCS Prodwz S.p.A., RCS Digital Ventures S.r.l.,, Digicast
S.p.A., Digital Factory S.r.l., RCS Produzioni Mila S.p.A., Editoriale del Mezzogiorno S.r.l., RCS
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Deferred tax liabilities are generally recognized &ll taxable temporary differences, while defdrtax

Sports & Events S.r.l. and Mybeautybox S.r.l..

assets or future tax benefits are recognized texbent of the probability that there will be futulaxable
profits which will allow for the utilization of thaleductible temporary differences. Deferred tax is
calculated on the basis of the tax rates that speated will be in force at the moment of realiaatbf
the asset or settlement of the liability, basedtapn legislation in force at the reporting date. \i¢he
relevant, the effects of any changes in tax rateoidegislation are disclosed in the notes. Defitax
assets and liabilities are shown at their net vathen there is a legal right to offset current ltakilities

against tax receivable assets and when tax rdtatbe same taxation authority.

Earnings per share

The basic earnings per share is determined astioehetween the Group’s share of the results ef/tdar
attributable to the ordinary shares and the wetjateerage number of ordinary shares outstandiniggiur

the year.

Property, plant and equipment

Property, plant and equipment (PPE) are recognidezh their cost can be reliably determined and when

related future economic benefits can be enjoyethéyGroup.

They are recognized at acquisition price or pradactost, including directly associated expense and

costs, plus the share of indirect costs which @rebsonably attributed to the asset.

These assets are systematically depreciated amigldgtline basis each year at rates consistett thit

economic and technical useful life of the asse¢prieciation rates applied are as follows:

Property 3% - 20%

General equipment 12% - 25%
Plant and equipment 5% - 20%
Other assets 10% - 50%

Land is not depreciated.

In the first year, the rates applied take into antdhe actual use of the asset during the yearedetion

starts when assets are ready for use.
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The remaining useful life and the amortizationenia applied are reviewed on a regular basis aretevh
change is deemed necessary, the amortization satestated in accordance with the “prospective”

method.

Incremental and maintenance costs producing afi&igni and tangible increase in the productive
capacity or security of assets, or lengthening tteehaining useful life, are capitalized and redogd as
an increase in the carrying amount of the asselin@ry maintenance costs are taken directly toitpaof

loss.

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

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

An asset is eliminated from the financial statersaitthe time it is sold, or it is written off whewo
future economic benefit is expected from its usedisposal. Any losses or gains (calculated as the
difference between the net income from the salethadcarrying amount) are included in the income

statement in the year of the aforesaid elimination.

The accounting treatment of the assets acquired fmtncial leases, with regard to their financial
effects is in line with 1AS 17. This standard ragsi such assets to be recognized at cost among asse
owned by the Group and depreciated over the egdnageful life, on the same basis as other property

plant and equipment.

The principal amount of the lease payment is remtnehder liabilities as a deduction from the pagabl
amount, whilst the financial expense included ia flayment is recognized under financial expense in

the income statement.

This policy is also applied to leased assets thegtrthe specific conditions laid down by IAS 17 th

most important of which are:

e the present value of future lease payments enuisegthe contract is substantially higher than

or equal to the fair value of the asset itself;
» the duration of the lease contract exceeds thrageys of the useful life of the asset itself.

Investment property

Investment property held to obtain lease paymédatsappreciation of the invested capital, or fotho

purposes, is recognized at cost, inclusive of diyedlocated ancillary expense and, with the exioep
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of the component related to land, is systematiaddigreciated on a straight-line basis in each iddal

period on the basis of the estimated useful life.

Leasehold improvements are allocated to increaseirthiolved assets only if they can be reliably
estimated and they will be recoverable through etquefuture economic benefits that can be assatiate

to them.

Investment property is periodically evaluated tentfy any impairment losses as described in the

following paragraph.

Intangible assets

Costs, including ancillary costs incurred for tlegjaisition of resources with no physical substamace,
recognized under intangible assets when the captastifiable and the asset is clearly identifiahel
controlled by the Group, and where the use of wmetawill generate probable future benefits to the

Group.
Advertising costs, start-up and expansion cositsrasearch costs are not capitalized.

Non-current assets with a finite useful life arsteynatically amortized on a straight-line basigach

individual period, to take into account the residu@ential for use.

“Goodwill” refers to the higher value attributedampfirst consolidation of an investment or idetifi
residually from the acquisition price paid by theo@ that exceeds the fair value of the assetsilitias

and identifiable contingent liabilities of some sigharies, at the acquisition date.

Goodwill and intangible assets having indefinife lare not amortized, but rather they are peridigica
tested to identify any impairment losses, as deedrin the paragraph “Impairment losses of ass#ts”.
the discounted expected cash flows do not allowwexy of the initial investment, the recorded asset

appropriately written down.

The higher value attributed to an intangible asgét finite useful life, recorded in accordance lwit
IFRS 3 as a result of the acquisition of an investhupon first consolidation, is amortized if reéat to
non-current assets with finite useful life. If gedt is allocated to intangible assets with indétfn

useful life, it is not amortized. These assetstested for impairment as prescribed by IAS 36.

The amortization periods of intangible assets oioues types are as follows:
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Concessions, licenses, trademarks and singlar

rights to 5 years

Software 3 to 5 years

Publication titles 10 to 30 years or indefinite
Television rights based on availability period
Other intangible fixed assets 2 t0 10 years

Publication titles with finite useful life are antized over a period between ten and thirty yearmfthe
date of their acquisition based on their remainirsgful lives. This amortization period is regularly

reviewed to take account of the financial perforosaaf the subsidiaries that own the title.

Registration rights (with a duration of more thahrhonths) for the broadcasting of films, seriegpso
cartoons, classical concerts, short films, docuarésd, reports and the like, including ancillarypense
(dubbing, editing and materials), and contributidmsproductions purchased under license agreements,
are carried under “media rights” and amortized oraanual straight-line basis throughout the comigc
term of the rights, as from the year they are abddl and ready for use. If the rights have usethep
airing time, regardless of the amortization alreatigrged, the residual amount is fully chargedh® t

income statement in the period of the last airing.

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

change is deemed necessary, the amortization satestated in accordance with the “prospective

method.

Assets under development include the costs incufoedthe acquisition or internal production of
intangible assets, to which title has not beeryfattquired or for projects to be completed. Asseiser
development continue to be accounted for in tlesitip to the time of their economic use, when tirey

reclassified under the relevant items of intangéssets and amortized.
Assets under development are tested for impairaeptrescribed by IAS 36.

Financial expense is capitalized in the carryingoamh of the intangible assets acquired, where a

significant period of time is needed before they r@ady to be used.

Impairment of non-financial assets

At least once a year, the Company reviews the eredwlity of the carrying amount of intangible asse

with indefinite useful life, of intangible assetader development, and of investments and publicatio
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tittes with indefinite useful life, and whenevetetk are potential indicators of an impairment ldke,
recoverability of the carrying amount of PPE andméngible assets with finite useful life, in orde
determine whether such assets may have sufferedpairment loss. When such indications are present
the carrying amount of the asset is reduced tecefliecoverable amount. The recoverable amount of a
asset is the greater of its fair value less castsell, and its value in use. Fair value is deieed
according to market prices. In the absence of etarklue, estimates and valuation models are ussedb
on data available on the market. Value in useef;idd by discounting the cash flows expected fus@

or sale of the asset (or from aggregate assetsasé generating units).

Excluding goodwill, when the impairment loss on tladue of an asset no longer applies or is redubed,
carrying amount of the asset is increased up tod¢ineestimated recoverable amount, and may noteexce
the amount which would have been determined hadmpairment loss been recognized, net of any

amortization of depreciation.

The recoverable value of Italian and Spanish tradksidaily newspaper titles and of goodwill arising
from the business combination of the RCS Group determined, with support by an independent

expert, in terms of the value in use:

- for Italian trademarks/daily newspaper titles anddyvill arising from the business combination
of the RCS Group, based on the 2019 budget apprioye¢de Board of Directors of RCS on 6
March 2019. Cash flows as inferred from the 2018ged, in compliance with the provisions of
IAS 36, were projected for valuation purposes tacbestant in nominal terms (growth rate g =
0). These flows were, therefore, discounted onlileis of a rate defined as the weighted
average cost of capital (WACC) (equal to 7.81%ltalian trademarks/daily newspaper titles
and to 7.85% for goodwill). The 2019 budget waso atsatched against and found to be
consistent with the RCS 2019-2021 plan. No evidesfcenpairment arose from the analysis
performed,;

- for Spanish trademarks/daily newspaper titles Ehtiy Marca and Expansion, based on the
2019-2023 forecast cash flows which, for the firsar of explicit forecast, correspond to the
2019 budget data approved by the Board of Direabtdnidad Editorial on 28 February 2019,
and for the following years, are based on Unidado&dl's Plan approved by the Board of
Directors on 12 March 2019. Forecast cash flows 2019-2023, projected for valuation
purposes to be constant in nominal terms (growte ga= 0), were discounted at a rate
considered to represent the weighted average dosamtal (WACC equal to 7.93%). No

evidence of impairment arose from the analysisqoeréd.
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The values obtained underwent a sensitivity anglysy varying the discount rate (WACC) and the
growth rate of the final value (g), with discreteaoges of 50 basis points, and reducing the exgpecte
EBITDA values in the year and included in the fimalue of -15%. None of the scenarios envisaged

result in impairment losses.

With regard to the Spanish daily newspaper til#@sMundq Marca and Expansion which were
attributed, in the context of the business comimnabf the RCS Group, a fair value equal to theugal
recorded in the consolidated financial statemeritthe RCS Group at the acquisition date, RCS
prepared an autonomous impairment test with the died leading consultancy firm, which indicated no

impairment.

The book value of goodwill relating to the cash em@ting units represented by Cairo Editore’s
magazine publishing segment and the advertisingneeggwas also subject to test and showed no

impairment.

Financial assets

Receivables, with the exception of trade receivald@d other financial assets are initially recogdiat
fair value, in addition to, only for financial assemeasured at fair value through profit or lossy a
ancillary purchase expense. Trade receivablesitalirecognition are measured at the price eistiabtl

in the transaction. Management determines upormaliniecognition how financial assets are to be

classified, in accordance with IFRS 9 criteria asdequired by IFRS 7.

After initial recognition, financial assets are rmeaed in accordance with their classification witbine

of the following categories:

- at amortized cost: receivables and other finanasgdets are measured at the amortized cost,
recognizing in the income statement the interestutated at the effective interest rate, i.e.
applying a rate that reduces to zero the sum opthsent values of the net cash flows generated
by the financial instrument. Losses are recognirethe income statement when impairments
manifest themselves or when loans and receivaléeslainated from the accounts. Receivables
are impaired and recognized at their estimatedzedde value (fair value) by means of the

allowance for impairment directly deducted fromitloarrying amount.

Receivables are impaired when there is objectivdes¢e that the receivable is unlikely to be

collected and also on the basis of past experiandestatistics (expected losses).
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If, in subsequent periods, the reasons for theipuevimpairment losses no longer apply, the
value of the asset is restored up to the value Wmild have derived from applying the

amortization cost, if the impairment loss had netiborecognized.

The Group mainly reports in this category assets wlithin twelve months, which are therefore

recognized at nominal amount as an approximaticemudrtized cost. If the terms of payment are
longer than normal market terms and the loan oeivable does not earn interest, the amount
booked contains an implicit financial component aedmust be discounted by recognizing the

relating discount in profit or loss.

Loans and receivables expressed in foreign curesrarie converted at closing rates, and the gains

or losses from their translation are taken to puafioss.

at fair value recognized in other comprehensiveoime (FVOCI): other non-current equity

instruments (exavailable for sal@ are initially recognized at cogfair value of the initial
consideration given in exchange) increased by mmsaction costs directly attributable to them.
As the Group does not trade equities, it has adapbie option of presenting subsequent changes
in the fair value of the investment among other pmghensive income. Accordingly, only
dividends are recognized in the income statemenie¢s they clearly represent a refund of the
investment). Changes in fair value and any gamksses on disposal of the investment are
recorded in the statement of comprehensive incamlease never recorded in the statement of
income. As this option can be exercised for eaalestment, any exceptions at the initial

recognition stage will be shown in the commenthoa item.

All the investments in equity instruments must beasured at fair value. In the case of securities
traded on active markets, fair value is determiwétl reference to the closing price on the last

trading day of the reporting period.

In the case of assets for which there is no actigeket, fair value is determined on the basis of
the price used in recent transactions between emmt parties in instruments that are
substantially the same, or using other valuatichr@ues, such as income valuations or based on

discounted cash flow analysis.

However, in a few circumstances only, cost mayesgnt an adequate estimate of fair value if,
for example, the latest information available toaswge fair value is insufficient, or if there is a

wide range of possible fair value measurementsst Sonever the best estimate of fair value for
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As the Group does not trade equities, other noreatiequity instruments consist of investments

investments in listed equity instruments.

in equity instruments below 20% in which the Gralges not exercise significant influence.

- at fair value recognized in profit/loss for the y¢BVTPL): financial assets are measured upon

initial recognition at fair value through profit toss, determined based on the market value at the
end of the reporting date; in the case of unquatstruments, this amount is determined by
means of generally accepted financial valuatiomrneues based on market information. Fair
value gains and losses on assets in this categemeeognized in profit or loss. At 31 December

2018, the Group did not hold any financial assetsch are initially measured at fair value.

Inventory

Inventory is measured at the lower of the purcla@sproduction cost, including all directly attrilalie
expense, net of discounts and allowances, calculagng the weighted average cost method, and
estimated realizable value which can be derivechfnoarket prices. Estimated realizable value tahkes
account market prices, any production costs yendar and direct sales costs. Inventory is adjusted

obsolete and slow moving items through a specifitealown provision.

Cash and cash equivalents

This item comprises cash, bank deposits on demand, other short-term highly liquid financial

investments which are easily convertible to cashraot subject to the risk of significant value ches
Cash and cash equivalents are recognized at thigiinal amount.

Equity

Treasury shares

Treasury shares are measured at historical cosar@noecognized as a reduction in equity. The tedul

the subsequent sale of treasury shares is recadizctly as a change in equity.
Dividends paid

Dividends payable are recognized as a change itydquhe year they are approved by the Sharemslde
Meeting or by the Board of Directors in the evehao interim dividend, pursuant to art. 2433 bidhaé

[talian Civil Code.
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Post-employment benefits, mandatory for all Ital@mpanies under art. 2120 of the Civil Code, are

Post-employment benefits

deferred remuneration and are directly relatedhéoemployee’s length of service in the company,tand

the employee’s actual remuneration received duheg period of service.

For Italian companies with at least 50 employe@stqpmployment benefits take the form of a defined
benefit plan, solely for the amounts accrued prood January 2007 (and not yet paid at the regprtin
date), whereas subsequent to such date, they evgniged as a defined contribution plan. For Italia
companies with less than 50 employees, post-emm@oyrnenefits are considered as a defined benefit
plan. All defined benefit plans are discounted. Thecounting process, based on demographic and
financial assumptions, is performed by independsnuaries. Following the Amendment to IAS 19 -
Employee Benefitghe recognition of expense related to work pentt and net financial expense are
recognized in the income statement, while the retiom of actuarial gains and losses arising frown rte-

measurement of liabilities and assets are recodnizthe statement of comprehensive income.

Provisions for risks and charges

Provisions for risks and charges are recognizednvthe Group has a legal or constructive obligation
resulting from a past event and for which a proligtbexists for the fulfillment of that obligationThe
provisions reflect the best estimate of costs baseahformation currently available in order toffilithe

obligation at the reporting date, and are discalimteen the effect is significant.

Payables and other liabilities

The item comprises trade payables, loans and borgswbank loans and overdrafts and other liabditi

Financial payables and liabilities are initiallycognized at fair value, which basically matches the
amounts cashed in net of transaction costs. Managedetermines upon initial recognition how finaci

liabilities are to be classified, in accordancemiRS 9 criteria and as required by IFRS 7.

Subsequent to initial recognition, financial liatids are measured in relation to their classifarainto
one of the categories defined by IFRS 9. Specificéhe Group has classified its payables and other
liabilities in the amortized cost category, exciptderivative instruments, for which reference wddbe
made to the specific paragraph, applying a raterdguces to zero the sum of the present valudseafiet
cash flows generated by the financial instrumamgtruments due within twelve months are measured at

their nominal amount as an approximation of amedizost.
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If the loan agreements provide covenants, whichatdulfilled, and this situation is not remedieeffore

the end of the year, the long-term portion of tbah is classified as current debt.

Payables denominated in a foreign currency ar@edigat the exchange rate at year end, and the gains

losses deriving from the adjustment are recogniizélde income statement.

Derivative financial instruments

Derivatives are classified as “Hedging derivativaghen they meet the requirements for hedge
accounting, otherwise, even if they have been takdrwith the intent of managing exposure to risks,

they are recognized as “Non-hedging derivatives”.

In accordance with the provisions of IFRS 9, theupr has availed itself of the option to continue to
apply the methods and requirements establishetiddge accounting by IAS 39, previously in force,
and thus define the hedge effectiveness relatipnstlating to the derivative financial instrument.
Specifically, financial instruments are accountedidased on the hedge accounting methods adopted by
the Group, only when their relationship with thedged item is formally documented and the hedge

effectiveness is high (so-called effectivenesg.test

The effectiveness of hedging transactions is dootede both at the inception of the hedge and
periodically thereafter (quarterly or at least sery reporting date) and is measured by comparing
changes in the hedging instrument’s fair value wliise in the hedged item (dollar offset method) fo
back testing effectiveness. Prospectively testifgctveness involves developing aggregate disaxdint

cash flows by year for the hedged item and its medderivative (regression method).

When hedging derivatives hedge the risk of changmir value of the hedged instruments (fair value

hedges), the derivatives are recognized at faueveirough profit or loss.

The effective portion of changes in the fair vahfecash flow hedges, which hedge the exposure to
changes in cash flows for the items hedged, isgmized in other comprehensive income and presented
in the hedging reserve. The ineffective portioncb&inges in the fair value of the derivative finahci
instrument is immediately recognized in profit/ldssthe year. If the derivative instrument is soldho
longer qualifies as an effective hedge of the ffick which it was taken out or if the underlying
transaction is no longer highly probable, the edaportion of the hedging reserve is immediately

reclassified to profit or loss.

Regardless of the type of classification, derivegiare measured at fair value, determined by vatuat
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techniques based on market data (suchirdsr alia, discounted cash flow, forward currency rate

method, Black-Scholes formula and its evolutions).

Specifically, this value is determined using spegificing instruments based on market parametars (
interest rates, exchange rates and volatilitiex)pognized on individual valuation dates and conmgpare

with the figures communicated by the counterparties

Use of estimates

The preparation of the financial statements anchtites thereto, in application of the IFRS, requiteat
the Company carry out certain estimates and assomspivhich affect the carrying amount of assets and
liabilities and disclosures about assets and cgetin liabilities at the reporting date. Estimates a
assumptions used are based on experience and emfatkors considered significant. Actual resulesym
vary from these estimates. Estimates relate mainprovisions for risks relating to receivablebsolete
inventory, publishing returns, investment measurgsjeamortization, depreciation, impairment of &gse

taxation, provisions for risks and charges, andingant liabilities.

Estimates and assumptions are reviewed reguladyttemeffects of each variation therein are reczaghi

in the profit and loss in the period in which thetimate was revised. The effects of such revisemes
reflected in the periods on which they have effeet,both in the current period, and in futureipes, if
relevant. In this context, the persisting uncettafactors in the short and medium economic termmcty
make it hard to predict a return to normal markaiditions, have led to the need to make assumptions
regarding future performance which are influencedsignificant uncertainty, and the possibility of
achieving results different from those estimatedncdé be excluded for the next year, and which could
therefore require adjustments to the carrying armoewven significant, although these are obviously

neither currently quantifiable nor foreseeable.

The items most susceptible to these uncertainteegngangible assets (including goodwill), the alémce
for impairment, inventory write-downs, prepaid addferred tax, post-employment benefits and the

provisions for risks and charges.

A summary follows of all critical measurement preses used and key assumptions made by Management
regarding the future in the process of applyingpaating policies and that could have a signifioaffiect

on the amounts recognized in the consolidated Giahrstatements and for which there is a risk that
significant adjustments to the carrying amount s$deds and liabilities could arise in the next firiah

period.
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The Group revises periodically the carrying amafrintangible assets even in the absence of impaitm

Determination of the recoverable amount of non-entrassets

indications, to verify that they are not recordédaehigher amount than their recoverable value. Whe
impairment loss indicators are observed, the cagrgmounts of property and plant are also promptly
revised. More specifically, goodwill relating tagh generating units and intangible assets witéfinide

useful life are measured at least annually evehdrabsence of impairment indicators.

The recoverable value of the goodwill defined bgheampairment test is sensitive to changes in the
assumptions used, e.g. the rate of growth of rexefarecast changes in the EBITDA and, among the
valuation parameters, the discount rate (WACC) thedconsistency of financial projections beyond the
period of the plan (g equal to zero, in nominaitgy. In turn, the WACC is sensitive to changegsrown

components, including the risk free rate that sunzea country risk.
Allowance for impairment

The allowance for impairment reflects Managemerstimate regarding the losses on the portfolio of
receivables from end customers. The allowancstismated based on the losses expected by the Group,
based upon past experience for similar receivabieent and past due dates, losses and receiptsafi
models of expected losses, arising from the carefohitoring of receivables management and from

projections on market and economic conditions.

The persisting uncertainty factors in the short amedliium economic term, along with the resultinglitre
squeeze, could result in further deteriorationhaf financial conditions of Group debtors compared t

deterioration already considered in the quantificaof the recognized allowance for impairment.
Deferred tax assets

Deferred tax assets are recorded to the extenhitchvit is considered probable that future taxabt®me
will be generated to allow the utilization of detbte temporary differences. The realizable vadfie
deferred tax assets is periodically reviewed adogrtb the future taxable income foreseen in theupls

most recent plans.
Provisions for risks and charges

The provisions for risks and charges relating totiogent liabilities of a legal or fiscal natureeanade
on the basis of estimates made by the Directorshermasis of valuations made by the Company’sl lega

and tax advisers on the probable charge that caeasenably expected to fulfill the obligation.
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Transactions in foreign currency are initially rgned at the exchange rate in force on the traiosac

Translation of foreign currency items

date. Monetary assets and liabilities denominatddrieign currency are translated at the exchaatgein

force at year end.

Non-monetary items valued at historical cost irefgn currency are converted at the exchange rétegru
on the transaction date. Non-monetary items reeegnat fair value in foreign currency are convegdéed

the exchange rate ruling on the fair value measentate.

If a designated fair value hedging relationship basn set up between a hedging instrument and an
element being hedged in foreign currency, the atiog treatment applied is the same as for hedages,

explained under “Derivative financial instruments”.

Upon consolidation, the financial statements offtreign subsidiaries in a currency other thanEbeo
are translated adopting, for the figures of theéestent of financial position, the spot exchange it
the end of the year, and for the income compongfitse income statement, the average rate of the ye

Exchange rate differences are recorded in a s&ppravision called Translation Reserve.

Risk management

The main fiscal, legal and financial risks the @aommunication Group is exposed to, as well as the
policies put in place by Management for their mamagnt, are explained in Note 36. Reference is made
to the Directors’ Report for operational and busgasks.

Accounting standards, amendments and interpretatios effective as of 1 January 2018

IFRS 15 Revenue from contracts with customers

The standard, published by the IASB in May 2014 eladed in April 2016 and endorsed by the
European Commission in September 2016, introdugeEnaral model to determine whether, when and
to what extent revenue is recognized. Specificalhe standard establishes a new model for the
recognition of revenue, applied to all contracisudaited with customers except for those fallinghm

the application of other IAS/IFRS standards asdsassurance contracts and financial instruments.
The key steps in the accounting of revenue basadismew model are:

+ jdentification of the contract with the customer;
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» identification of the performance obligations emgsd in the contract;
e pricing;
« price allocation based on the performance obligatenvisaged in the contract;

» the criteria for the recognition of revenue whea émtity meets each performance obligation.

The standard supersedes the recognition criteti@mwgein IAS 18 -RevenuglAS 11 - Construction
contracts IFRIC 13 -Customer Loyalty ProgrammeB-RIC 15 -Agreements for the Construction of
Real EstatelFRIC 18 -Transfers of Assets from Customensd SIC-31 Revenue: Barter Transactions

Involving Advertising Services

The Group adoptetFRS 15 Revenue from contracts with custonaesr®f 1 January 2018, using the
cumulative effect approach to avoid restating mkrighown in the comparative information and to
recognize the effects of the first-time applicatminthe new standard in initial equity for the finzzal

year of first-time application.

The effects of the application of the new standaal basically restricted to a different presentatib
costs and revenue as a result of the valuationhef grincipal/agent roJewith no impacton the
consolidated result for the period and on constdidlaequity of the Group at 1 January 2018. The
difference refers to both distribution and to oiligation and advertising related to Sporting Eveass,

well as to certain advertising sales contracts.

Distribution is carried out mainly by companiessidé the scope of consolidation, acting as ageitks w
respect to Group companies. The relating distrdoupremiums, previously recorded as a decrease in
gross revenue, have been reclassified, with thednottion of IFRS 15, among Group costs. The shle o
publishing products is, therefore, presented godssich item with a positive effect on revenue afde
131.1 million at 31 December 2018.

With regard to organization and advertising relat@dsporting Events, as well as certain advertising
sales contracts for third-party publishers anddistribution of third-party publishing products, der

the new IFRS standard, the Group companies invohaeke been recognized as agents; therefore,
revenue has been netted out to express on sudlitiastonly the revenue item achieved by the Group

with a negative effect on revenue of Euro 24.3iarillat 31 December 2018.

In accordance with the cumulative effect approackhould be noted that the application of IFRS 15
resulted in 2018 in: (i) an increase in net reveal&uro 106.8 million (of which Euro 136.5 million

attributable to higher revenue from the sale oflipabions for the adjustment of distribution prems;
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Euro 5.4 million to lower revenue from the disttiom of third-party publishing products), Euro 11.6
million to lower advertising revenue, and Euro 12viflion to lower sundry revenue) and (i) a
corresponding increase in costs for the consummfarmw materials, consumables and supplies (Euro

19.7 million) and services (Euro 87.1 million).

IFRS 9 —Financial instruments

IFRS 9, published by the IASB in July 2014 and appd by the European Commission in November
2016, supersedes IAS 3%inancial Instruments: Recognition and Measuremé&RRS 9 introduces
new requirements for the classification and measarg of financial instruments, including a new
model for calculating impairment of financial ass#tat also covers expected losses, and new general
requirements for hedge accounting. Additionally, intcludes provisions for the recognition and
derecognition of financial instruments in line withe current IAS 39 and new indications on the
rescheduling of loan agreements. With the exceptiohedge accounting, retrospective application of
the standard is required, while it is not computsiar provide comparative information. Elements that
have already been derecognized at the date oftifinst application are excluded from retrospective
application. As regards hedge accounting, the stahs generally applied prospectively, with a few

limited exceptions. In this context, however, atitgmrmay continue applying the provisions of IAS. 39

IFRS 9 classifies financial assets into three nwategories: amortized cost, fair value recognized
through profit/(loss) (FVTPL) for the year, fairlua recognized in other components of comprehensive
income (FVOCI). The categories set out in IAS 38, assets held to maturity, loans and receivabids

available-for-sale assets, are derecognized.

The Group adopted IFRS Enancial Instrumentsas of 1 January 2018, making use of the exemption
that allows an entity not to recalculate prior-yacomparative information regarding changes in
classification and measurement, including impairimiesses. Differences in the carrying amounts of
financial assets and liabilities arising from tl®ption of IFRS 9 are recognized in retained eg@sas

of 1 January 2018. Additionally, with regard to fedaccounting, the Group intends to continue

applying the provisions of IAS 39.

The effect on initial equity produced a reductidnEmro 0.9 million, net of the tax effect (Euro 0.6
million on the Group's equity) as a result of augtbn in receivables of Euro 1.2 million, with no
significant changes in the income statement figdoes2018. Specifically, the adjustment reducing
retained earnings refers to the recognition of tithl, and possible, losses due to impairment of

financial assets arising from the application of &xpected credit lossodel introduced by IFRS 9,
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superseding thmcurred credit lossnodel under IAS 39. Based on this new model, atyais was also
performed on financial assets not past due, foclvthere is no evidence of actual impairment. R t
purpose, the relevant balances were subdividedrdiogpto common credit characteristics such as:
rating class, segment and geographic area to pighdiny possible signs of future default. On theida
of these assessments, the relevant impairmentrgages for each rating class were identified refgrr
to trade receivables, other receivables, finan@ativables and cash. These percentages représent t

point of view of the Group regarding expected Igseer the next 12 months.

Changes in the contractual terms of a financiddiliig or a part thereof of a "substantial" natgige
rise, both currently with IFRS 9 and previouslyiWiAS 39, to a derecognition of the financial liggi
while the accounting treatment of a non-substartielnge, in accordance with IFRS 9, requires the

gross value of the financial liability to be reaabted and recognized in the income statement.

On 10 October 2018, RCS MediaGroup S.p.A. signedmna@nding agreement with the pool of banks to
the existing Loan Agreement at better terms, asaemgd in the section "Significant events during th
year". The renegotiation does not imply a deredagmi of the financial liability as it is not
“substantive”. The effect of the changes determiascexplained above generated a gain of Euro 3
million recognized in the income statement undearicial income (there would have been no impact if

the provisions of IAS 39 had been applied previgusl

Based on the new classification criteria, investtmén equity instruments with a fair value of El8o
million at 31 December 2017 and previously classifas available-for-sale assets, are now booked
under "Other non-current equity instruments" andsoeed at fair value. For each equity instrumdet, t
Group has decided whether such measurement ataflaie should be recorded in the income statement
(FVTPL) or in the statement of comprehensive incd@éOCI). Such option exercised for each equity

instrument is final.

The table below shows a reconciliation between fihancial items classified and measured in
accordance with IAS 39 and IFRS 9:
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Q] Impact on
Categories of financial instruments Classification Amount Difference| Group equity
IAS 39 IFRS 9 IAS 39 IFRS 9 at1 January
31/12/2017  01/01/201 2018
Non-current financial assets
Other non-current equity instruments Available-fatesfinancial assets FVOCI 3.0 9 d.1)
Other non-current equity instruments Available-fatesfinancial assets FVTPL - q.1 1
Non-current financial receivables Receivables aaddo Amortized cost 3.8 38
Other non-current assets Receivables and loans Aredrtiost 21 21
Currentfinancial assets
Trade receivables Receivables and loans Amortized cost 3334 332.2 1.2) 0.6)|(
Sundry receivables and other current assets Retesvahd loans Amortized cost 195 19.5
Current financial receivables Receivables and loans mowized cost 0.9 ofo
Cash and cash equivalents Receivables and loans Eewrost 128.1 128|1
Non-currentfinancial liabilities
Non-current financial payables and liabilitie: Otfieancial liabilities Amortized cost 319.1 319.1
Currentfinandal liabilities
Payables to banks Other financial liabilities Amortized cost 16.8 16.8
Current financial payables Other financial liabdlgi Amortized cost 55.1 5541
Trade payables Other financial liabilities Amortized cost 324.9 32p.9
Sundry payables and other current liabilitie: Oftmamncial liabilities Amortized cost 67.4 6714
Hedging derivatives Fair value - hedging instruments Fair value - hedging instrument 11 .1

(*) Amounts for each class identified by I1AS 39sd#ied under IFRS 7

Amendment to IFRS 4Applying IFRS 9 Financial instruments with IFRSurance Contracts

In September 2016, the IASB published the docuf@pplying IFRS 9 Financial Instruments with
IFRS 4 Insurance Contracts”. The amendment, enddogethe European Commission in November
2017, applies as of 1 January 2018. The amendn@iffRkS 4 aim to remedy the temporary accounting
effects of the gap between the entry into forcé~&S 9 and the entry into force of the new accaonti

standard on insurance contracts that supersed&4RKFRS 17).

The amendments to IFRS 4 authorize entities whosgopinant activity is issuing insurance contracts
to defer the date of application of IFRS 9 to 1ukag 2021 and continue to use IAS 39 Financial
Reporting Standard: recognition and measuremerg.aifiendments to IFRS 4 also allow entities which
issue insurance contracts to remove, from the tpflos) for the period, reclassifying to equityGlp a
part of the additional accounting mismatches amdpt@ary volatility which may appear when they

apply IFRS 9 before the implementation of IFRS 17.

Improvements to IFRS2014-2016 Cycle

On 8 December 2016, the IASB published the docurtiemirovements to IFRS: 2014-2016 Cycle"
approved by the European Commission in Februar$20he main amendments regard:

« |FRS 1:First-time Adoption of International Financial Reapiog Standards The amendments
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delete a number of exemptions provided by IFRSslihay have not served their intended

purpose.

* 1AS 28:Investments in Associates and Joint VentuiEse amendment clarifies that the election
to measure at fair value through profit or lossthga than at equity) an investment in an
associate or a joint venture that is held by atityethiat is a venture capital organization, or
other qualifying entity, is available for each istment in an associate or joint venture on an
investment-by-investment basis, upon initial reétgn. Entities that are not investment entities
may measure investments in associates and joittineenthat are investment entities using the
equity method, maintaining the fair value measurgmenade by the latter with regard to their

investments.

Amendment to IFRS 2Classification and Measurement of Share-based Paym@ansactions

In June 2016, the IASB published the amendmentSR& 2 ‘Classification and Measurement of Share-
based Payment Transactiongndorsed by the European Commission in Februat,2wvhich aim to
clarify the accounting of certain types of sharedshpayment transactions. At 31 December 2018, the

Group had no transactions in place attributabkutth types.

Amendment to IAS 40 Investment Propeffyansfer of Investment Property

In December 2016, the IASB published “AmendmentA8 40 Investment Propertytfransfers of
Investment Property"which clarifies the provisions relating to changeshe use of an asset that lead
to qualifying an asset that does not constituténgastment property as such or vice versa. Based o
these amendments, an entity must reclassify an asser from, investment property solely when the
asset meets or ceases to meet the definition wésiment property” and there has been a clear ehang
in use of the asset. This change must be tiedspeaific event that has occurred and, thus, shoatlde
limited to a change in Management’s intentions tfa¥ use of the asset. The new provisions had no
impact on the Annual Report of the Group at 31 Deuer 2018.

IFRIC Interpretation 22Foreign Currency Transactions and Advance Consiti@na

In December 2016, the IASB published the documéRRIC Interpretation 22 Foreign Currency
Transactions and Advance Consideratioo provide indications on how an entity shall detemnihe
date of a transaction, and consequently the exeheatg to be used when foreign currency transaction

take place, in which payment is made or receiveativance.
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The adoption of this interpretation had an immatezifect on the Group's net profit for 2018.

Accounting standards, amendments and interpretatios endorsed by the EU and applicable from

financial periods beginning on 1 January 2019

IFRS 16 Leases

In January 2016, the IASB published IFRS lgases.The new standard, endorsed by the European
Commission in October 2017, establishes a neweimgldel of recognition and measurement of leases
for the lessee, without making any distinction bew operating leases and finance leases. Spégifical
it provides for the recognition of the right of uskthe underlying asset with the assets in theestant

of financial position with a balancing entry in dimcial liabilities. The standard provides the poifisy

of not recognizing contracts as leases that invldwevalue assets (i.e. leases relating to assitsav
value of less than USD 5 thousand) and leasesaniéiim equal to or less than 12 months. Conversely,
the standard introduces no material changes foletsor. The standard introduces a criterion based
the control of the use of an asset to distinguestsés from service contracts, identifying the feiig

distinguishing factors:

» identification of the asset granted for use (i.&hewut a right of replacement thereof by the
lessor);

» the right to obtain substantially all economic Héeeleriving from use of the asset;

» the right to establish how and why the asset setased.
The standard applies as of 1 January 2019, but application is allowed. First-time applicatiohoa¥s
use of the full retrospective method (with restatamof comparative information) or the modified
retrospective method (with the cumulative effecthaf adoption of IFRS 16 recognized as an adjudtmen
to the opening balance of retained earnings atnlialyg 2019, without restatement of comparative

information).
The Group will apply the standard as of 1 Janu@ro2

The Group has completed its review of the contraatentially affected by this standard. There are
approximately 800 such contracts, mainly signettalty and attributable to approximately 50 diffetren
parties. Of these contracts, approximately 230 lwarlassified as short term or low value leases; th

option for these contracts was not to apply thegeition and measurement provisions under IFRS 16.
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Short-term leases refer mainly to the classess#tasmotor vehicles and office equipment.

For such contracts, the introduction of IFRS 18 it imply the recognition of the financial liaibyl of
the lease and the relating right of use, but Igasenents will be recognized in the income staternant

a straight-line basis for the duration of the resipe contracts.

The remaining contracts relate mainly to the reafakeal estate and company cars used by employees.
Lastly, a few minor contracts (in terms of amoumhstation and number) refer to operating leases of

plant and machinery, furniture and office machinery

In performing its analysis, the Company has idedithe components of the contracts or the corgtract
themselves, the lease of which can be traced lmaakservice contract or a license concession, asd h

applied IFRS 15 to these cases, excluding them thenscope of IFRS 16.
No sale and leaseback transactions were identified.

The Company, as lessee, will adopt the abovemesdiomodified retrospective method. Specifically, the

Company will record, with regard to the lease cacis previously classified as operating:

« afinancial liability, equal to the present valuelee remaining future payments at the transition
date, discounted using for each contract itheremental borrowing rate applicable at the

transition date;

e a right of use equal to the amount of the finantability at the transition date, net of any
accrued income and prepaid expenses relating te#se and recorded in the balance sheet at

the balance sheet date of these financial statesment

assessments are underway, restricted to certaipeptyo rental contracts, regarding the possible
valuation (as an exception to the transition metpederally applied by the Company) of the right of
use, by applying discounting from the effectiveedat the contracts, while maintaining the same IBR
used in calculating the financial liability. Thi€@unting treatment (known as cherry picking) at 1
January 2019 would have a decreasing impact ortyegsia result of the difference arising from the
right of use, calculated in this manner, and tharfcial liability. The estimated impact is approately

Euro 16 million.

The financial liability emerging from the applioati of the modified retrospectivemethod was

discounted using an IBRncremental Borrowing Ra}econsistent with the maturity of the underlying
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In applying the lease accounting method, Manageraksiot assessed the definition of the lease term or

contracts. The different IBRs range from slightgd than 1% to approximately 2.5%.

the duration of the contracts, identifyitige non-cancellablperiod of the lease and integrating it to take

account of any extension options, the exercisehdthvis reasonably certain.

The leases recorded in the financial statemeng&ladDecember 2018 in application of IAS 17, were
reviewed to ascertain whether by applying the neavipions of IFRS 16 they should have been subject
to changes regarding their duration or any seraiokgation components included in the contracts,
concluding that, in the manner presented in theniomal statements at 31 December 2018, these leases

will not be subject to changes in treatment in 2019

The estimated financial liability resulting fromethapplication of IFRS 16, calculated as explained
above, amounted to approximately Euro 220 millibine amount includes the effects of the lease of the
property in Via Solferino, without prejudice to tkemments made in Note 36 below "Commitments,

risks and other information".

The table below shows the estimated impacts oatteption of IFRS 16 at the transition date, without

taking into account the ongoing assessments gidksible application afherry picking:

Description (€ milions ) Impact at transition date 1
January 2019

ASSETS
Usage rights property 197

Usage rights plant and machinery -

Usage rights equipment -

Usage rights motor vehicles 8
Usage rights other assets 15
Total non-current assets 220
TOTAL ASSETS 220

EQUITY AND LIABILITIES
Retained earnings -
Total equity attributable to the owners of the parent -

Financial liabilities for non-current leases 193
Total non-current liabilities 193
Financial liabilities for current leases 27
Total current liabilities 27
TOTAL EQUITY AND LIABILITIES 220
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It should be noted that the estimated effects efatioption of IFRS 16 as commented above, may be
subject to change up to the presentation of the gaowyis first financial statements, which include th
date of first-time application, also in light ofidelines that may arise at a later time on cergéumtions

that are more exposed to the interpretations oftamdard, as well as for the implementation oflthe

solutions identified in support of the businesscpsses involved.

As required by ESMA’s Public Statement of 26 OctoB818, a reconciliation is given below of
operating lease commitments, the amount of whicshmvn in_Note 36 below, under IAS 17, and the

emerging liability under IFRS 16.

Description (€ millions) Impact at transition

date 1 January 2019

ASSETS
Commitments for operating leases at 31 Decembé& 201 282
Commitments for lease payments - renewal options 16
Reduction for exemption - short termleases @

Reduction for exemption - low value assets -

Reduction for services out of IFRS 16 includetkas e contractéservice components) -

Increase for variable components of lease payments -

Other changes (*) (49)
Gross value of lease liabilities at 1 January 201-%hefore application of IFRS 16 247
Discounting 27)
Lease liabilities at 1 January 2019 - before applation of IFRS 16 220
Present value of financial leases at 31 Decemts¥ @0IAS 17 4
Lease liabilities at 1 January 2019 224

(*) These refer to lease payments relating to emts$rnot covered by IFRS 16.

Amendment to IFRS 9 Financial instruments: Prepayment features withateve compensation

In October 2017, the IASB published the amendm&nt&RS 9 “Prepayment features with negative
compensation" endorsed by the European Commisaidiiarch 2018. To clarify the classification of
certain financial assets that can be repaid earlhe application of IFRS 9, these amendments allow
the measurement at amortized cost or at fair véfwmeugh other comprehensive income (OCI) of
financial assets with prepayment features througgdtive compensation”. The amendments apply to

financial periods beginning on 1 January 2019.

IFRIC 23 -Uncertainty over Income Tax Treatments

The interpretation IFRIC 23 - Uncertainty over imedtax treatments, published by the IASB in June
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This interpretation clarifies how to apply the rgoition and measurement requirements of IAS 12 when

2017, was endorsed in October 2018.

there is uncertainty over income tax treatments.

IFRIC 23 applies to uncertainties over income fherefore, any uncertainties over other tax aneedut

(e.g. VAT, excise duties, etc.) do not fall withire scope of application.

Uncertainties over the calculation of income taxwt not be reflected in the balance sheet in a
provision for risks, but should be included in ttedculation of assets/liabilities from current/deéel

tax.

Income tax-related assets (e.g. payment of a texadd for an ongoing tax dispute) will be kept ie th
financial statements if it is likely that the taxet authority will accept the tax treatment adopbgdhe

entity. Entities need not demonstrate that theveigoof the asset is virtually certain.
The new interpretation applies as of 1 January 20dBearly application is allowed.

Amendment to 1AS 28vestments in associates: Long-term Interestssgodiates and Joint Ventures

The amendments to IAS 28ng-term Interests in Associates and Joint Vewsfupelblished by the
IASB in October 2017, aim to clarify that IFRS $a@lapplies to long-term interests in an associate o

joint venture essentially forming part of the matéstment in the associate or joint venture.

The IASB also published an example that shows Im@aptovisions of IFRS 9 and IAS 28 apply to long-

term interests in an associate or joint venture.

The amendments apply to financial periods beginnimd January 2019.

Accounting standards, amendments and interpretatios not yet endorsed by the EU

Improvements to IFR22015-2017 Cycle

In December 2017, the IASB published the docurienprovements to IFRS2015-2017 Cycle”. The

main amendments regard:

* |FRS 3 -Business Combination and IFRS 11 — Joint Arrangasienhe amendments to IFRS 3

clarify that when an entity obtains control of anjooperation, it must recalculate the fair value

of the interest previously held in this joint opgsa. The amendments to IFRS 11 clarify that
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when an entity obtains joint control of a joint oggon, the entity does not recalculate the fair

value of the interest previously held in such japeration;

« JAS 12 -Income tax consequences of payments on finan@aluments classified as equity
The proposed amendments clarify how an entity mesbtgnize any tax effects deriving from

the distribution of dividends;

* |AS 23 —Borrowing costs eligible for capitalizationThe amendments clarify that where funds

borrowed specifically for the acquisition and/omstruction of an asset remain in place even
after the asset itself is ready for use or saleh $unds cease to be considered specific and are
included in the entity's general funding in ordeidetermine the capitalization rate of the funds

borrowed.
The amendments apply to financial periods beginnimd January 2019. Early application is allowed.

Amendment to IAS 19 Plan Amendment, Curtailment or Settlement

In February 2018, the IASB published the amendmemt\S 19"Plan Amendment, Curtailment or
Settlement'to clarify how current service cost and net intei@re determined when a change occurs in

the defined benefit plan.
The amendments apply to financial periods beginnimd January 2019. Early application is allowed.

Amendment to IFRS 3 - Definition of a Business

In October 2018, the IASB publish&kfinition of a Business (Amendments to IFR%i#) the aim of
helping to determine whether a transaction is ajuiadion of a business or group of businesses that

does not meet the business definition of IFRS 3.
The amendments will apply to acquisitions afteatiuhry 2020. Early application is allowed.

Amendment to IAS 1 and IAS 8 - Definition of Materi

In October 2018, the IASB published the amendniafinition of Material (Amendments to IAS 1 and
IAS 8) which aims to clarify the definition of "materiallh order to assist entities in assessing the

significance of information to include in financithtements.

The amendments will apply as of 1 January 2020. é¥&w early application is allowed.
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In May 2017, the IASB published IFRS 17 - Insura@mntracts, which supersedes IFRS 4, issued in

IFRS 17:Insurance Contracts

2004. IFRS 17 applies to all types of insurancetremts, regardless of the type of entity that issue

them, as well as to certain guarantees and finkimsigiuments with discretionary participation fieas.

The overall objective of IFRS 17 is to provide arenaseful and consistent accounting model for
insurance contracts among entities issuing inser@oatracts. Unlike the provisions of IFRS 4, which
are based mainly on maintaining previous accourgoigies, IFRS 17 provides a comprehensive model

for insurance contracts covering all relevant aotiog aspects.
The standard is effective as of 1 January 2021ebrdy application is allowed.

IFRS 14:Requlatory Deferral Accounts

IFRS 14, issued by the IASB in January 2014, allansentity, whose activities are subject to rate
regulation, to continue applying, on first-time atlon of the IFRS, the previous accounting stanslard
adopted for the amounts relating to rate regulatiBRS 14 came into force on 1 January 2016, bat th
European Commission has suspended the endorsemmgsp, pending the new standard on "rate-

regulated activities". The standard does not afptire Group.

Amendment to IFRS 1Consolidated financial statements and IAS 28 Imaents in associates and

joint ventures.

The changes arising from the amendment issued byIASB in September 2014 address the
inconsistency between IFRS 10 and IAS 28 over ¢ss lof control of a subsidiary that is sold or
transferred to an associate or a joint venture.arhendments clarify that any gain or loss on the ca
from the contribution of assets that constituteuaiess, as set out in IFRS 3, between an invasitr
an associate or joint venture, must be recogniretull. Any gain or loss on the sale or from the
contribution of assets that do not constitute anmss is recognized only to the extent of the parti
held by third-party investors in the associateaintj venture. With a further adjustment in December
2015, the IASB cancelled the previous date of-firae application set for 1 January 2016, decidimg

determine it at a later date.

NOTES TO THE CONSOLIDATED INCOME STATEMENT
The following is the analysis of the main itemsre¥enue and cost for the year ended 31 December

2018. All the figures are shown in Euro milliondhelcomparative figures refer to the Annual Repbrt a
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31 December 2017.

As of 1 January 2018, the Group adopted IFESS- Revenue from contracts with customessich

resulted in a different presentation of costs aedemue, as a result of the valuation of the

principal/agent rolewith no impact on the result for the period oremuity at 1 January 2018. This

new standard was adopted using the cumulative tefipproach and, therefore, not applying its

provisions to the period shown for comparative pggs. As a result, the 2018 income statement cannot

be directly comparable with the 2017 income statémén 2018, the application of IFRS 15 resulted i

(i) an increase in net revenue of Euro 106.8 nmllénd in (ii) a corresponding increase in costdter

consumption of raw materials, consumables and sgPEuro 19.7 million) and services (Euro 87.1

million).

1. Net revenue

The table below shows gross operating revenue cggiscounts and net operating revenue:

Description 31/12/2018 31/12/2017
Gross operating revenue 1,299.5 1,186.2
Advertising agency discounts (75.4) (76.8)

Net operating revenue 1,224.1 1,109.4

Revenue is generated mainly in Italy and in Spaim.analysis of revenue by business segment is

provided in_ Note 13.

The breakdown of gross operating revenue can dgzmabas follows:

Description 31/12/2018 31/12/2017
TV advertising 151.0 143.0
Advertising on print media, Internet and sportivgets 485.3 491.7
Other TVrevenue 10.1 10.0
Magazine over-the-counter sales and subscriptions 530.8 416.1
VAT relating to publications (6.8) (6.3)
Other revenue 129.2 131.7
Total gross operating revenue 1,299.5 1,186.2

Gross operating revenue, amounting to Euro 1,288lton, increased by Euro 8.5 million, net of the

effects of the first-time adoption of IFRS 15 (E@@4.8 million in higher revenue).
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= circulation revenue (including the subscriptiontpor) amounted to Euro 530.8 million, Euro 437.7

As explained more in detail in the Directors’ Repar the year under review:

million of which attributable to the RCS Group aadro 93.1 million to Cairo Editore magazines;

= gross advertising sales from Group publicationgyuprwebsites and sporting events amounted to
Euro 485.3 million, attributable mainly to the RG®oup (Euro 453.3 million) and to Cairo Editore

magazines (Euro 25.5 million);

= gross advertising sales on La7 and La7d channessiated to Euro 149.2 million (Euro 137.8 million
in 2017), while the contribution of the Digicastarimels of RCS amounted to Euro 1.8 million;

= net advertising revenue (net of agencies discofirffuwo 75.4 million) amounted to Euro 560.9

million, attributable to the RCS Group for Euro illion.

Other revenue, amounting to Euro 129.2 million, mhaincludes revenue from the broadcasting of two
television channels through the multiplex owned thg subsidiary Unidad Editorial, revenue from
sporting events and from direct marketing actigiti'evenue from betting activities carried out paif

through the Marca Apuestas platform and other djpgyaevenue.

*k%

2. Other revenue and income

“Other revenue and income”, amounting to Euro 2&iBion (Euro 26.1 million in 2017), Euro 18.2
million of which attributable to the RCS Group (Bu0.9 million in 2017), includes revenue from pulp
and paper sales, charging of technical advertiswgjs, rental income, prior-year income, and other

items of revenue other than operating revenue.

This item includes Euro 2.6 million in non-recuginncome earned by RCS Sport following the

settlement agreement of a dispute.

*%k%k

3. Change in inventory of finished products

The item, amounting to Euro 0.3 million (Euro -@n8lion in 2017), arises from the use of the mageazi

sales during the ordinary course of business rglat Group companies.

*k*k
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4. Raw materials, consumables and supplies

The details of costs for raw materials, consumabtessupplies are as follows:

Description 31/12/2018 31/12/2017
Paper 76.9 73.5
Set design materials 0.1 -
Finished products, equipment and sundry materials 48.0 33.7
Total raw materials, consumables and supplies 125.0 107.2

The item, amounting to Euro 125 million, refers niyaito the publishing activities of Cairo Editoredca
the RCS Group, and decreases by Euro 1.9 milliehphthe effects of the first-time adoption of IER
15 (higher costs of Euro 19.7 million).

RCS Group's costs for raw, ancillary and consumatdéerials amounted to Euro 103.9 million and,
net of the effects of IFRS 15, shows a decreagaiod 2.3 million versus 2017.

*%k%
5. Services

The item mainly comprises direct costs of advertjsagencies, external processing, consultancies and
collaborations mainly for bordereau, TV costs, potion costs, organization costs and overheads.sCost

of services are broken down as follows:
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Description 31/12/2018 31/12/2017
Direct brokerage costs 48.6 52.0
Technical costs 1.7 1.2
Professional services, consulting and other adinatise

costs 27.6 32.9
Consultancies and collaborations 46.6 50.3
External processing 89.6 95.0
Transport costs 144.9 40.9
Sub-contracted TV programmes 22.7 20.9
Professional and artistic services and other T\&cidting 8.8 8.0
Shooting, crew, editing, and outdoor TV activities 1.0 1.0
News and sport information services and TV newsage 16 17
TV broadcasting services 0.2 04
TV artwork 0.7 0.5
Outdoor TVlinks 0.9 0.8
Advertising and launch promotion costs 04 -
Advertising and promotion 44.2 59.0
Organizational costs and overheads 92.5 98.2
Total services 532.0 462.8

The item, amounting to Euro 532 million (Euro 46&8lion in 2017), shows an increase of Euro 69.2

million versus the prior year. The negative efffroin the first-time application of the new IFRS 15,

totaling Euro 87.1 million, was partly offset bwsays of Euro 17.9 million thanks to the ongoingico

containment and efficiency recovery actions.

Cost of services attributable to the RCS Group artemito Euro 393.1 million (Euro 355.2 million in

2017), with a negative impact of Euro 62 milliomsarg from the adoption of IFRS 15. Net of thisesff,

costs amounted to Euro 330.8 million and relateniyidb the direct costs of the advertising agenty o
Euro 37.2 million (Euro 37.9 million in 2017), admstrative costs of Euro 23.5 million (Euro 29.6

million in 2017), publishing collaborations of EuBa.7 million (Euro 37.3 million in 2017), external

publishing and print processing of Euro 73.9 milliicuro 78.1 million in 2017), transport costs afr&

34.8 million (Euro 40.8 million in 2017), to advisihg and promotion expenses of Euro 41.4 million

(Euro 50.9 million in 2017), and to organizationstsoand overheads of Euro 85.2 million (Euro 80.6
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million in 2017).

*k*k

6. Use of third-party assets

The item amounts to Euro 65.2 million (Euro 60.9liom at 31 December 2017) and mainly includes

costs for journalistic, sport and TV programme tighease payments for property, office equipment a

royalties for copyrights.

Description 31/12/2018 31/12/2017
Lease payments for property 26.5 25.3
Rental of TV studios 04 0.4
Rental fees for TV studio equipment 0.8 0.6
TV programme rights 11 04
Sport rights 0.2 0.1
Journalistic rights 21 17
Copyrights (SIAE, IMAIE, SCF, AFI) 3.6 34
Royalty expense and sundry rights 20.4 17.6
Other costs for use of third-party assets 10.1 114
Total costs for use of third-party assets 65.2 60.9

The item includes costs for the use of third-pasgets attributable to the RCS Group of Euro 52.9
million (Euro 49.6 million in 2017), consisting ndy of lease payments for property of Euro 23.8
million (Euro 22.1 million in 2017), literary rightand photographic reports of Euro 19.6 millionr@Eu
16.8 million in 2017), and of operating leases ttee use of office equipment and motor vehicles of
Euro 9.5 million (Euro 10.7 million in 2017).

The Euro 4.3 million increase versus 31 Decemb@7 26 due mainly to higher rental costs (Euro 1.6
million) mainly for the headquarters in Avenida 8an Luis in Madrid, higher costs for journalistic,
sport and TV programme rights (Euro 1.2 millionjpdahigher costs incurred for the acquisition of

rights (Euro 1.8 million), in particular for thelssidiary Unidad Editorial Juegos S.A.

*%k%k
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7. Personnel expense

The item can be analyzed as follows:

Description 31/12/2018 31/12/2017
Wages and salaries 240.5 232.9
Social security charges 77.0 74.1
Post-employment benefits 12.0 11.3
Other personnel expense 0.3 31
Total 329.8 321.4

Personnel expense amounted to Euro 329.8 milliomo(B21.4 million in 2017) and includes personnel
expense of Euro 264.7 million attributable to tf@SRGroup (Euro 258.1 million in 2017). The increase
in these costs versus the prior year is due mamtpe conclusion in Italy, between the second bhlf

2017 and 2018, of the crisis situations and coreetto the use of social safety nets and/or aoiig

contracts by RCS.

This item also includes non-recurring expense ¢bBU8 million.

*%k%k

8. Amortization, depreciation, provisions and impaiment losses

This item can be analyzed as follows:

Description 31/12/2018 31/12/2017
Amortization of intangible assets 33.7 39.5
Depreciation of property, plant and equipment 12.7 154
Impairment losses on intangible assets - -
Allowance for impairment 34 4.2
Provisions for risk and charges 5.7 7.0
Total amortization, depreciation, provisions and

impairment losses 55.5 66.1

The item, amounting to Euro 55.5 million (Euro 6@nillion in 2017) shows a decrease of Euro 10.6

million and includes amortization, depreciationpyisions and write-downs attributable to the RCS

Group for Euro 42.2 million (Euro 52.3 million i®27)
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- the acquisition of La7 S.p.A. had been accountedufwer IFRS 3, applying the so-called

It should be noted that:

"acquisition method", taking into account the fetincome capacity of La7 S.p.A. at the
acquisition date. This approach had resulted énftii write-down of non-current assets at
the date of acquisition of La7, consisting primadf TV broadcasting rights, and specific
technical equipment, whose value was deemed ureeable in view of the income prospects
of La7 at the acquisition date. In 2018, as altafumpairments made in the allocation of
the purchase price of the investment in La7 S.mAhe consolidated financial statements,
with respect to the separate financial statemeita® S.p.A., lower levels of depreciation of
"property, plant and equipment" - Euro 0.5 millioand amortization of “intangible assets” -
Euro 1.1 million - were recognized (Euro 1.1 mifliand Euro 2.2 million in 2017);

- amortization attributable to the amounts allocatexdl intangible assets (previously
unrecognized) with finite useful life under the @adsition method" in the business
combination of RCS, amounted for the period ende®8&cember 2018 to Euro 2.2 million;

- in the business combination of RCS, the fair vahael been confirmed for a number of
Spanish magazines, corresponding to the amountedodk the consolidated financial
statements of the RCS Group, net of accumulatedrtemation. These titles, which had
residual useful life of 19 years in the consolidafimancial statements of the RCS Group,
have been valued with finite useful life of 30 y&ataking also into account national and
international practice. As a result, 2018 repotteder amortization of Euro 0.2 million than
the figure recognized in the same period in theushiReport of the RCS Group.

Goodwill and titles with indefinite useful life aret amortized, but are tested at least annualigetotify

any impairment losses.

*k%k
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9. Other operating costs

The item can be analyzed as follows:

Description 31/12/2018 31/12/2017
Deductible and non-deductible tax during the year 6.6 5.3
Prior-year expenses 0.4 1.0
Other operating expense 10.6 9.9
Total other operating costs 17.6 16.2

Other operating costs include membership fees riboions, entertainment expenses, donations and
transaction costs, up by Euro 1.4 million verswesphior year. Other operating costs borne by th& RC

Group amounted to Euro 16.1 million (Euro 14 mitlim 2017).

*k*k

10. Other income (expense) from financial assetsbilities

This item can be analyzed as follows:

Description 31/12/2018 31/12/2017
Gains on sale of equity investments - 15.3
Impairment losses on financial assets - (0.3)
Other 15 1.2
(Write-down) reinstatement of receivables and ofinancial assets (2.4) -
Total other income (expense) from financial assetsdbilities 0.9) 16.2

At 31 December 2017, “Gains on sale of equity itwests” included Euro 14.9 million referring to the

gain from the disposal of the investment in Istt&uropeo di Oncologia S.r.l..

At 31 December 2018, “Other" included income frdra tiquidation of Emittenti Titoli S.p.A. (Euro 1.5
million), while “Impairment of receivables and otHfaancial assets" referred to write-downs of finel

receivables from printing centres (Euro 2.4 miljion

*k%k

11. Net financial income (expense)

Net financial expense amounted to Euro 14.5 mill{&uro 24.8 million in 2017) and includes the

financial expense of Euro 14.1 million of the RC&® (Euro 24.5 million in 2017), and expense from
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the loan of Euro 0.4 million (Euro 0.4 million i®27) granted by Intesa Sanpaolo to the Parent Coynpa
as part of the acquisition of the control of RCBhe item also includes interest income on fixedater

deposits on current accounts and on treasury barduats used to employ liquidity.

With regard to the RCS Group, net financial expetsereased by Euro 10.4 million versus 2017. The
reduction is attributable to lower interest expeoséank loans, due to the reduction in average fdeb

the period, and to lower interest rates.

The details of this item are as follows:

Description 31/12/2018 31/12/2017
Interest income on bank accounts, loans and reloleisa 0.5 0.4
Other 4.2 2.2
Total financial income 4.7 2.6
Bank interest expense 0.2 (0.8)
Interest income on loans (6.7) (11.5)
Losses on derivatives 1.2 (3.6)
Other financial expense (11.2) (11.5)
Total financial expense (19.2) (27.4)
Net financial expense (14.5) (24.8)

“Other financial expense” includes financial expefr®m discounting and bank expenses and fees.

With regard to the renegotiation of the RCS Loarrekgnent in 2017, the analyses carried out, also in
light of the new IFRS 9, resulted in the classifiza of the effects of the renegotiation dated Astgu
2017 as an extinguishment (rather than a moditioatieading to the recognition of an expense of
approximately Euro 2.5 million recorded under fioah expense for 2018. On 10 October 2018, RCS
MediaGroup S.p.A. signed an Amending Agreementh® éxisting Loan Agreement at far better
conditions which, under the new IFRS 9 with regardredit line A(Amortizing Terrj resulted in a gain

of Euro 3 million recorded in the income statemamdler financial income, instead of being refleated

the actual cost of the loan in future years as uhkle 39.

*k*k

12. Tax for the year

Tax for the year had a balance of Euro 14.7 mil(jigaro 10.8 million in 2017) and can be analyzed as
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follows:

Description 31/12/2018 31/12/2017
IRES 0.4) 1.3
IRAP 5.4 4.4
Deferred taxincome and expense 9.7 51
Total income tax 14.7 10.8

The reconciliation of the effective and theoretitzed charge can be analyzed as follows:

Description 31/12/2018 31/12/2017
Profit (loss) before tax 111.8 94.1

Theoretical taxexpense 26.8 22.6

Tax effects fromthe consolidation and the purcharge

allocation of La7 and RCS (0.6) (7.6)

Taxeffects of other permanent differences (16.9) 9.2

IRAP 5.4 5.0

Current and deferred income tax for the year 14.7 10.8

For a clearer understanding of the reconciliatibthe effective and theoretical tax charge, IRAB hat
been taken into account as this is not based dfit jp&fore tax, and this would generate a distgrtin

effect between one financial period and the otfie theoretical tax charge has been calculatedyusin

the current IRES tax rate of 24%.

*k*k

13. Segment reporting

For a clearer understanding of the Group’s econgraiformance, the analysis is focused on the sult
achieved during the year by each business segmbity has been identified, in compliance with IFRS

8 —Operating segmentbased on internal reporting which is regularlgreined by the directors.

The Group is organized in business units, eachrim $tructured around specific products and sesyice

and has six reportable business segments:

- magazine publishing Cairo Editore the Group operates as a publisher of magazinédaoks
through its subsidiaries (i) Cairo Editore - whicltorporated Editoriale Giorgio Mondadori in
2009 and publishes weeklies “Settimanale DIPIUHdBIPIU’ TV”, supplements “Settimanale

DIPIU" e DIPIUTV Cucina e Stellare”, “Diva e Donheaand the fortnightly “Diva e Donna
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Cucina”, “TV Mia”, “Nuovo”, “F", “Settimanale Gialb”, “Nuovo TV”, “Nuovo e Nuovo TV
Cucina”, “Enigmistica Piu” and “Enigmistica Mia’hd monthlies “For Men Magazine”, “Natural
Style”, Bell'ltalia”, “Bell’'Europa”, “In Viaggio”, “Airone”, “Gardenia”, “Arte” and

“Antiquariato” - and (ii) Cairo Publishing, publishof books;

RCS, as explained above, in 2016, following the adtjois of the control of RCS, the Group
landed in the dailies publishing segment. RCS, bditectly and indirectly through its
subsidiaries, publishes and distributes - in Itahd Spain - daily newspapers and magazines
(weeklies and monthlies), and is also involvedrimtpmedia and online advertising sales, and in
the distribution of editorial products at newss&ndn Italy, RCS has also minor operations on
the pay TV market through its subsidiary Digicagi.&. on the TV satellite channdl®i, Dove
Caccia and Pesca and on the web TV channel Gforriere della Seraand La Gazzetta dello

Sport

In Spain, it is active with the leading nationabsp radioRadio Marcaand the web TV of El
Mundo, and broadcasts the two digital TV chan@&®_ TelevisiorandDiscovery mayon the

Veo multiplex.

RCS also organizes, through RCS Sport, major wspldrting events (th&iro d’ltalia, the
Dubai Tour the Milano City Marathonand theColor Rur), and is well-positioned as a partner
in the creation and organization of events throR§S Live. In Spain, through its subsidiary

Last Lap, RCS is involved in the organization ofssiavents;

advertising, the segment managed by Cairo Communication aivd @abblicita, which work

together in advertising sales in print media foir€&ditore and Editoriale Genesis (“Prima
Comunicazione”), on TV for La7 and La7d, and TurBeoadcasting (Cartoon Network and
Boomerang), on the Internet and for the sale ofligia advertising spaces at the “Grande

Olimpico Torino” football pitch for Torino FC;

TV publishing (La7), since 1 May 2013 following the acquisition of L&%.l., the Group has
operated as a TV publisher of La7 and La7d broadcasespectively on channel 7 and channel

29 on the digital terrestrial platform;

network operator (Cairo Network) in 2014, the subsidiary Cairo Network took partthie
tender procedure opened by the Ministry of EconoBvelopment for the assignment of
rights to use TV frequencies for digital terredtbeoadcasting systems, submitting its binding

bid and acquiring the rights to use a lot of fragties (“mux") for a period of 20 years. With
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the acquisition and realization of the mux, ther€&ommunication Group started operations

as a network operator;

- Il Trovatore, which provides technological services mainly witthie Group.

2018 Magazine Advertising v Network RCS Trovatore Intra and  Total
publishing publishing  operator
. Cairo La7 (Cairo
(€ millions) Editore Network) allocated
Net operating revenue 111.4 157.8 106.8 12.0 975.6 0.9 4QqM) 1,224.1
Change in inventory 0.0 - - - 0.3 - - 0.3
Other income 2.4 0.6 4.7 0.1 17.2 0.0 (1.6) 23.3
Total revenue 113.8 158.4 111.5 12.1 993.1 0.9 (142.0) 1.24
Production cost (85.8) (148.3) (67.5) (10.3)  (569.1) 0.7 142.0 (739.7)
Personnel expense (19.5) (9.9) (35.5) (0.1) (262.9) (0.2) - (328.0)
Income (expense) from equity-
. - - - - 25 - - 25
accounted investees
Non-recurring income (expense) - - - - 0.2 - - 0.2
Gross operating profit 8.5 0.2 8.6 1.7 1638 0.1 00 18238
(EBITDA) ' ' ' ' ' ' ' '
Amortization, depreciation, (1.0) (0.3) (9.8) (2.2)  (42.2) 0.0 - (55.5)
provisions and impairment losses
EBIT 7.5 (0.1) (1.2) (0.5) 121.6 0.1 0.0 127.3
Other income (expense) from
- - - - 0.9 - - 0.9
financial assets/liabilities ©.9) ©.9)
Net financial income 0.0 (0.5) 0.1 (0.0) (14.1) (0.0) @n
Profit (loss) before tax 7.5 (0.6) (1.2) (0.6) 106.6 0.1 . 111.9
Income tax (1.6) (0.2) 1.5 0.1 (14.6) (0.0) - (14.7)
Profit from continuing 6.0 (0.8) 0.4 (0.5) 92.0 0.1 0.0 97.2
operations
Profit (Ioss) from discontinued ) ) ) ) ) ) 0.2 0.2
operations
Profit for the year 6.0 (0.8) 0.4 (0.5) 92.0 0.1 0.2 97.4
Non-controlling interests - - - - 37.1 0.0 - 37.1
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2017 Magazine Advertising v Network RCS Trovatore Intra and  Total
publishing publishing operator un
(€ millions) Cairo La7 (Cairo
Editore Network) allocated

Net operating revenue 90.1 148.7 99.1 7.9 891.0 0.9 (8. 1,109.4
Change in inventory 0.0 - - - (0.3) - - (0.3)
Other income 2.9 0.8 2.3 0.1 20.9 0.0 (0.9) 26.1
Total revenue 93.0 149.5 101.4 8.0 911.6 0.9 (129.2) 1,235.
Production cost (61.1) (140.0) (60.0) (7.3) (505.4) (0.7) 129.2 (645.3)
Personnel expense (19.7) (9.1) (34.4) (0.2) (258.1) (0.0) - (321.4)
Income (expense) from equity- ) 21 ) ) 21
accounted investees ) ) ) ' ’
Non-recurring income

- - - - 1.8 - - 1.8
(expense) (1.8) (1.8)
Gross operating profit
(EBITDA) 12.2 0.4 7.0 0.6 148.4 0.1 0.0 168.8
Amortization, depreciation, (1.1) (0.4) (10.1) 2.2) (52.3) 0.0 i (66.1)

provisions and impairment
EBIT 111 0.0 (3.0) (1.6) 96.0 0.1 0.0 102.7
Other income (expense) from

- - - - 16.2 - - 16.2
financial assetsl/liabilities
Net financial income (0.0) (0.4) 0.2 (0.1) (24.4) (0.0) - 24(8)
Profit (loss) before tax 11.1 (0.4) (2.9) (1.7) 87.8 0.1 . 94.1
Income tax (3.4) (0.4) 2.1 0.4 (9.4) (0.0) - (10.8)
Profit from continuing 7.7 (0.8) (0.8) (1.3) 78.4 0.1 0.0 83.3
operations
Profit (loss) from discontinued ) ) ) ) ) ) ) )
operations
Profit for the year 7.7 (0.8) (0.8) (1.3) 78.4 0.1 0.0 83.3
Non-controlling interests - - - - 31.3 - - 31.3

As of 1 January 2018, the Group adopted IARS Revenue from contracts with customeseng the
cumulative effect approach and, therefore, not yapgl its provisions to the period shown for
comparative purposes. As a result, the income mtate at 31 December 2018 cannot be directly
comparable with the income statement at 31 Dece@@&r. Specifically, in 2018 the application of

IFRS 15 resulted:
- for the Magazine Publishing segment, in an increéaget revenue of Euro 25.1 million and a
corresponding increase in production costs;

- for the RCS segment, in an increase in net revefil®iro 81.7 million and a corresponding

increase in production costs

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 segments are
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established based on market conditions applicabiiensactions with third parties.

Segment statement of financial position figuregcsjrally, total assets for each reportable segnom
not represent amounts regularly provided to theefcbperating decision-maker. These details are,
therefore, not provided in these notes in accordanith the amendment of IFRS 8 - Operating

segments.

*k*k

14. Earnings per share

Earnings per share are calculated dividing thenfired results of the Group by the weighted averaige

outstanding shares, excluding the weighted aveshgeasury shares. Specifically:

Description 31/12/2018 31/12/2017

€ milions

Profit from continuing operations attributable et

owners of the parent 60.1 52.0
Profit (loss) from discontinued operations 0.2 -
Profit for the year 60.3 52.0
Weighted average number of shares outstanding 134,416,598 134,416,598
Weighted average number of treasury shares 779) (779)
Weighted average number of shares to calculate edngs

per share 134,415,819 134,415,819
Euro:

Earnings per share attributable to continuing otiera 0.447 0.387
Earnings loss) per share attributable to discomtihu

operations 0.002 0.000
Net earnings per share 0.449 0.387

Diluted earnings per share are not calculatedex® thre no shares with a potential dilutive effect.
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NOTES TO THE STATEMENT OF FINANCIAL POSITION

15. Property, investment property, plant and equipnent

The movements in PPE can be analyzed as follows:

Description Land and Plant and Other assets Assets undel Investment Total
Property equipment development property

Carrying amounts at 31/12/2017 24.4 43.7 8.7 0.1 20.7 B7.

Additions - 29 17 - - 4.6

Amortization/Depreciation (1.8) (6.9) (3.4) - (0.6) 12.7)

Other changes - - 0.1 0.1

Carrying amounts at 31/12/2018 22.6 39.7 7.2 - 20.1 89.6

The item, amounting to Euro 89.6 million, showsrapdof Euro 8.1 million versus 31 December 2017.

Specifically, the item includes:

- land and properties for Euro 22.6 million, relatipgmarily to owned industrial buildings as
well as improvements made to the offices on ViazBizand Via Solferino and to other third-

party industrial buildings;

- plant and equipment amounting to Euro 39.7 millioomprised mainly of production facilities

for the printing of newspapers and magazines;

- other assets amounting to Euro 7.2 million, congatisnainly of servers for data storage to
support publishing and management systems, persamaputers, various electronic devices,

furniture and fittings;

- investment property for Euro 20.1 million relatimyainly to industrial buildings that are

currently unused, located in Madrid, Turin and Braza.

*%k%k

16. Intangible assets

The movements in intangible assets can be anabzéallows:
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Description Television Concessions Goodwill Other Assets Total
rights licenses intangible under
trademarks and assets development
publications

Carrying amounts at 31/12/2017 19.0 785.3 198.5 04 5.0 ,008.2
Additions 7.0 10.4 - 0.8 13 195
Amortization, depreciation and impairment losses 213 (19.9) - (0.6) - (33.7)
Other changes 22 2.6 - - (4.8)
Carrying amounts at 31/12/2018 15.0 778.4 198.5 0.6 1.5 9490

Television rights

“Television rights” includes the investments magd_-B7 S.p.A. in registration rights (with a duratiof

over 12 months) for the broadcasting of films, e®&and soaps, as well as investments by the sabgidi

Digicast S.p.A. in rights for audiovisual works amgecutive productions broadcast on the satellite

channeld_ei, Caccia e PescandDOVE.

Concessions, licenses, trademarks and publications

“Concessions, licenses, trademarks and titles1dd@&ember 2018 mainly included:

the fair value of Euro 348.8 million attributed ltalian daily newspaper trademarks and titles
(with their websites and related trademarks) wiithefinite useful life, and the fair value of Euro
295.2 million attributed to Spanish daily newspapides with indefinite useful life; RCS
publishes the newspape@orriere della Seraand La Gazzetta dello Spoin Italy, and the
newspaper&l Mundqg Marca and Expansionin Spain In 2018, as explained in the Directors’
Report on Operationorriere della Serala Gazzetta dello SportMarca and Expansion
continue to lead their respective segments, whlléMundo was once again the second most
popular general daily in Spain;

the fair value, net of accumulated amortization3at December 2018, of Euro 53.9 million
attributed to Italian trademarks and magazinestitiéth finite useful life, and the fair value of
Euro 12.2 million attributed to Spanish magazitiegiwith finite useful life.

investments made for the acquisition of televidioenses (Veo Television) and radio licenses
(Radio de Aragon) valued with indefinite usefuélifEuro 12.6 million);

the rights to use TV frequencies for digital tetrias broadcasting systems (Euro 33.2 million) -
for a period of twenty years - acquired in 2014dajro Network;

other intangible assets of Euro 22.3 million, cetisg mainly of expenses incurred for the

development of websites and new web projects iy Had Spain, including new RCS Group
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Trademarks and titles with indefinite useful lifieeanot subject to amortization and are regularbyee

digital advertising projects and enhancement ofuBriofrastructures.

for impairment, while trademarks and titles withife useful life are subject to the amortizationqass
based on the duration of their useful life (30 g¢and, in the presence of impairment indicat@sted

for impairment to measure any potential indicatidimpairment with respect to their recoverableueal

Goodwill
The item, amounting to Euro 198.5 million, includes

- goodwill amounting to Euro 191.4 million, derivifigom the business combination of the RCS
Group, determined as the residual value of theedifice between the cost of the transaction
and equity acquired, after all the assets andliliggsi under the transaction had been expressed

at fair value and allocated to the RCS Group abaley

- for Euro 7.1 million, goodwill relating to the dagenerating units (CGU) represented by Cairo

Editore’s magazine publishing segment, to the dthreg segment and to Il Trovatore.

Pursuant to IAS 36, goodwill is tested for impainnat least annually using the methods outlinethen

section on the impairment test process.

Assets under development

“Assets under development” for Euro 1.5 millionluabes TV rights to be exploited in future years, as
well as costs incurred for development of informattechnology projects which are waiting to go into

operation.

Impairment test

Pursuant to IAS 36, intangible assets with indéditife, goodwill and assets under developmentnate
amortized, but are subject to verification of theicoverable value (impairment test) in the presesic
events or circumstances that may entail a risknpfairment and, nonetheless, at least annually.t&\sse
with finite useful life are, instead, subject to @tization according to the duration of their uddfie

and the presence of indicators of a risk of impaitare periodically assessed.

The following are the assets with indefinite uséifel booked in the consolidated financial statetaeri
Cairo Communication following the business comboratof the RCS Group, which were tested for

impairment at 31 December 2018:

- ltalian trademarks/daily newspaper titles referablehe Corriere della SeraandLa Gazzetta
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dello Sportsystems and their related websites, trademarkewaets, booked for a total of Euro
348.8 million;

- theEl Mundq Marca andExpansionSpanish daily newspapers, booked for a total 06 2@5.2

million;
- a number of television and radio licenses, booked ftotal of Euro 12.6 million.

Goodwill arising from the business combinationted RCS Group, amounting to Euro 191.4 million, was

allocated for impairment purposes to the RCS Gamip whole.

The recoverable value of Italian and Spanish tradksidaily newspaper titles and of goodwill arising
from the business combination of the RCS Group determined, with support by an independent

expert, in terms of the value in use:

- for Italian trademarks/daily newspaper titles anddyvill arising from the business combination
of the RCS Group, based on the 2019 budget apprioyede Board of Directors of RCS on 6
March 2019. Cash flows as inferred from the 2018ded, in compliance with the provisions of
IAS 36, were projected for valuation purposes tacbestant in nominal terms (growth rate g =
0). These flows were, therefore, discounted onliheis of a rate defined as the weighted
average cost of capital (WACC) (equal to 7.81%ltalian trademarks/daily newspaper titles
and to 7.85% for goodwill). The 2019 budget wasoamatched against and found to be
consistent with the RCS 2019-2021 plan. No evideoicimpairment arose from the analysis
performed,;

- for Spanish trademarks/daily newspaper titles Ehtiy Marca and Expansion, based on the
2019-2023 forecast cash flows which, for the firsar of explicit forecast, correspond to the
2019 budget data approved by the Board of Direaibtdnidad Editorial on 28 February 2018,
and for the following years, are based on Unidado&dl's Plan approved by the Board of
Directors on 12 March 2019. Forecast cash flows 2018-2022, projected for valuation
purposes to be constant in nominal terms (growte ga= 0), were discounted at a rate
considered to represent the weighted average dosamtal (WACC equal to 7.93%). No

evidence of impairment arose from the analysisqoeréd.

The values obtained underwent a sensitivity anglysy varying the discount rate (WACC) and the
growth rate of the final value (g), with discreteaoges of 50 basis points, and reducing the exgpecte
EBITDA values in the year and included in the fimalue of -15%. None of the scenarios envisaged

result in impairment losses.
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With regard to the Spanish daily newspaper til#@sMundq Marca and Expansion which were
attributed, in the context of the business comimnabf the RCS Group, a fair value equal to theugal
recorded in the consolidated financial statemeritthe RCS Group at the acquisition date, RCS
prepared an autonomous impairment test with the dieh leading consultancy firm, which indicated no

impairment.

The book value of goodwill relating to the cash em@ting units represented by Cairo Editore’s
magazine publishing segment and the advertisinmerg(totaling Euro 7 million) was also subject to

test and showed no impairment.

With regard to assets with finite useful life, sedtjto amortization according to the duration daiith

useful life, no indications suggesting the riskaafimpairment loss were identified.

*k%

17. Investments

The item, amounting to Euro 41.2 million, includi® investments in associates and joint ventures
(Euro 38.9 million) and investments in companieat thre neither controlling nor trading (Euro 2.2

million).

The item is broken down as follows:
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Description Carrying Acquisitions Efectof Hfect of Disposals  Dividends Carrying
amount at andshare measurement a fair value paid amount at
31/12/2017 capital equity measure 31/12/2018
increases ment
m-dis Distribuzione Media S.p.A. 2.7 18 1.2 33
Trento Press Service 0.2 - - - - 0.2
MDM Milano Distribuzione Media 0.4 0.4
Pieroni Distribuzione 0.9 - 0.1 0.2) 0.8
Liguria Press (former Ge-dis) 0.2 - 0.2
To-dis 15 - 0.1) 0.2 1.2
Escuela de cocina Telva 0.1 - 0.1
Radio Salud 0.3 - - - - 0.3
Bermont Group 36.5 0.2 4.3 324
Planet Sfera SL 0.1 - - - - 0.1
Total investments in associates and joir
ventures 42.9 2.0 (5.9) 39.0
Wouzee Media S.L 0.2 - - - - 0.2
Ansa 0.2 - 0.4 0.6
H-Farm Ventures 0.2 - 0.2 0.4
Digital Magics 0.1 - 0.1 0.2
Immobiliare Editrice Giornali 0.1 0.3 0.4
Sport Pesa Italy 0.7 0.7) 0.0
13TV 2.0 - (2.0
Cefriel - 0.2 - - 0.2
Other minor 0.3 - 0.1) 0.2
Total other investments 3.0 0.7 - 1.5) 0.1) - 2.2
Total investments 45.9 0.7 2.0 1.5) (0.1) (5.9) 41.2

The item mainly includes the RCS Group investmémt€orporacion Bermont (Euro 32.4 million), a

Spanish company that deals with the printing of spapers, magazines and other publishing prodwgts, a

well as the distribution, marketing, sale and prtam of any type of periodical publication and the

investment in Distribuzione Media S.p.A. (Euro 88lion), which carries out distribution activitiés

Italy in the newsstand channel and at other authdrpoints of sale for publishing and non-publighin

products (telephone cards and on-line top-ups).

Investments in associates and joint ventures medsairequity amounted to Euro 38.9 million, dedrens

in the year by a net Euro 3.9 million. The decreasattributable mainly to the distribution of dieinds

by the investees Corporacion Bermont and m-disriDistione Media S.p.A., only partly offset by the

positive results in the year.

The share of equity-accounted investees amountdglito 2 million (Euro 2.1 million in 2017) and

includes mainly the pro-rata profit of m-dis Dibtizione Media S.p.A. and its subsidiaries of Eu® 1

million and the pro-rata profit of the Spanish gsagCiorporation Bermont of Euro 0.2 million comprigin
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Securities and equity investments that are notrothed, linked or traded are defined as "Other Bgui

non-recurring expense of Euro 0.6 million.

instruments" at 31 December 2018 and amounted to £@ million, down by Euro 0.8 million versus
31 December 2017. These assets are measured alis with a level 1 hierarchy (Euro 0.6 million)
and a level 3 hierarchy (Euro 1.6 million) in aatamce with IFRS 7. As the Group does not trade
equities, it has adopted the option of presentutzsequent changes in the fair value of the investme

among other comprehensive income (Euro -1.5 mifinoR018).

Equity investments for which no fair value is aghle are recognized at cost, net of impairmenelgss

if any.

18. Current and non-current financial receivables

Financial receivables and assets totaled Euro 3l®m(Euro 4.7 million at 31 December 2017), of
which Euro 2.2 million non-current (Euro 3.8 milicat 31 December 2017), and were attributable

mainly to loans granted by the RCS Group.

The decrease versus 31 December 2017 is due timdhease in the allowance for doubtful financial
receivables (Euro 2.4 million), net of the increasdinancial receivables of the Spanish group @did

Editorial resulting from new agreements for thdrilisition of publishing products.

The fair value of non-current loans to third partieas estimated by discounting future cash flowthet

market rate.

A comparison of carrying amount and fair valuehieven below:

Description 31/12/2018 31/12/2017

Carrying Fair value Carrying amount Fair value

amount
Non-current loans to third parties 54 2.2 45 3.7
AIIovyance for doubtful financial (3.2) i 0.8) i
receivables
Non-current loans to associates 0.2 - - -
Allowance for doubtful financial 0.2) i i i
receivables from associates '
Total 2.2 2.2 3.8 3.7

Current financial receivables relate mainly to lamanted by the RCS Group (Euro 1.4 million), and
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include Euro 0.3 million in derivative financialsttruments recognized at fair value at a level 2ainghy

pursuant to IFRS 7.
For further details on derivative financial instremts, reference should be made to Note 31 below.

19. Other non-current assets

Other non-current assets, amounting to Euro 15amilat 31 December 2018, decreased by Euro 0.3
million versus the prior year, and include maintynrcurrent receivables due from the tax authorities

(Euro 12.7 million) and security and bank depodisro 2.1 million).

20. Deferred tax assets

“Deferred tax assets” relates to the recognitiothim consolidated financial statements at 31 Deeemb
2018 of deferred tax assets on the temporary difisgs between the carrying amount of recognized
assets and liabilities and their tax values andhentax benefits deriving from usable tax lossdge T
item, amounting to Euro 103 million, decreased lbiydEL0.3 million versus 31 December 2017, and is

broken down as follows:

Description 31/12/2018 31/12/2017 Change
Taxlosses carried forward 38.4 452 (6.8)
Asset valuation reserves 45 43 0.2
Provisions for risks and charges 7.9 7.4 0.5
Deferred deductibility costs 0.9 0.7 0.2

Deferred taxation from tax

14 14 -
transparency system
Intangible and tangible fixed assets 5.0 54 (0.9)
l\_/leasgrement of derivative 0.2 0.2 i
financial instruments
Deferred  deductibility interest 271 279 ©0.8)
expense
Other temporary differences 17.6 20.8 (3.2
Total deferred tax assets 103.0 113.3 (10.3)

Prepaid tax assets are calculated on the basiseoédtimate of future taxable income in periods in
which the associated temporary differences andémefits deriving from the use of previous tax ésss

will be reversed.

21. Inventory
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Inventory movements arise entirely in the publightompanies and can be analyzed as follows:

Description 31/12/2018 31/12/2017 Change
Raw materials, consumables and supplies 18.9 14.6 4.3
Work-in-progress and bordereau 19 18 0.1
Finished products and books 2.1 19 0.2
Total 22.9 18.2 4.7

Inventory is stated net of the provision for invamgtwrite-down of Euro 1.3 million (Euro 1.2 millioat

31 December 2017).

« Raw materials, consumables and supplies

The item mainly includes paper inventory and ioggized at the lower of purchase or production

cost and its presumed realizable value, based oketngerformance at year end. Mention should be

made that the purchase cost for raw materialstesaéned using the weighted average cost method.

« Work-in-progress and bordereau

The item includes purchase or production costsriedufor publications to be invoiced, bordereau

for services yet to be used, but available for ritypublications, and work in progress on

forthcoming editions.

¢ Finished products

The item includes inventory of books and promotigmaducts of the RCS Group, inventories of

books of Cairo Publishing, valued at the lower obtcand the presumed realizable value, the

inventories of La7 relating to TV programmes prasil@nd awaiting to be aired at 31 December

2018, and to rights on films, soaps, cartoons amdichentaries, acquired for a period of less than 12

months, whose available right has not expired amdahich airing time during the next financial

year is available.

22. Trade receivables

Trade receivables can be analyzed as follows:
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Description 31/12/2018 31/12/2017 Change
Trade receivables 306.7 331.2 (24.5)
Allowance for impairment (38.4) (38.0) (0.4
Total trade receivables 268.3 293.2 (24.9)

Trade receivables, amounting to Euro 268.3 millanme shown net of expected returns from newspapers
and magazines and decrease by Euro 24.9 milliosusethe prior year, due mainly to improved
collection time and recovery of past dues.

Trade receivables are stated net of the allowancenfipairment that has been determined taking
account of both specific collection risks and aegahrisk of non-collectability based on the ordina
trend of company operations.

The adoption ofFRS 9 resulted in the application of the expeateellit loss model, replacing the
incurred credit loss model provided for by IAS 3Be Group made use of the exemption that allows an
entity not to recalculate prior-years’ comparatiméormation regarding changes in classification and
measurement, including impairment losses. The &mopf this new standard resulted in an increase in
the allowance for doubtful trade receivables ofdeuR million at 1 January 2018.

The allowance for impairment, amounting to Euro438illion, increased by Euro 0.4 million versus 31
December 2017, as a result of allocations in theoggEuro 3.5 million), due to the effects frometh

first-time application of IFRS 9 (Euro 1.2 milliongt of utilizations in the period (Euro 4.3 mihip
For further details on credit risk, reference skdug made to Note 38.

23. Receivables from parents, associates and afiies

The item, amounting to Euro 21.6 million (Euro 1&iflion at 31 December 2017), includes mainly:

- for Euro 19.8 million, receivables from the adate m-dis Distribuzione Media S.p.A., which
carries out distribution activities in Italy in tmewsstand channel and at other authorized pofnts o

sale for publishing products on behalf of the RG8Up;

- for Euro 0.9 million, receivables due from thélafte Torino Football Club S.p.A., accrued mainly

as part of the contractual relations describedateN7 below;

- for Euro 0.9 million, the receivable due to sor@oup companies from the parent U.T.

Communications accrued as part of the tax condadilaf the latter, applicable until the end of
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2016.

24. Other receivables and other current assets

The item, amounting to Euro 32.3 million (Euro 3&#lion at 31 December 2017), is broken down as

follows:

Description 31/12/2018 31/12/2017 Change
Current taxreceivables 4.1 4.2 0.1
Taxreceivables 0.5 4.4 (3.9)
Total tax receivables 4.6 8.6 4.0)
Prepayments and accrued income 10.9 10.8 0.1
Advances to suppliers and agents 12.6 12.4 0.2
Other receivables 4.2 7.1 (2.9
Total sundry receivables and other 323 389 (6.6)
current assets

25. Cash and cash equivalents

The item can be analyzed as follows:

Description 31/12/2018 31/12/2017 Change
Bank accounts 55.9 127.2 (71.3)
Cash 0.3 0.9 (0.6)
Total cash and cash equivalents 56.2 128.1 (71.9)

The consolidated net financial position at 31 Deoen?018, versus the situation at 31 December 2017,

can be summarized as follows:
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Net financial debt 31/12/2018 31/12/2017 Changes
(€ millions)
Cash and cash equivalents 56.2 128.1 (71.9)

Other current financial assets and

financial receivables L7 0.9 0.8

Current financial assets (liabilitie

from derivative instrument: ©.1) (1.0 0.9

Current financial payables (63.8) (72.0) 8.2
Current net financial position (net

financial debt) (6.0) 56.0 (62.0)

Non-current financial payables (181.6) (319.0) 137.3
Non-current financial assets

(liabilities) from derivative instrumen (1.0 ©.1) ©.9)

Non-current net financial position

(net financial debt) (182.6) (319.1) 136.5
Net financial position (Net

financial debt) from continuing (188.6) (263.1) 74.5

operations

Net financial debt at 31 December 2018 improvedtbyo 74.5 million versus the prior year, as a resul
mainly of cash flows from operations before chanigeset working capital (Euro 170.4 million). This
effect was partly offset by the cash flows usedniesting activities in tangible and intangible etss

(Euro 31.9 million), the distribution of dividend&uro 13.4 million), the negative trend in working
capital (Euro 35.4 million) and financial expens® dax (Euro 19.2 million). The Group’s financial

liabilities are commented on in Note 27 below.

It is Group policy to invest available cash in aawthnd or short-term bank deposits, properly spngadi
the investments, essentially in banking productiéh whe prime objective of maintaining a ready
liquidity of the said investments. The investmerdducts are selected on the basis of their cratitg,
their reliability and the quality of services rengl The Group also continues to monitor the triend

the credit and capital markets and their possiabdugion.

26. Equity

At 31 December 2018, the consolidated equity ofGheup was Euro 436.8 million, including profit for

the year. Changes in the equity accounts are statbe Statement of changes in consolidated equity
The statement of reconciliation of the Parent'sitycqand profit and Group equity and profit is set ;m
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Mention should additionally be made that at thegeting on 27 April 2018, the shareholders approved

the Directors' Report.

the distribution of a dividend of 0.10 Euro perEhanclusive of tax, with coupon detachment datel
May 2018, for a total of Euro 13.4 million.

The subscribed and fully paid up share capitallab8cember 2018 was Euro 7 million, comprising no.

134,416,598 ordinary shares, with no indicatiopanf value.

In accordance with the bylaws, the shares are tezgid, indivisible and freely transferable. The
requirements of representation, legitimizationcualation of the company investment required for
securities traded on regulated markets continueppdy. Each share has the right to a proportiothef

profit which has been approved for distribution ama@ portion of equity on liquidation and also iz

right to vote, without limits other than those asfided by the Law. No securities carrying special
controlling rights have been issued. No financi@tiuments have been issued attributing the right t
subscribe to newly-issued shares. No share inaemqians are envisaged involving share capital

increases, even on a freely allocated basis.

The reconciliation between the number of sharestantling at 31 December 2018 and those at 31

December 2017 is as follows:

Description 31/12/2017  Share capital Purchase/Disp 31/12/2018
increase osal of
treasury
Ordinary shares issued 134,416,598 - - 134,416,598
Treasury shares (779) - - (779)
Outstanding ordinary shares 134,415,819 - - 134,415,819

In 2018, as part of the share buy-back plans,ewastiry shares were sold or purchased.

At 31 December 2018, Cairo Communication held altot no. 779 treasury shares, subject to art. 2357

ter of the Italian Civil Code.
“Retained earnings and other reserves”, amountiriguro 133 million at 31 December 2018, includes:
- Euro 133.2 million in retained earnings;

- Euro 1.2 million in the legal reserve;
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- Euro -0.5 million in the cash flow hedge resemwhijch includes the effects recognized directly in
equity as a result of the derivative financial rastents taken out to hedge the risk of rate

fluctuations and the relating tax effect (Euro ilion at 31 December 2017);

- Euro -0.9 million, the reserve for financial asseaneasured at fair value through other
comprehensive income, set up in 2018 following neasurement of "Other non-current equity

instruments" as required by the new IFRS 9.

27. Non-current payables and financial liabilities

“Non-current financial payables and liabilities'maunting to Euro 182.6 million (Euro 319.1 milli@

31 December 2017) include the non-current portibank loans of Euro 181.6 million (Euro 314.5
million at 31 December 2017) and, for Euro 1 miilighe fair value of derivative financial instrunten
hedging the interest rate risk exposure commenteith dNote 31 below. At 31 December 2017, the item

also included financial payables related to leésekuro 4.3 million.
The main bank loans are explained below:

Intesa San Paolo loan

In July 2016, Cairo Communication concluded a reingl facility agreement with Intesa Sanpaolo for a
total amount of Euro 140 million, of which Euro appimately 40 million drawn down at 31 December
2018, aimed at funding both the payment of the @mshponent of the offer for the acquisition of the

control of RCS and for other general corporate pses.

The loan has a duration of 60 months from the difiest use, with a margin of 48 basis points otrex
Euribor (for a duration corresponding to the retevaterest period), and does not require any tasita

or financial covenants, or limits to the distrilmrtiof dividends by Cairo Communication.

The loan agreement provides for the customary sgmtations, warranties and commitments typical of
such transactions. No commitments are required f@@ino Communication in relation to RCS Group
companies (including limits to the disposal of ass® the assumption of financial debt). Additidpal
the loan agreement contains a cross-default cldugsecall in of the loan in the event of defauftder
other loan agreements) regarding exclusively logreements relating to Cairo Communication and
certain relevant subsidiaries (Cairo Editore, C&ubblicitd and La7), excluding, therefore, thenloa

agreements related to RCS.

Early repayment is envisaged in the event of a ghan control of Cairo Communication, and should
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the latter cease to directly or indirectly holdiaterest of at least 35% in the share capital 06RC

RCS financial debt

On 4 August 2017, in execution of the term shegiiesil on 4 July 2017 with Intesa Sanpaolo S.p.A,,
RCS concluded a loan agreement with a pool of baBdsca IMI S.p.A. as Organizing Bank, Agent and
Coordinator, Intesa Sanpaolo S.p.A. as Lender amuc® Popolare di Milano S.p.A., Mediobanca —
Banca di Credito Finanziario S.p.A., UBI Banca &.m@and UniCredit S.p.A. as Organizing Banks and

Lenders.

On 10 October, RCS signed the Amending Agreemettdcexisting Loan Agreement with the Pool of
Banks, whose main terms are: (i) a 12-month extensif the duration of the loan, with a resulting
postponement of the final maturity date from 31 &aber 2022 to 31 December 2023 and (ii) a reduction
in the spread applied to both credit facilitiedrasn 10 October 2018, and subsequently recalculated
time to time using a margin gritbased on the leverage ratio (debt/EBITDA), whishriore favourable

than the one envisaged in the existing loan agreeme

The main terms and conditions of the loan at 31edxer 2018 arenter alia, the following:

a) the breakdown of the loan into an amortizing teredit Line of Euro 125 million and a Revolving
Credit Line of Euro 125 million;

b) an annual interest rate equal to the sum of therhyeark Euribor and a variable spread, depending
on the Leverage Ratio;

c) asingle covenant based on a Leverage RatioNiet.debt/EBITDA). The covenant must not exceed
(i) 3.25x at 31 December 2018 and (ii) 3x at 31 &mler of each following year;

d) a repayment schedule for the amortizing term fgcilivhich sets out the repayment in six-month
instalments of Euro 12.5 million.

The loan agreement envisages compulsory early negaty statements, obligations, withdrawal and

materiality threshold clauses that are, altogetmeore favourable for RCS than the previous loan

agreement. These clauses apply, for instanceg@sury agreements and intra-group loans and geasant

acquisitions, joint ventures, investments and raoization, financial debt assumption, transfers shrate

capital reduction.

At 31 December 2018, the above covenants had been m

Cairo Network financial debt

The bank loan (Euro 5 million at 31 December 20¢8nted by Unicredit S.p.A. and used by the
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subsidiary Cairo Network to pay part of the rigbtsise of the TV frequencies, is secured by a gueea

issued by the parent Cairo Communication.

The loan expires on 31 December 2019 and repayimemde in 20 quarterly instalments of Euro 1,250
thousand, starting from 31 March 2015 and all redylmet to date; early repayment is allowed. The
loan calls for the payment of an interest rate eqoahe 3-month Euribor plus 0.75 basis points
(renegotiated as from 2017) and certain constrgimgative pledges) and commitments (covenants)

typical of these transactions. No financial covéaare required.

The loan agreement contains a number of commitraeménants on Cairo Network, which mainly
include, until full repayment of the loan and subje the prior consent of the bank, the commitn{gnt
not to distribute nor approve the distribution ofidends and/or reserves, (ii) not to take on new
financial debt (excluding loans received by thershealders and the new debt related to the sale of
receivables for working capital needs or the issueew insurance and bank sureties to cover orginar
needs (iii) not to grant guarantees to third parirethe interest of Group companies or loans tou@r
companies, (iv) not to dispose of company assetfamvestments, (v) not to implement extraordynar
corporate transactions, (vi) not to create or altbe creation of liens, pledges or mortgages on own

assets. Early repayment is provided for in thenewéa change of control of Cairo Network.

28. Post-employment benefits

Post-employment benefits represent a type of emgplagmuneration, whose payment is deferred until
termination of employment. Liabilities relating post-employment benefits are discounted accorging

IAS 19, using discount rates ranging from 1.1%.69%4.

The composition and movements of this item in tharyare shown in the table below:

Description 31/12/2018 31/12/2017 Change
Opening balance 51.6 53.3 1.7)
Provisions 16 15 0.1
Interest expense 0.7 0.7 -
Profit (loss) from actuarial valuations (1.6) 0.7) (0.9
Utilization/other changes (2.3) (3.2 0.9
Closing balance 50.0 51.6 (1.6)

The exact administrative headcount of the Grougilabecember 2018 is shown below, broken down by
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role and geographical area:

Description 31/12/2018 31/12/2017 Change
Senior managers 112 108 4
Managers 330 338 (8)
Employees 1,841 1,879 (38)
Journalists 1,527 1,531 (4)
Blue-collar workers 234 236 )
Grand total 4,044 4,092 (48)
Description 31/12/2018 31/12/2017 Change
ltaly 2,731 2,738 (7)
Abroad 1,313 1,354 (41)
Grand total 4,044 4,092 (48)

3,265 employees refer to the RCS Group.

29. Provisions for risks and charges and provisiofor deferred tax

Movements in the period are shown below:

Description 31/12/2017 Provisions Utilizations/ Other 31/12/2018
Recoweries changes

Prowspn for agents’ termination 34 04 0.2) ©0.2) 34

benefits

Provision for legal disputes 15.6 4.2 (2.5) (2.6) 14.7

Provisions for personnel 19.8 26 (1.5) (2.6) 18.3

Provisions for future risks and

charges under the purchase price

allocation of La7 S.r.l. 10.8 i 3.5) i 73

Other provisions for other risks

and charges 19.7 3.2 (3.1 1.2 18.6

Grand total 69.3 10.4 (10.8) (6.6) 62.3

The provision for “Agents’ termination benefits” iee amount, subject to actuarial valuations, to be
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The “Provision for legal disputes”, amounting tor&ul4.7 million, relates to potential liabilities

paid to agents as prescribed by law and the ajydiczollective contracts.

deriving from ongoing disputes with third partiesd refers to both civil proceedings and defamation

suits related to articles published in the Grouijtles.

“Provisions for personnel”’, amounting to Euro 18lion, includes potential liabilities linked to
personnel management and the termination of emm@oymelationships and leased staff contracts, and
relate to the RCS Group (Euro 13.4 million) andhte subsidiary La7 (Euro 4.9 million).

Mention should be made that, in 2013, as part efpirchase price allocation of La7 S.r.l., a negati
fair value had been attributed, by allocating tipprapriate “provisions for future risks and charges

recognized as part of the purchase price allocatidra7 S.r.l.”, with reference to:

a) a number of contracts whose unavoidable costs @ftinge contractual obligations exceed the

economic benefits expected to be received;
b) specific risk situations related to (i) existingparformed contracts and (ii) pending litigation.
The item has a residual balance of Euro 7.3 milibB1 December 2018.

“Other provisions for risks and charges” mainlyatel to contingent liabilities attributable to th€R
Group and to La7, set aside to cover the risk ragigiom claims for damages originated during the

production and airing of TV programmes and fromeottontractual risks.

Deferred tax liabilities, amounting to Euro 165.8lion (Euro 169.7 million at 31 December 2017),

refer almost entirely to the business combinatiothe RCS Group.

30. Other non-current liabilities

The item, amounting to Euro 0.9 million (Euro 0.8lion at 31 December 2017), is attributable eryire

to the RCS Group and includes the long-term poriosocial security and tax payables.

31. Current financial payables and liabilities

The item, amounting to Euro 63.9 million (Euro 7Blion at 31 December 2017), includes mainly:

- for Euro 52.7 million (Euro 62 million at 31 Decearbh2017), the current portion of the bank

loans explained in Note 27 above and bank ovesjraft
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- for Euro 6.8 million (Euro 4.3 million at 31 Deceent2017), financial payables due to associates

belonging to the m-dis Distribuzione Media Grougd#&éed in Note 37 below;

- for Euro 4.3 million (Euro 5.1 million 31 Decemb2017), current financial payables from lease

contracts;

- for Euro 0.1 million, the current portion of deriie financial instruments measured at level 2 in

the fair value hierarchy pursuant to IFRS 7.

Financial payables related to leases, amountinguim 4.3 million, relate mainly to plant and rotary
presses of the RCS group. The leases have beenwithd®ajor financial institutions and generallgtia
for 10 years, with a grace period of around 2 yeate underlying repayment schedules have been
calculated mainly on the basis of constant repaysném which a growing proportion relates to prpadi

and which are adjusted for any interest-rate change

Finance lease payables 31/12/2018 31/12/2017
Minimum lease Interest Present value Pagamentc  Interessi Valore attuale dei
payment of minimum minimi per pagamenti minimi
lease leasing per leasing
- due within one year 4.3 - 4L.3 51 - 51
- due within five years - - - 4.4 0.1 4.3
- due beyond five years - - - - -
Closing balance 4.3 - 4.3 9.5 9.5

The present value of the minimum lease paymerniissisthan at the end of the prior year as a re$ult

payments in the year. The fair value of financaégaayables contracted by the Group is Euro 4 |8mil

The main types of derivative financial instrumeats reported below, along with the hedging or trgdi
purposes for which the relevant derivative conraetre stipulated, and the maturity dates of th®nal

amounts of IRS interest rate derivatives.

Description 31/12/2018 31/12/2017
Assets Liabilities Assets Liabilities
Interest Rate Cap for cash flow i i i i
hedges
Interest Rate Swap for cash flow
- 11 - 11

hedges (1-1) (1)
Forward Foreign Exchange

; 0.3 - - -
Contract for exchange rate hedging
Total 0.3 (1.2) - 1.2)

128



At 31 December 2018, current financial assets owduEuro 0.3 million for the fair value of finanktia
instruments hedging exchange rate risks (forwandeogy purchases coinciding with the due date of
contractual payments) used by La7 S.p.A. to puelias rights from film companies. This instrument

was negotiated for hedging purposes only.

The current portion of financial liabilities ariginfrom the measurement of derivative instruments
amounted to Euro 0.1 million (Euro 1 million at Blecember 2017), while the non-current portion
amounted to Euro 1 million (Euro 0.1 million at B&cember 2017). The net loss from the measurement
of these derivative instruments at fair value, rded in the comprehensive income statement, amdunte
to Euro 0.4 million in 2018, gross of tax (net praf Euro 3.4 million in 2017).

The notional amount of the Interest Rate SwapslaD8cember 2018, relating entirely to the RCS
Group, came to Euro 170 million, with a contractized rate of 0.182% for Interest Rate Swaps

(0.098% in the prior year). The reference paranfetathe floating rate is three-month Euribor.

Description Current notional
amount
IRS 170.0 Euribor 3M 0.182% (40.0) (40.0) (50.0) (40.0)

Benchmark Rate 0-6 M 6M-1Y 1-2Y 2-5Y >5Y

The above instruments refer to the hedging of ex@o$o interest rate risk on short and medium/long-
term debt, represented mainly by the Term and RewlLines of the loan renegotiated in 2018, and
were negotiated specifically for hedging purposesompliance with International Financial Repogtin
Standards they have been submitted to the so-caffedtiveness testing (prospective and retrospexti

to see whether they qualify for hedge accountimgdcordance with the specific requirements foigked

32. Payables to suppliers

“Payable to suppliers" amounted to Euro 262.4 onllidown by Euro 45.3 million versus the prior year

due to the effective operating cost-cutting measupayables relate entirely to the current year.

33. Payables to parents, associates and affiliates

“Payables to parents, associates and affiliatesumted to Euro 19.3 million (Euro 17.2 million &t 3

December 2017) and includes:

- trade payables amounting to Euro 11.2 million dusdme associates of the Bermont Group that

handle the printing of newspapers, magazines amet gublishing products in Spain;
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- trade payables amounting to Euro 1.9 million duehi associate m-dis Distribuzione Media
S.p.A., which oversees the distribution of publhiand non-publishing products in the

newsstand channel in Italy;

- trade payables amounting to Euro 6.2 million du¢h® associate Torino Football Club S.p.A.
for amounts accrued under the advertising concessimtract signed with Cairo Pubblicita
S.p.A.

34. Tax payables

They include:

Description 31/12/2018 31/12/2017 Change
Current tax payables 22 1.7 0.5
Other taxpayables 16.1 15.1 1.0
Closing balance 18.3 16.8 15

The item, amounting to Euro 18.3 million, increasgdEuro 1.5 million versus 31 December 2017, and
includes tax liabilities attributable to the RCSoGp (Euro 14.8 million).

35. Other payables and other current liabilities

The item can be analyzed as follows:

Description 31/12/2018 31/12/2017 Change
Payables to employees 414 43.5 (2.2)
_Pay_abl_es to pension and social security 174 174 (0.0)
institutions

Advangeg and payments on account on 95 116 @2.1)
subscriptions

Accrued expense and deferred income 20.4 29.7 9.3)
Other payables 10.6 12.2 (1.6)
Closing balance 99.3 114.5 (15.2)

The item, amounting to Euro 99.3 million, decreabgdEuro 15.2 million versus the prior year, and

includes current liabilities attributable to the RGroup of Euro 76.8 million.
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In 2014, the subsidiary Cairo Network took parttlie tender procedure opened by the Ministry of

36. Commitments, risks and other information

Economic Development for the assignment of riglitsuse TV frequencies for digital terrestrial
broadcasting systems, submitting its binding bid aninning the rights to use a lot of frequencies
(“mux™) for a period of 20 years. In January 20T®iro Network and ElI Towers S.p.A. (“EIT")
therefore entered into the agreements for thezag#dn and subsequent long-term technical managemen
in full service mode (hospitality, service and ntairance, use of broadcasting infrastructure, efdhe
mux. The agreements, as reviewed in March 2018 wtintain better terms overall for Cairo Network,
include,inter alia:
- atransitional phase, completed on 31 December,20Xfie realization of the mux and an operational
phase of the mux lasting 17 years (from 2018 ta1203
- the right to free withdrawal of Cairo Network stag from 1 January 2025;
- guaranteed coverage of at least 94% of the populath line with national muxes with greater
coverage;
- consideration to EIT:
e during the realization of the mux phase (2015-20amounting to a total of Euro 11.5
million for the full three-year period;
« at full performance (starting from 2018), amountiadgzuro 16 million per year,
these amounts include compensation for the aviitiabf the transmitters;
- an annual consideration from EIT to Cairo Netwathyrting from 2018, ranging between Euro 0 up to
Euro 6 million in the 2018-2022 period, reducecEtro 5.5 million in the 2023-2027 period and to
Euro 5 million from 2028 until expiry, in the evetitat the available bandwidth on the mux is not

fully used by Cairo Network.

Article 1, paragraph 1026 and ensuing paragraphtheo2018 Italian Budget Law (Law no. 205 of
2017) introduced specific provisions for terredtiia/ operators to release 694-790 MHz frequencies
(*700 band” — corresponding to channels 49-60) e¢tepthone operators and for the consequent
reorganization of the user rights of existing tedn operators over the remaining television spact
(“refarming”).

The 700 band frequencies must be completely redelagéelevision operators by 30 June 2022, as they
are assigned to telecom operators as a resuledétider procedure concluded in October 2018.

The provisions of the 2018 Budget Law were subsetijpyeamended, in some respects, in the 2019

Budget Law (Law no. 145 of 2018) and the refarmpngcedures initiated in 2018 were restarted with
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The UHF band frequencies that will remain interordilly allocated to post-refarming terrestrial

updated timing.

television broadcasting are channels 21 to 48. Basethe bilateral agreements with radio-electlycal
bordering countries, AGCOM has planned 12 muxesatibnal frequencies (11 in the UHF band - one
of which "decomposable” intended for the publiehsee - and 1 mainly in the VHF band), much lower
the current amount (the current muxes of natioregdencies are 20, almost double).

The 2018 Budget Law requires national frequency esuto adopt the DVB-T2 digital terrestrial
standard, introducing a transitional conversionhef rights to use national frequency muxes intbtsg
to use transmission capacity, with a view to subeat reallocation. The 2019 Budget Law also
introduced a procedure for consideration on thggassent of rights of use (presumably in an amount
equivalent to two muxes) that do not arise from #fs®ve conversion of current rights of use; the
procedure must be called by 30 November 2019.

In implementation of the 2018 Budget Law, AGCOM |sted the resolutions:

1) no. 137/18/CONS and no. 290/2018/CONS (respelstivnitiating the procedure and adopting the
National Frequency Allocation Plan for digital &strial television, PNAF 2018);

i) no. 182/18/CONS, initiating the procedure tdide the criteria for the conversion of rights teeu
frequencies at national level for digital terrestservice into rights to use broadcasting capauity for
the assignment at national level of the rights $e planned frequencies, assuming a possible 2:1
criterion;

iif) no. 474/18/CONS, launching the public constitta on the definition of the criteria set out imet
procedure initiated by Decision No 182/18/CONS.

On 5 April 2018, the MISE published the draft decos the Roadmap for the liberalization of the 700
MHz frequency band and, on 8 August 2018, its fweision. Additionally, a "TV forum" (at MISE)
was also set up in September 2018 to involve bp#radors and authorities.

In implementation of the 2019 Budget Law, in Felyu2019, AGCOM published resolution no.
39/19/CONS, adopting the new National Frequencydadtion Plan for digital terrestrial television
(PNAF 2019), which replaces the 2018 PNAF.

Cairo Network was heard in the context of the uaiproceedings, and took part in the relating publi
consultations and in the above-mentioned "TV Forupainting out the legal and technical arguments
for the exclusion of the Company from the applmatof the Budget Law, also attaching the supporting
documents.

Specifically, the Authorities were explainedier alia, that the granting of television frequencies to

Cairo Network has a backstory and features thatjaite different from the rest of the Italian takon
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system. In fact, and unlike other operators: 1y&as the new entrant, purchased its 20-year taght
use the frequencies for consideration from MISHpwing a specific tender procedure put in place by
the Ministry of Economic Development to sidestep Ed infringement by Italy; 2) Cairo began
implementing the high-quality television networkdaterritorial broadcasting only from July 2014 @lat
of the tender procedure award). Additionally, thecuments related to the tender procedure for
consideration on the allocation of frequencies iekpl provided, on issue of the frequency in favad

the telco operators, that the successful bidder I(fi 3) would receive a frequency similar to the
frequency assigned (with regard to the channelluggbin refarming).

Cairo Network also challenged resolutions nos. 1182, and 290 of AGCOM and the draft and final
version of the MISE decree, filing appeals with tlaium Regional Administrative Court, Rome, and
subsequent additional grounds (g.r. no. 6740/20tBgar. no. 7078/18), in which the same arguments
raised with the public authorities and furtherghdities of the contested measures were also raigbd
the administrative judge. These cases are currgethyling. In the coming weeks, Cairo Network will
also challenge Resolution no. 39/19/CONS.

The schedule to date is as follows:

- by 30 March 2019, AGCOM is called to establisle driteria on the conversion of rights to use
frequencies at national level and for the allocatdrights to use planned frequencies at natiteel;

- by 15 April 2019, update of the Roadmap for tekease of frequencies, published by MISE through
decree dated 8 August 2018;

- by 30 June 2019, MISE will issue the rights te é®quencies for national network operators based
AGCOM criteria;

- by 30 September 2019, AGCOM is called to esthtl® procedure for consideration by which rights
of use not arising from the conversion of existiigits of use will be assigned.

In light of the constantly evolving regulatory framork and the various acts and provisions stithia
process of being adopted by public authorities,effiects of the future reorganization of the tedem
band cannot be predicted with certainty at thigtinor the outcome of the discussions initiatedh e
Authorities or of the TAR judgements.

In view of the new frequency structure, the lawalsquires the automatic digital terrestrial TV whel
numbering plan to be updated, which should be draprby AGCOM no later than 31 May 2019,

together with the procedures for allocating the bers.

In its hearing on 18 October 2010, the Provinciak Tommission of Milan upheld the appeal filed by
Cairo Editore S.p.A. regarding the assessmentadictax year 2004. The Italian Tax Authoritieyéa

filed an appeal with the Regional Tax CommissioMiin against the ruling. In its hearing on 27 May
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2013, the Regional Tax Commission of Milan rejectiee Agency’'s Appeal. On 16 June 2014, the
Agency filed an appeal with the Supreme Court, am@5 July 2014, the Company notified its response

to the counterparty.

The RCS 2018 Annual Report contains an updateddnformation on RCS Sport events previously
illustrated in the RCS 2015, 2016 and 2017 anrebnts under "Information on ongoing disputes":

(i) With regard to civil action brought against certailefendants in the current criminal
proceedings, at the hearings held on 9 and 16 20h@é, the President of the formation of the
Court informed that he had been assigned to antdiskrand, as the defendants’ attorneys had
failed to reach an agreement on continuing thetpeiework carried out so far, the trial inquiry
had to be resumed from the beginning due to theggdhformation of the Court.

The newly-formed Court, after admitting the eviderfcom witnesses and the documentary
proof requested by the parties, has postponed thedsle of hearings and deferred the
examination of witnesses. The dates of the heatiagse been set and various witnesses have

been heard.

(i) With regard to the writ of summons served on 1 Ai2014 by which RCS Sport S.p.A. had
lodged liability actions pursuant to articles 23881 2396 of the Italian Civil Code against the
former Chief Executive Officer and former Generaadger, at the end of February 2018, a
settlement agreement was reached on the rulingnglto these actions, with payment of the
amount of Euro 2.6 million by the insurance companyavour of RCS Sport. The agreement
provides, inter alia, for the waiver, in respedefoof the former CEO and the former General

Manager, of the civil action proposed in the criatiproceedings.

(iif) With regard to the appeal against the redundanmidsred, on 28 May 2018, the Court of
Appeal of Milan ruled on the appeal filed by thernfier Chief Executive Officer, partly
reversing the first instance ruling and orderingSRG pay the sum of approximately Euro 282
thousand as fixed indemnity and over approximatélyo 21 thousand applied to post-
employment benefits. RCS appealed to the Courtass@tion against the ruling. On 27 March
2018, the Court of Appeal of Milan dismissed th@erd filed by the former General Manager
and sentenced to reimburse the costs of the irstgaaid in the amount of Euro 7 thousand plus
general expenses and legal fees. The former engpkygealed to the Court of Cassation against

the rulings.
(iv) Pending before the Court of Milan against the Buauilere the current account is held (a) the
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action for liability brought by Consorzio Milano Iv&thon (b) the actions for liability brought
by the Amateur Sports Association Milano City Ma@t and other associations. The cases

were unified and are currently at the preliminanage.

With regard to the property located in Via SolfexirRCS is a party to a dispute concerning the
transaction, negotiated and closed in 2013, onstle by RCS to the speculative real-estate fund
"Delphine" of the properties located in Via Solferi28, Via San Marco 21, and Via Balzan 3 in Milan
(collectively, the "Property"), and their simultans lease to RCS (the "Transaction"). The dispute
involves two separate proceedings, namely: anratlnh pending in Italy and a lawsuit pending infNe
York.

Arbitration in Italy: on 9 November 2018 RCS - afte thorough review carried out with the help of
consultants - filed a request for arbitration witie Milan Chamber of Arbitration, by which it recatied,
inter alia, a declaration of nullity of the contracts throughich the Transaction was completed, an
order to Delphine to return the Property and thesrén the meantime paid by RCS, as well as to pay
damages. On 9 January 2019, the Delphine fundugirds asset management company Kryalos SGR
S.p.A., appeared in the arbitration with a Statdnm@nDefense challenging the jurisdiction and/or
competence of the Arbitration Panel and the growfd®CS's claims, and filed a liability claim puasu

to art. 96 of the Italian Code of Civil Procedulde constitution of the Arbitration Panel is curign
underway.

Lawsuit in New York: On 20 November 2018, RCS reedia complaint before the NY Supreme Court
from the Delphine fund, from its parent Sforza HadS.a.r.l., from Blackstone Real Estate Advisory
L.P., and from eleven entities indicated as indist@reholders of Sforza HoldCo S.a r.l.. The piisn
argue that RCS has acted unlawfully and in bredaks mbligations (specifically, for challengingeh
ownership of the Property and interfering in thie seegotiations allegedly underway with a thirdtpar
and request to declare the validity of the congrdigt means of which the Transaction was completed,
and an order to RCS to pay damages, which areuaottified but generally indicated as exceeding USD
500,000. RCS appeared in the proceedings requdstliiaiismiss” the case even before opening thg tria
on the grounds of a lack of jurisdiction of the NYipreme Court; alternatively, RCS has requested a
stay of the case in New York, pending the outcomthe Arbitration in Italy, as the latter is thelpn
body competent to decide on the validity or inviéicf the Transaction. RCS has also requested to
dismiss the case on the grounds that the plaintféms are unfounded in law. The discussion phase
(written and oral) on the motion to dismiss theeciled by the company is currently underway.

Based on the advice of its legal consultants, ttrapany considered that the recognition criteriaafor
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provision are not met.

With regard to the contract for the purchase of R@8erest in RCS Libri S.p.A. signed on 4 October
2015, and to the earn-out established thereinhaulsl be noted that the required procedures for
verifying the existence (or less) of the conditidos payment of the earn-out and, in such caseit$or

determination, have been put in place and aresgiltogress, as set out in the sale contract.

The main guarantees given by the Group are listémiAb

- the guarantees and endorsements came to a toEalrof45.9 million and include the guarantees
issued by the RCS Group to Rizzoli Libri S.p.A.r(ferly RCS Libri S.p.A., company transferred in
2016) and to its subsidiaries Marsilio S.p.A. anbrérie Rizzoli S.r.l. in favour of the Italian Tax
Authorities for VAT credits relating to 2015 for weh RCS MediaGroup S.p.A. is jointly obligated.
The item also includes the guarantees given téth#ic Administration and other public bodies for

prize contests, concessions and disputes, as svizllfavor of third parties for leases;

- other guarantees amounted to Euro 3 million, dowrtbro 13 million versus 31 December 2017.
The decrease relates to the termination of theaguiee for VAT credits for 2014. The item includes
the indemnity issued to Agenzia per lo Sviluppol'Bditoria and to SIAE for reimbursements

received and subscribed with related parties fapBu6 million;

- commitments amounted to Euro 4.4 million, incregsoy Euro 1.7 million versus the prior year.
The item includes existing and potential contractwanmitments relating to personnel, which refer
solely to agreements in force at 31 December 288ject to contractual clauses at that date under
the exclusive control of the Group. These commitis@ne entered into with related parties for the

entire amount.

It should also be noted that, as part of the texssbr contributions of investments or businesssuni
carried out by the RCS Group, the RCS Group gragigatantees, predominantly of a tax, social
security and labor nature, which are still actitéese guarantees were issued according to market

practices and conditions.

The main operating leases held by the Group refeprbperty leases, company cars, plant and

equipment, electronic devices and publications.

The amountof outstanding lease payments still due by theu@rat the reporting date for irrevocable
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operating leases is as follows:

Minimum lease payments 31/12/2018 31/12/2017 Change
- due within one year 32.3 324 (0.2)

- due within five years 112.9 117.1 4.2

- due beyond five years 136.4 139.6 3.2
Closing balance 281.6 289.1 (7.5)

At 31 December 2018, commitments held by the RG&u@Bamounted to Euro 252 million.

Lastly, it should be noted that the Group benefitedn special rates for the amount of Euro 111,698,
pursuant to art. 28 of Law no. 416 of 5 August 19R&gulations governing publishers and publishing
benefits" relating to certain dedicated telephanesl and Euro 4,480 as contributions for the cours
training of workers.

Pursuant to art. 1 par. 125 to 129 of Law no. 1P4 dugust 2017, with regard to the obligations to
publish grants, contributions, paid assignments andny case, economic benefits of any kind resziv
from the PA, and to art. 3-quater, par. 2, of Dedraw no. 135/2018 (Simplification Decree), it shibloe
noted that the Allocating Bodies are required tblighh the contributions in the National Aids Regist
available at: www.rna.gov.it/sites/PortaleRNA/it_Ai&nsparency in the field of State aid and de migi
aid. Amounts relating to transactions carried autirdy the year involving consideration were notetak

into account.

37. Related party transactions

As required by CONSOB Communication pursuant to Ht#, par. 5 of Legislative Decree no. 58/98,
protocol number 13046378 of 27 May 2013, transastiwith the related parties of the Group are shown
in this note.

The procedures adopted by the Group for relatedy pmansactions, to ensure transparency and
substantial and procedural fairness, are discldsedhe "Report on Corporate Governance and
Ownership Structure" and can be viewed on the Cogipavebsite www.cairocommunication.it in the

Corporate Governancsection.

Related party transactions of greater importaneer@gerved to the exclusive competence of the Board
of Directors and may not be delegated. The exesutf such transactions, as well as those of lesser
importance, is subject to a non-binding opiniontld Related Party Committee, or of other bodies

indicated in the procedures.

The following are identified as related parties:
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- the direct and indirect parent entities of Caironm@aunication S.p.A., their subsidiaries,

associates and affiliates of the Group, as showharlist attached to this Annual Report (“List

of investments of the Group at 31 December 20I8ig Ultimate Parent of the Group is U.T.

Communications S.p.A.;

- directors, statutory auditors, key management peedaand their close relations.

Details are provided in the following tables oratetl party transactions, broken down by balancetshe

heading. Intercompany relations eliminated in thesolidation process are excluded.

Receivables and financial assets

Trade receivables Receivables from ta

Other current

(€ millions) consolidation financial assets
Parents - 0.9 -
Associates 19.8 - -
Other affiliates 0.9 - -
Other related parties 1.1 - -
Total 21.8 0.9 -

Payables and financial liabilities

Trade and other

Other current

Other non-current

(€ millions) payables financial liabilities financial liabilities

Parents - - -
Associates 13.1 6.8 -
Other affiliates 6.2 - -
Other related parties - - -
Total 19.3 6.8 -

Revenue and costs

Operating revenue

Operating costs

Financial income

(€ millions)

Parents - - -
Associates 281.9 (106.9) 01
Other affiliates 0.2 (3.6) -
Other related parties 2.1 0.3) -
Total 284,2 (110.8) 0.1

Transactions with associates refer mainly to:

« m-dis Distribuzione Media S.p.A., which operatedtaly as distributor in the newsstand channel

for the RCS Group, in respect of which Group congmmenerated in 2018 revenue of Euro

280.2 million and incurred costs of Euro 85.8 millj and hold trade receivables of Euro 19.8
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million, trade payables of Euro 1.9 million, andrent financial payables of Euro 5 million;

* the associates in the Bermont Group, in respeetioth the Group companies that operate in
Spain in the printing of newspapers, magazinesaher publishing products (Unidad Editorial
Group) generated revenue of Euro 1.6 million araired costs of Euro 20.3 million in 2018,

and hold trade payables of Euro 11.2 million.

Transactions with affiliates refer mainly to:

- the concession contract between Cairo Pubblicith @&arino FC S.p.A. (a subsidiary of U.T.
Communications) for the sale of advertising spacth@ Olimpico football pitch and promotional
sponsorship packages. This contract resulted enptiyment in 2018 of Euro 3.3 million to the
concession holder against revenue of Euro 4.3 anilliet of agency discounts. Cairo Pubblicita

earned further commissions of Euro 0.1 million;

- the agreement between Cairo Communication S.p.Al &arino F.C. for the provision of
administrative services such as bookkeeping, wprolrides for an annual consideration of Euro 0.1

million.

Transactions with “other related parties” refer mhaito commercial dealings with the Della Valle and
Pirelli groups, in respect of which Group compargeserated revenue of Euro 2.1 million and incurred

costs of Euro 0.3 million. Trade receivables amedrib Euro 1.1 million.

Transactions in the year with related parties,uditig with Group companies, were not considerdukto
atypical or unusual, and were part of the ordinactivities of Group companies. These transactions

were carried out on market terms, taking accoutth@fjoods and services provided.

In 2018, Studio Magnocavallo e Associati earned fiee professional services provided to companies

of the Cairo Communication Group for approximatétyro 0.3 million.

In 2018, Cairo Communication and its subsidiarigeepthan those belonging to the RCS Group, paid
Directors, Statutory Auditors, General Managers liag Management Personnel fees totaling Euro 3.6
million. This information is analyzed in detail ithe appropriate Remuneration Report, prepared
pursuant to art. 123 ter of the TUF.

In 2018, the RCS Group paid Directors, Statutorglifars and Key Management Personnel fees totaling

Euro 7.6 million, explained further in Note 40 b&lo

During the year, no transactions were carried oiih 'Wmembers of the Board of Directors, general

managers and/or with key management personnel, erenolb the Board of Statutory Auditors, and the
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Financial Reporting Manager, further than the fesisl and already shown in this Note.
It should be noted that:

= with regard to Cairo Communication and its subsid& other than those belonging to the RCS
Group, there are no agreements in place betweeGitbep companies and the directors for any
indemnity in the event of resignation or unjustndissal, or in the event their employment

relationship ceases following a takeover bid,;

= there are agreements in place between Cairo Coneation and Uberto Fornara, subject to non-
competition commitments for 18 months followingnbemation of his management relationship with

the Parent, for payment during his relationship gfoss annual fee of Euro 100 thousand.

The remuneration report prepared pursuant to &8-tér of the TUF and published on the website
www.cairocommunication.it contains a descriptiortie# plan of long-term incentive adopted in 2018 in
favor of some executive directors and key managempersonnel with strategic responsibilities for the

three-year period 2018-2020, which did not ental tecognition of expenses in the period

With regard to RCS, referring to the processesws#t in the event of the cessation or terminatbthe

employment relationship:

= for key management personnel, provision is maderactually for an indemnity of 3.16 times the
annual fixed fee in the event of the terminationtloé employment relationship by means of a
unilateral decision by the company, except in thsecof just cause, or in the event in which the
manager terminates the employment relationshipntahly in the presence of pre-determined causes
indicated in the contract, such as i) loss or redoan powers, ii) changes of professional positio
except where agreed between the parties, iii) anbat changes to company business, iv) loss of

hierarchical level, v) change of ownership;

= for another member of key management personneljgioo is made contractually for an indemnity
in the event of the termination of the employmexiationship by means of a unilateral decision by
the company, except in the case of just cause| éguBatimes the annual fixed fee and the variable

fees (MBO).

It should also be noted that there are no sucaegdans regarding executive directors and thatdCair
Communication does not currently have any stocloagilans in place.
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38. Risk management

The Group manages capital structure and finanisiks in accordance with the asset structure, with
the aim of maintaining adequate, consistent cradiihgs and capital indicator levels, taking acdoun

of the current credit supply trend in Italy andSpain.

The Group constantly monitors the financial riskamected with its business and those relatingsto it

subsidiaries.

Liquidity risk
Liquidity risk may arise from difficulties in obtaing loans to support operations in accordance thigh

proper timescales, and, if necessary, to repasléalling due.

On 10 October, RCS signed the Amending Agreemettdcexisting Loan Agreement with the Pool of
Banks, whose main terms are: (i) a 12-month extensif the duration of the loan, with a resulting
postponement of the final maturity date from 31 &aber 2022 to 31 December 2023 and (ii) a reduction
in the spread applied to both credit facilitiedrasn 10 October 2018, and subsequently recalculated
time to time using a margin gritbased on the leverage ratio (debt/EBITDA), whishriore favourable
than the one envisaged in the existing loan agreerae main terms and conditions of the loan iater

alia;

a) the breakdown of the loan into an amortizing tenedd line of Euro 125 million and a revolving
credit line of Euro 125 million;

b) an annual interest rate equal to the sum of therhyeark Euribor and a variable spread, depending
on the Leverage Ratio;

c) asingle covenant based on a Leverage Ratioliet.debt/EBITDA). The covenant must not exceed
(i) 3.25x at 31 December 2018 and (ii) 3x at 31 &mler of each following year;

d) a repayment schedule for the amortizing term fgcilivhich sets out the repayment in six-month

instalments of Euro 12.5 million.

Additionally, mention should be made that in Jubi@, as part of the transaction for the acquisitbn
control of RCS, Cairo Communication had concludecwlving facility with Intesa Sanpaolo for a
total amount of Euro 140 million, aimed at fundingth payment of the cash component of the Offer
and other general corporate purposes. The loam lasation of 60 months from the date of first,use

with a margin of 48 basis points over the Eurildor & duration corresponding to the relevant irgere
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period), and does not require any collateral oartial covenants, or limits to the distribution of

dividends by Cairo Communication.

Liquidity analysis

The table below summarizes the equity profile & @airo Communication Group’s current assets
and liabilities at 31 December 2018:

Description 31/12/2018 31/12/2017 Change
Trade receivables and other current assets 322.2 350.8 (28.6)
Inventory 229 18.2 4.7
Trade payables and other current liabilities (445.5) (510.6) 65.1
Net working capital (100.4) (141.6) 41.2
Liquid funds 56.2 128.1 (71.9)
Current financial assets 17 0.9 0.8
Current financial liabilities (63.9) (73.0) 9.1
Current net financial position (6.0) 56.0 (62.0)

Difference between current assets and current
liahilities (106.4) (85.6) (20.8)

At 31 December 2018, the difference between cumeaéts and liabilities showed a negative balahce o
Euro 106.5 million, up by Euro 20.9 million verstie prior year (Euro 85.6 million at 31 December
2017), due mainly to partial repayments or mindizattion of medium/long-term loans through the a$e
cash. In this regard, it should be noted that1db8cember 2018:

- only approximately Euro 40 million out of a totdl Buro 140 million of the medium/long-term
revolving loan granted by Banca Intesa to Cairo @omcation had been drawn down at 31
December 2018 (Euro 78.2 million at 31 December720&hile only Euro 45 million out of a
total of Euro 125 million of the revolving line esaged in the RCS loan agreement had been
drawn down at 31 December 2018 (Euro 50 million 34t December 2017). There are
medium/long-term undrawn lines for a total of E&&D million;

- the publishing companies have a negative net wgrkiapital (current assets net of current
liabilities, not including financial assets or lifies) since a portion of the trade receivables
(those from sales in the publishing segment) amesformed into cash more quickly than average
supplier payment terms;

- the Group attempts to ensure that an approprialieyab generate cash is maintained, even under
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the current market conditions.

The table below summarizes the time profile of @@ro Communication Group’s financial assets and
liabilities at 31 December 2018 based on the nenadinted collections and payments set out in the

contracts (including principal and interest evenat accrued at the reporting date):

31 December 2018 On demand <6M 6M-1Y 1-2Y 25Y 5Y Total
Non-current financial - - - 11 0.8 0.3 2.2
receivables

Current financial receivables 0.3 0.5 0.6 - - - 14

Hedging derivatives - - - - - - R

Cash and cash equivalents 56.2 - - - - - 56.2
Interest income - 0.0 0.0 0.0 - - 0.1
Total financial assets 56.5 0.5 0.6 1.1 0.8 0.3 59.9
Financial payables to third

parties 13.6 26.8 16.6 23.7 157.9 - 238.6
Hedging derivatives _ 03 0.2 0.3 0.2 N 1.1
Financial payables to Group

companies 6.8 - - - - - 6.8
Interest expense _ 1.2 1.2 1.9 4.6 _ 8.9
Total financial liahilities 20.4 28.3 18.0 259 162.7 _ 255.4
31 December 2017 On demand <6 M 6M-1Y 1-2Y 25Y 5Y Total
Non-current financial - - - 0.7 15 15 3.7
receivables

Current financial receivables 0.3 0.1 0.5 - - - 0.9
Hedging derivatives - - - - - - -
Cash and cash equivalents 128.1 - - - - - 128.1
Interest income - 0.0 0.0 0.1 0.1 0.1 0.3
Total financial assets 128.4 0.1 05 0.7 16 16 133.0
Financial payables to third

parties 16.8 34.3 16.6 30.9 99.8 188.4 386.7
Hedging derivatives - 1.1 01 - (0.1) - 11
Financial payables to Group

companies 4.3 - - - - - 4.3
Interest expense _ 26 3.9 6.2 165 _ 29.2
Total financial liabilities 21.1 38.0 20.6 37.1 116.2 188 421.3

The amounts shown in the table above, unlike theuats of total net financial debt, include the

interest-bearing portion of non-current financedeivables (Euro 2.2 million).
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Interest rate risk consists of potential and higheancial expense stemming from an unfavorable and

Interest rate risk

unexpected change in interest rates. At 31 Decel2®B8, the Group holds exclusively floating rate

financial instruments and, therefore, is exposeshid risk.

At 31 December 2018, the RCS Group presented atimegzet financial position of Euro 187.6

million:

- interest rate risk management is regulated by 8pegolicies that define the risk management
objectives, limits, roles and responsibilities lné different functions involved in the process. Tise

of derivative instruments for speculative purpasasot permitted,

- At 31 December 2018, roughly 83% of loans and lwinigs, including finance lease liabilities, were
at a contractually fixed rate, or transformed tahswia interest rate swaps (IRS) (79% at 31
December 2017). The hedging objective was purssed)uhe above types of derivatives taken out
with highly-rated leading financial institution®R$s transform the floating rate into a fixed one (o
vice versa) through the periodic swap, with tharficial counterparty, of the difference between the
fixed-rate interest (swap rate) and floating-ratteriest, both calculated on the contractual notiona

amount.

By contrast, regarding Cairo Communication andsibsidiaries other than those belonging to the RCS
Group, which presented a negative net financiaitiposof Euro 1.3 million, the risk is irrelevant.
Sensitivity analysis

The table below shows the results of the sengjtaitalysis of interest rate risk, reporting its aopon
the income statement and equity, as required bysIFR This analysis was performed assuming a 1%

increase/decrease in the relevant interest ratesur

Sensitivity analysis of Average Increase Impact on Impact on equity
interest rate risk on underlying (decrease) ¢ profit or loss

floating rate items rate

2018 (181.3) 1% 0.7) 3.2
2017 (270.7) 1% (2.2) 3.7
2018 (181.3) -1% 0.1 (3.3)
2017 (270.7) -1% 0.3 (3.8)

Group held floating-rate debt financial instrumeats31 December 2018. The use of interest rate

derivatives, transforming liabilities from floatingte to fixed rate, should be noted. Floating-rat
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financial instruments included in the sensitivityalysis concern cash and cash equivalents, cuareht
non-current financial receivables and payables, iabtetest rate derivatives held. The analysis was

conducted taking into account:

- the change in interest income and expense duragehr attributable to any reasonable changes

in interest rates applicable to floating-rate esset liabilities held during the year;

- the opposite impact in terms of fair value change#terest rate derivatives recognized in
equity for the hedge component beyond the releyeat, and in the income statement, assuming
a sudden change in the rate curve at the repadabg Hedges have a notional amount of Euro
170 million at 31 December 2018 (Euro 243.8 millior2017) and refer solely to Interest Rate

Swaps.
The result of the analysis shows:

- a one percentage point increase in interest rat&é%) would have a negative impact on the
income statement for the period, due to highemioie expense of Euro 0.7 million (Euro 2.2
million for 2017), and a positive impact on equdl Euro 3.2 million (Euro 3.7 million for

2017), as a result of the change in the fair valuaterest rate derivatives recognized in equity.

- a one percentage point decrease in interest ratE%)( taking into account the contractual
provisions relating to the applicability of negativates, would have a positive impact on the
income statement for the period, due to lower faranexpense of Euro 0.1 million (Euro 2.3
million for 2017), and a negative impact on equwfyEuro 3.3 million (Euro 3.7 million for

2017), as a result of the change in the fair valuaterest rate derivatives recognized in equity.

Currency risk

Currency risk can be defined as the set of negatifexts on balance sheet assets or liabilitiesirayi
from changes in exchange rates. The Group didewurd significant exposure to currency risk, given

that the Euro is the functional currency of themfaroup business areas.

The exposure to currency risk is limited to cert@mommercial and financial positions for an

insignificant amount.

Currency risk management is regulated by spectlies that define the risk management objectives,
limits, roles and responsibilities within the prese The use of derivative instruments for speodati

purposes is not permitted, i.e. not targeted apng the aforementioned objective.
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Credit risk

Credit risk can be defined as the possibility auirring a financial loss due to the counterpartsikire

to fulfil its contractual obligations.

The table below shows the Group’s maximum exposui@edit risk for equity components, including

derivatives:
Description 31/12/2018 31/12/2017 Change
Trade receivables 268.3 293.2 (24.9)
Current financial receivables 1.7 0.9 0.8
Other current assets 43.0 46.8 (3.8)
Non-current financial receivables 2.2 3.8 (1.6)
Other non-current assets 15.0 15.3 (0.3)
Total receivables and other assets 330.2 360.0 (29.8)
Liquid funds 56.2 128.1 (71.9)
Total 386.4 488.1 (101.7)

(1) Other current assets do not include accruedniecand prepaid expenses of Euro 10.9 million ab&Gember 2018 (Euro
10.8 million at 31 December 2017).
The figures for 2018 include the effects of the@oim of IFRS 9; the Group has made use of theoapti

under IFRS 9 not to recalculate prior-years’ corapae information.

The Group is exposed to credit risk, in relationimtyato trade receivables and, specifically, to
advertising sales. This risk is, however, mitigabgdhe fact that exposure is spread over a langeber

of customers and that monitoring and control pracesl are in place to counter the risk. The Group’s
publishing segments, on the other hand, presestdrgosure to credit risk, given that, in relatton
publishing revenue, the distribution contracts mapkavision for an advance payment equal to a highly

significant percentage of the estimated sales df paoduct.

Trade receivables, which totaled Euro 268.3 milledr81 December 2018, include Euro 189.9 million
referring to the RCS Group (Euro 209.7 million, lirding transactions with parents, associates and
affiliates) and Euro 78.4 million to Cairo Commuation and its subsidiaries (excluding the RCS
Group) (Euro 80.1 million, including transactiongtiw parents, associates and affiliates). Trade

receivables are stated net of an allowance for immaant of Euro 38.4 million.

Gross trade receivables for the RCS Group, inctutiiansactions with Group companies, totaled Euro

242.2 million. New customers and customer credinhgais evaluated by an automated credit scoring
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system. The rating model applied to Italy uses“theected default frequency” model prepared by a

leading financial information and analysis groupeTable below provides information on the quadity

the receivables held in the portfolio of the RCSo@r and the allocation of the allowance for

impairment to the various rating classes identified

Description Trade Trade
receivables receivables
31/12/2018  31/12/2017
Rating A (low risk) 44.3 51.8
Rating B (medium risk) 152.3 131.2
Rating C (high risk) 20.8 34.2
Rating Z (not rated) 24.8 53.5
Total 242.2 270.7
Write-downs (32.5) (31.4)
Net total 209.7 239.3

The category of loans and receivables with a Zrigatostly refers to loans and receivables fromipubl

entities, foreign customers and mass market custome

With regard to Cairo Communication and its subsidg(excluding the RCS Group), trade receivables

came to Euro 78.4 million and are stated net adleowance for impairment of Euro 5.9 million.

The ageing of trade receivables by due date at @dember 2018 versus 31 December 2017 is as

follows:

31 December 2018 Current Past due 30-6( Past due 61-Past due 91-18( Past due owel Total
days 90 days days 180 days

Trade receivables 70.7 3.0 12 1.8 7.6 84.3

Allowance for impairment (2.5) (0.1) (0.2) 0.2) (3.0) (5.9)

Receivables from

customers 68.2 2.9 1.1 1.6 4.6 78.4

31 December 2017 Current Past due 30-6( Past due 61-Past due 91-18( Past due owel Total
days 90 days days 180 days

Trade receivables 68.5 1.9 0.7 1.6 7.8 80.5

Allowance for impairment (2.0 (0.3) (0.4) (0.5) (3.4) (6.6)

Receivables from

customers 66.5 1.6 0.3 1.1 4.4 73.9

Other current and non-current assets include:

- receivables due from the tax authorities amountinguro 16.9 million, for which the credit risk is
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- advances to agents, associates and suppliers angtmEuro 12.7 million, for which the credit risk

considered to be insignificant in consideratiotha& nature of the counterparty;

Is mitigated by possible offsetting with currentléor future related payables.

The credit risks associated with cash and cashvalgmts, with a maximum theoretical exposure of
Euro 56.2 million (Euro 128.1 million at 31 Decemi#9017), are considered irrelevant as they are

deposits spread across various banks.
Price risk

The Group is not exposed to significant price rigken financial instruments that fall within theoge

of application of IAS 39.

39. Financial Instruments: disclosures

As required by IFRS 7, the table below shows theyoay amounts of items included in each category
identified by IFRS 9.

The carrying amount generally coincides with theasugement at amortized cost of the financial

assets/liabilities, except for derivative instrutiseaind other equity instruments measured at faireva

In accordance with IFRS 7, sundry receivables dahdracurrent assets, shown in the table below do no
include tax receivables, accrued income and prepapmknses and receivables from social security

institutions.

Likewise, sundry payables and other current liib8i do not include payables to social security

institutions, accrued expenses and deferred incanteuntaken holiday entitlement.
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Description
31/12/2018 31/12/2017

FINANCIAL ASSETS

Financial assets at amortized cost

Non-current financial receivables 22 38
Other non-current assets 2.0 21
Trade receivables 268.3 293.2
Receivables from parents, associates and affiliates 21.6 18.7
Sundry receivables and other current assets 15.1 9 15
Current financial receivables 14 0.9
Cash and cash equivalents 56.2 128.1

Financial assets at fair value through profit or s

Hedging derivatives 0.3 -

Other non-current equity instruments - 3.0

Financial assets at fair value through other comprieensive income
Other non-current equity instruments 2.2 -
TOTAL 369.3 465.7

FINANCIAL LIABILITIES
Financial liabilities at amortized cost

Non-current financial payables and liabilities 182.6 319.1
Other non-current liabilities - -
Payables to banks 13.6 16.8
Current financial payables 50.3 56.2
Trade payables 263.6 307.7
Payables to parents, associates and affiliates 19.3 72 1
Sundry payables and other current liabilities 40.0 449

Financial liabilities at fair value through profit or loss

Non-hedging derivatives - -
Financial liabilities at fair value through other comprehensive income

Hedging derivatives 11 11
TOTAL 570.5 763.0

Financial assets measured at fair value and repegnin the statement of comprehensive income
include securities and equity investments thanatecontrolled, linked or traded, defined as o#nguity
instruments. The Company generally chooses to meabe instrument at fair value with changes

recognized in other comprehensive income.

IFRS 7 requires financial instruments recognizethestatement of financial position at fair vataée
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classified on the basis of a three-level fair vdliexarchy. The levels of the hierarchy are aofod:

Level 1: Quoted prices (unadjusted) in active miarker identical assets or liabilities;

Level 2: Inputs other than quoted prices includéithivw Level 1 that are observable for the asset or

liability, either directly (i.e. as prices) or imdctly (i.e. derived from prices);

Level 3: Inputs for the asset or liability whichearot based on observable market data.

Assets and liabilities have been classified acogrtlh the fair value hierarchy as follows

Hierarchy of fair value measurement for categorief financial

instruments at 31/12/2018 Lewel 1 Lewel 2 Lewel 3 Total
FINANCIAL ASSETS
Financial assets at fair value through profit @slo

Hedging derivatives - 0.3 - 0.3
Financial assets at fair value through other cohgpmsive income

Other equity instruments 0.6 - 16 2.2
TOTAL 0.6 0.3 1.6 25
FINANCIAL LIABILITIES
Financial liabilities at fair value through othemprehensive income

Hedging derivatives - 11 - 11
TOTAL - 1.1 - 11
Hierarchy of fair value measurement for categoriesf financial
instruments at 31/12/2017 Level 1 Lewel 2 Lewel 3 Total
FINANCIAL ASSETS
Financial assets at fair value through profit @slo

Other equity instruments - - 3.0 3.0
TOTAL - - 3.0 3.0
FINANCIAL LIABILITIES
Financial liabilities at fair value through othemprehensive income

Hedging derivatives - 11 - 11
TOTAL - 11 - 11

In accordance with IFRS 7, the table below shovesdfiects of financial instruments on the income

statement and equity, which mainly consist of gans losses arising on the purchase and sale of

financial assets and liabilities, as well as fram f/alue gains or losses and the interest incoxpefese

relating to financial assets/liabilities measuredraortized cost.
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Note 31/12/2018

Net profit (loss) recognized on financial assets diiabilities measured at fair
value in profit (loss) for the year

Other equity instruments

of which profit (loss) from derecognition 10 15
Net profit (loss) recognized on financial assets diiabilities measured at
amortized cost
Financial assets
Allowance for impairment 8 (3.9
Impairment of financial receivables 10 (2.9
Financial liabilities
of which profit (loss) from derecognition 11 (2.5)
of which profit (loss) from re-negotiation 11 3.0
Net profit (loss) recognized on investments in edyiinstruments measured at
fair value through other comprehensive income
Other equity instruments
of which profit (loss) from change in fair value 17 (1.5)
Net gains (losses) recognized on cash flow hedge\dgives
Hedging instruments
of which profit (loss) through other comprehensiveome 31 (0.4)
of which profit (loss) through profit or loss 11 1.2)
Interest income (expense) at the effective interesdte accrued on financial
assets/liabilities not through FVPTL
Interest income on receivables/loans at amortiped ¢ 11 0.5
Interest expense on financial liabilities at anzedi cost 11 (6.9)
Expenses and fees notincluded in effective intereste
Financial liabilities at amortized cost 11 (1.9

40. Board of Directors’ and Board of Statutory Audiors’ fees

With regard to Cairo Communication and its subsid&other than those belonging to the RCS Group,

information is presented below in aggregate forgarding the fees to Directors, Statutory Auditors,

General Managers and Key Management Personnelidiiogdo the various forms in which they were

paid:
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Key management personnel Cost of senices Personnel expense Sundry
(€ millions) payables anc
other current

liahilities

Board of Directors - fees (0.3 - -
Board of Statutory Auditors - fees 0.1) - 0.1
Chief Executive Officers (1.0) 0.7) 0.4
Key management personnel 0.2) (1.3) -
Total (1.6) (2.0) 0.5

This information is analyzed in detail in the agmiate Remuneration Report, prepared pursuanttto ar
123 ter of the TUF.

The consolidated financial statements of Cairo Caompation at 31 December 2018 also include, for
an amount of Euro 7.6 million, the fees to Diresto6tatutory Auditors, and Key Management
Personnel attributable to the RCS Group, detaideiidows:

Key management personnel Costof senices Personnel expense Sundry
(€ millions) payables anc
Board of Directors - fees 3.9 - 15
Board of Statutory Auditors - fees (0.2 - 0.2
Key management personnel - (4.0 0.1
Total (3.6) (4.0) 1.8

Regarding key management personnel as definedebg@$ Group, reference should be made to the list
in Section | of the Remuneration Report approvedhey Shareholders’ Meeting of RCS MediaGroup
S.p.A. of 26 April 2018 and published on the weabsitvw.rcsmediagroup.it.

41. Transactions deriving from atypical and/or unusial or non-recurring transactions

Pursuant to CONSOB Communication of 28 July 2006 DEM/6064296, it should be noted that in
2018 the Cairo Communication Group did not engagany atypical and/or unusual transactions as
defined by the above Communication.

The consolidated income statement also includesrexurring expense and income that had a net

positive impact on the consolidated result forybar of Euro 0.2 million net of tax.
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Events after the reporting period and the busineisok are commented on in the Directors’ Report.

42. Events after the reporting period and businessutlook
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APPENDIX 1
CAIRO COMMUNICATION GROUP COMPANIES

The tables below list all Cairo Communication Groapmpanies, showing the company name,
registered office, quota capital, and shares hettether directly or indirectly, by the Parent Cairo

Communication S.p.A. and by each subsidiary, thresalidation method.

Companies consolidated line-by-line

Company Registered Share capital at Currency Investing company % Direct % Business Consolidation
office 31/12/18 interest Consolid. segment method
Cairo Communication S.p.A. Milan 6,989,663  Euro Advertising Full
Cairo Editore S.p.A. Milan 1,043,256 Euro Cairo Comination S.p.A. 99.95 99.95 Publishing Full
;i})s'p'A' (former La Rome 1,020,000 Euro  Cairo Communication S.p.A. 100.00 0.a® TV publishing Full
Cairo Pubblicita S.p.A. Milan 2,818,400 Euro Cairo Conmigation S.p.A. 100.00 100.00  Advertising Full
Cairo Network S.r.l. Milan 5,500,000 Euro Cairo Comnaation S.p.A. 100.00 100.00 Network operator Full
Cairo Publishing S.r.l. Milan 10,000 Euro Cairo Comnuation S.p.A. 100.00 100.00 Publishing Full
Il Trovatore S.r.l. Milan 25,000 Euro Cairo CommunicatiS.p.A. 80.00 80.00 Internet Full
Diellesei S.r.l. (in liquidation) Milan 10,000  Euro {@BmaCommunication S.p.A. 60.00 60.00  Advertising Full
Edizioni Anabasi S.r.I. Milan 10,200  Euro Cairo Edé@.p.A. 100.00 99.95 Publishing Full
RCS MediaGroup S.p.A. Milan 270,000  Euro Cairo Comration S.p.A. 59.69 59.69 Publishing Full
Eﬁi;?g;or Sl Milan 100,000 Euro  RCS Mediagroup S.p.A. 90.00 53.72  tdtay Full
RCS Digital Ventures S.r.l. Milan 118,000 Euro RCS Nagobup S.p.A. 100.00 59.69  Multimedia Full
MyBeautyBox S.r.l. Milan 10,000  Euro RCS Digital Vengs s.r.l. 60.00 35.81  Multimedia Full
Blei S.r.l. in liquidation Milan 1,548,000  Euro RCS HNliagroup S.p.A. 100.00 59.69  Advertising Full
RCS Produzioni S.p.A. Roma 1,000,000 Euro RCS Medias@p.A. 100.00 59.69 Production Full
;Cf:md”m”i Milan Milan 1,000,000 Euro  RCS MediaGroup S.p.A. 100.00 59.6Production Ful
g‘;ls:md”zmm Padoy Milan 500,000 Euro  RCS Mediagroup S.p.A. 100.00 59.69 odBetion Full
g_‘:_rl'_sorz o Milano Maratho 20,000 Euro  RCS Sport Sp.A. 100.00 5069  Services Full
RCS Sport S.p.A. Milan 100,000  Euro RCS Mediagroup/s.p 100.00 59.69 Services Full

Societa Sportiva
Dilettantistica RCS Active Milan 10,000 Euro RCS Sport S.p.A. 100.00 59.69 Services Full
Team-SSD RCS AT ar.l.
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Company Registered Share capital at Currency Investing company % Direct % Business Consolidation
office 31/12/18 interest Consolid. segment method
RCS Eventi Sportivi s.r.l. Milan 10,000  Euro RCS M@&liaup S.p.A. 100.00 58.69 Services Full
Digital Factory S.r.l. Milano 500,000 Euro Digicast $\p 100.00 59.69 Television Full
Sfera Service S.r.l. Milano 52,000 Euro RCS Mediagr8uyp.A. 100.00 59.69 Services Full
RCS Edizioni Locali S.r.l. Milan 1,002,000  Euro RCS dfagroup S.p.A. 100.00 59.69 Publishing Full
E”r"tl(’”a'e DelMezzogom i 1,000,000 Euro  RCSMediagroup Sp.A. 100.00 59.6ePublishing Full
Trovolavoro S.r.l. Milano 674,410 Euro RCS Mediagroup.8. 100.00 59.69  Advertising Full
Digicast S.p.A. Milano 211,560  Euro RCS MediaGroup &.p. 100.00 59.69 Television Full
(S:T_"a' Mundo Radio Catalul g o1ona 3010 Euro  Unidad Editorial S.A. 99.99 5068  diga Ful
Corporacion Radiofonica Unedisa Comunicaciones
Informacion y Deporte Madrid 900,120  Euro SLU 100.00 59.68 Radio Full
S.L.U. B
Ediciones Cénica S.A. Madrid 432,720  Euro Unidad Edi@.A. 99.40 59.33 Publishing Full
Ediservicios Madrid 200 Madrid 601,000 Euro Unidad Editorial Revista 100.00 5068 Publishing Ful
S.L.U. S.L.U.
Editora De Medios De Valencia 1,732,345  Euro Unidad Editorial S.A. 87.23
\éaalse:eﬁ;;@iame Y Unidad Editorial Informacion 11.22 58.76 Publishing Ful
o General S.L.U. )
A Esfera dos Livros S.L.U. Lisboa 5,000 Euro La Esfigdos Libros S.L. 100.00 44.76 Publishing Full
La Esfera de los Libros S.L. Madrid 48,000 Euro Uniétaitorial S.A. 75.00 44.76 Publishing Full
Informacién Estadi . Unidad Editorial Informaciol L
Deportivo S.A. Sevila 154,340  Euro Deportiva S.L.U. 84.97 50.71 Publishing Full
Last Lap SL. Madrid 6,010 Euro -nidad Editorialinformacior 5, 59.68  Services Full
Deportiva S.L.U.
Last Lapsol_rga"'gao ¢ Lisboa 30,000 Euro  LastLap S.L. 99.67
eventos S.L. . o " 59.68 Services Full
Unidad Editorial Informaciol 033
Deportiva S.L.U. )
Logintegral 2000 S.A.U. Madrid 500,000 Euro Unidad Bd#l S.A. 100.00 59.68  Distribution Full
grl‘_eﬂ'sa Comunicacion: Madrid 610,000 Euro  Unidad Editorial S.A. 100.00 59.68  Imedia Full
grl‘_eg'sa Telecomunicacion - g 1,100,000 Euro  Unidad Editorial S.A. 100.00 59.68M ultimedia Full
Unedisa Telecomunicacion Valencia 3010  Euro Unedisa Telecomunicacion 51.16 3053 Multimedia Full
de Levante S.L. S.L.U.
Unidad Editorial S.A. Madrid 125,896,898  Euro RCS Mertiap S.p.A. 99.99 59.68 Publishing Full
Unidad Liberal Radio S.L. M adrid 10,000  Euro UnidadtBdal S.A. 55.00 32.83  Multimedia Full
Unidad de Medios Digitale 14 3000 Euro  Unidad Editorial SA. 50.00 2084  Adising Full

S.L.
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Company Registered Share capital at Currency Investing company % Direct % Business segment Consolidation
office 31/12/18 interest Consolid. method
Unidad Editorial Informacion ., 44 4,423,043 Euro Unidad Editorial S.A. 100.00 59.68 Multimedia Full
Deportiva S.L.U.
Unidad Editorial Informacion - 14 102,120 Euro Unidad Editorial S.A. 100.00 59.68  bRhing Full
Economica S.L.U.
Unidad Editorial Formacio Madrid 1,693,000 EurOlSJnewsa Telecomunicacion 100.00 50.68 Television Full
S.L.U. LU
Unidad Editorial Informacior 44 102,120 Euro Unidad Editorial S.A. 100.00 50.68  bRhing Full
General S.L.U.
Unidad Editorial Juegos S.A. Madrid 100,000 Euro Unilaitorial S.A. 100.00 59.68 Multimedia Full
g?_"ijad Bditorial Revista g 1,195,920 Euro Unidad Editorial SA. 100.00 59.68 Publishing Full
Veo Television S.A. Madrid 769,824 Euro Unidad Editb8aA. 100.00 59.68 Television Full
Feria Bebe S.L. Barcellona 10,000 Euro Sfera Editosgsafa S.L. 60.00 35.81 Publishing Full
Sfera Direct S.L. Barcellona 3,006 Euro Sfera Editétegana S.L. 100.00 59.69 Publishing Full
Sfera Editores Espana S.L. Barcellona 174,000 Euro Rédagroup S.p.A. 100.00 59.69 Publishing Full
. . Colonia .

Sfera Editores Mexico S.A. 34,661,200 MXN RCS Mediagroup S.p.A. 100.00

Anzures 59.69 Publishing/Services Full

Sfera Service S.r.l. 0.00

Sfera France SAS Parigi 240,000 Euro Sfera Editorpsufs S.L. 66.70 39.81 Publishing Full
Hotelyo S.A. Chiasso 100,000 CHF RCS Mediagroup S.p.A. 1.06 30.44 Digital Full
RCS Sports and Bven Dubai 20,077 Euro RCS Sport S.p.A. 100.00 50.60  Services il F

DMCC
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Companies consolidated at equity

Company Registered Share capital at Currency Investing company % Direct Business Consolidation
office 31/12/18 interest segment method
Quibee S.r.l. Torino 15,873 Euro RCS Digital Ventured.s 37.00 Digital Equity
Consorzio C.S.E.D.I. Milano 103,291  Euro ’\S/IpDE Distribuzione Media 20.00 Distribution Equity
Liguria Press S.r.l. Genova 240,000 Euro ’\S/Ipr Distribuzione Media 40.00 Distribution Equity
GD Media Service S.r.l. Milano 789,474  Euro ’\S/IpD,l\s Distribuzione Media 29.00 Distribution Equity
Z,')Df Distribuzione Media 15, 6,392,727 Euro  RCS MediaGroup S.p.A. 45.00 Disttion Equity
M DM Milano Distribuzione Milano 611,765 Euro M-Dis Distribuzione Media 51.00 Distribution Equity
Media S.r.l. S.p.A.
Pieroni Distribuzione S.r.I. Milano 750,000  Euro ’\S/IpDE Distribuzione Media 51.00 Distribution Equity
TO-dis Sr.l. Milano 510,000 Euro '\S",')Df Distribuzione Media ) 5 55 pistribution Equity
Trento Press Service S.r.l. Trento 260,000 Euro'\S/I pD,l\S Distribuzione Media 36.92 Distribution Equity
Corporacion Bermont S.L. Madrid 21,003,100 Euro UniBddorial S.A. 37.00 Print media Equity
Bermont Catalonia S.A. Barcelona 60,101  Euro CorporaBiermont S.L. 100.00 Print media Equity
Bermont Impresion S.L. Madrid 321,850 Euro Corpora&enmont S.L. 100.00 Print media Equity
Calprint S.L. Valladolid 1,856,880  Euro Corporaciorri@ent S.L. 39.58 Print media Equity
Escuela de Cocina Telva S.L. Madrid 61,000 Euro Edaso@onica S.A. 50.00 Training Equity
Impresiones y distribuciones Madrid 60,101 Euro Corporacion Bermont S.L. 100.00 Prietia Equity
de Prensa Europea S.A.
. Corporacion Bermont S.L. 60.00_ . ) .

Lagar S.A. Madrid 150,253 Euro Print media Equity

Bermont Impresion S.L. 40.00
Madrid Deportes y . - .
Espectaculos S.A. (in Madrid 600,000 Euro mdad Editorialinformacion o, 0\ imedia Equity
o Deportiva S.L.U.
liquidation)
';'T_WSp“”t Impresion Digital 93,000 Euro  TF Print SA. 50.00 Print media Equity
Omniprint S.A. SZZT%’:r::la 2,790,000  Euro Corporacion Bermont S.L. 100.00 Prindiene Equity
Radio Salud S.A. Barcelona 200,782  Euro grll_egsa Comunicaciones 30.00 Radio Equity
zicapnnt Dos Hermanas Madrid 2,052,330 Euro Corporacion Bermont S.L. 100.00intRnedia Equity
Recoprint Glimar S.L.U. Madrid 1,365,140 Euro CorparadBermont S.L. 100.00 Print media Equity
Recoprint Impresion S.L.U. Madrid 3,010 Euro Corporadgermont S.L. 100.00 Print media Equity
Recoprint Pinto S.L.U. Madrid 3,652,240 Euro Corporadd®rmont S.L. 100.00 Print media Equity
Recoprint Rabade S.L.U. Madrid 1,550,010 Euro CorporeBermont S.L. 100.00 Print media Equity
Recoprint Sagunto S.L.U. Madrid 2,281,920 Euro CorpioreBermont S.L. 100.00 Print media Equity
TF Press S.L. santa Cr.uz d 3,005 Euro Corporacion Bermont S.L. 100.00 Print media  quity

Tenerife

Corporacion Bermont S.L. 75.00
TF Print SA. Sa?:ﬂg;;‘ez d 1,382,328  Euro P Print media Equity

Bermont Impresion S.L. 25.00

i i i i Unidad Editorial S.A. 45.00
Unidad lee;aII_Radlo Madri Madrid 10,000 Euro Multinedia Equity
o Libertad Digital S.A. 55.00

Inimm Due S.a.r.l. Lussemburgo 240,950 Euro RCS Media@1S.p.A. 20.00 Real Estate Equity
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Investments in other companies

Company Registered Share capital at Currency Investing company % Direct Business Consolidation
office 31/12/18 interest segment method
Auditel S.r.l. Milan 300,000 Euro La7 S.p.A. 3.33 Teldois Cost
Ansa Societa Cooperativa Roma 10,783,362 Euro RCS Mredia S.p.A. 4.38 Publishing Cost
Cefriel S.c.a.r.l Milan 1,173,393 Euro RCS Mediagroup.S. 5.46 Research Cost
Consuledit S.c.ar.l. (in Milan 20,000 Euro  RCS Mediagroup S.p.A. 1955 Publishing  Cost
liquidation)
H-Farm S.p.A. R?Tr'\cl‘;"de 8,924,165 Euro  RCS MediaGroup S.p.A 075  Services Cost
'Smr”:(’b"'are Editori Giomali o 830,462 Euro  RCS MediaGroup S.p.A 7.49 Publishing stCo
ItaliaCamp S.r.l. Roma 10,000 Euro RCS MediaGroup S.p.A 3.00 Services Cost
Mode et Finance Société par
actions simplifiée en Parigi 6,965,714  Euro RCS MediaGroup S.p.A 4.62  Clothing Cost
liquidation
Mach 2 Libri S.p.A. Peschiera B. 646,250 Euro RCS M@dimup S.p.A 19.09 Publishing Cost
Digital Magics S.p.A. Milano 7,415,086  Euro RCS Digtéantures s.r.l. 0.39 Multimedia Cost
Mperience S.r.l. Roma 26,718 Euro RCS Digital Ventwed. 2.00 Digital Cost
Fantaking Interactive S.r.l. Brescia 10,000 Euro RC@tBliVentures s.r.l. 15.00 Digital Cost
The Giras.r.l. Milano 11,111 Euro RCS Sport S.p.A. 9.255ervices Cost
Consorzio Edicola Italiana Milano 60,000 Euro RCS Mgdiap S.p.A. 16.67 Digital Cost
SportPesa ltaly S.r.l. Milano 10,000 Euro RCS Media®r&.p.A. 25.00 Multimedia Cost
Premium Publisher Network 19,426 Euro  RCS MediaGroup S.p.A. 2051 Adventsi Cost
(Consortium)
Giorgio Giorgi Srl Ca'(eF”Sa”o 1,000,000  Euro “S";)D/Ls Distribuzione Media 500 Distribution Cost
Cronos Producciones . Libertad Digital Television o
Multimedia S.LU. Madrid 3,010 Euro SA 100.00 Publishing Cost
Digicat Sis S.L. Barcelona 3,200 Euro Radio Salud S.A. 5.0Q Radio Cost
Libertad Digital S.A. M adrid 2,582,440 Euro Unidad Ediitl S.A. 1.16 Multimedia Cost
Libertad Digital Publicidad y . . L .
Marketing S.L.U Madrid 3,010 Euro Libertad Digital S.A. 100.00 Adventigi Cost
'é'bAe“ad Digtal Television ) - irig 2,600,000 Euro Libertad Digital S.A. 99.66 Tetdon Cost
Editora De Medios De
Medios de Azahar S.A. Castellon 825,500 EuroValencia, Alicante Y Castellon 6.12 Services Cost
SA.
Palacio del Hielo S.A. Madrid 185,742 Euro Unidad Ed#lcS.A. 8.53 Multimedia Cost
Suscribe S.L. Palma de 300,000 Euro  Logintegral 2000 S.A.U. 15.00 Publishing sCo
Mallorca
Wouzee Media S:.L Madrid 14,075 Euro Unidad Editoridl.S. 10.00 Multimedia Cost
13TVSA M adrid 2,974,980 Euro Unidad Editorial S.A. 50. Multimedia Cost
Yoodeal Ltd Crowborough 150,000 GBP RCS Digital Venswse.|. 2.00 Digital Cost
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ANNEX 2

RELATED PARTY TRANSACTIONS

The tables below provide details on related padgdactions of the Cairo Communication Group:

Parents Trade receivables  Other receivables Receivables from tay Other current

(€ millions) and current assets consolidation financial assets
U.T. Communication S.p.A. - - 0.9 -
Total - - 0.9

Associates Trade receivables  Other receivables Receivables from tay Other current

(€ millions) and current assets consolidation financial assets

M-DIS Distribuzione media 19.8 - - N
Total 19.8 - - -
Associates Trade payables Other payables anc  Payables from tax Other current

Equity transactions (€ millions)

current liabilities consolidation

financial liabilities

M-DIS Distribuzione media 19 - - 5.0
MDM Milano Distribuzione Media S.r.1. - - - 1.6
To-dis Sur.l. - - - 0.2
Bermont Impresion S.L. 43 - - R
Recoprint Dos Hermanas S.L.U. (Bermont Group) 1.2 - - -
Recoprint Sagunto S.L.U. (Bermont Group) 14 -
Calprint S.I. (Bermont Group) 0.8 - - R
Omniprint S.A. (Bermont Group) 0.7 - - -
Bermont Catalonia S.A. (Bermont Group) 1.1 - - -
TF Print S.A. (Bermont Group) 0.6 - - R
Recoprint Rabade S.L.U. (Bermont Group) 1.0 - - -
Recoprint Impresion S.L.U. (Bermont Group) 0.1 - - -
Total 13.1 - - 6.8

Companies subject to the control of parents

Trade receivables

Other receivables Receivables from tay

Other current

(€ millions) and current assets consolidation financial assets
Torino FC S.p.A. 0.9 - - R
Total 0.9 -
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Companies subject to the control of parents

Trade payables

Other payables anc

Payables from tax

Other current

(€ millions) current liabilities consolidation financial liabilities
Torino FC S.p.A. 6.2 - - -
Total 6.2 - - -

Other related parties

Trade receivables

Other receivables Receivables from tay

Other current

(€ millions) and current assets consolidation financial assets
Della Valle Group companies 11 - - R

Pirelli Group companies - - - -

Total 1.1 - - -

Associates Operating revenue Operating costs Financial income  Fiancial expense
(€ millions)

M-DIS Distribuzione media 280.2 (85.8) 0.1

MDM Milano Distribuzione Media S.r.I. - (0.2) - -

Bermont Impresion S.L. 1.6 (6.4) - -
Recoprint Dos Hermanas S.L.U. (Bermont Group) - (2.8) - -

Recoprint Sagunto S.L.U. (Bermont Group) - (2.3) - -

Calprint S.I. (Bermont Group) - (2.3) - -

Omniprint S.A. (Bermont Group) - (1.1) - -

Bermont Catalonia S.A. (Bermont Group) - (2.0) - -

TF Print S.A. (Bermont Group) - (1.3) - -

Recoprint Rabade S.L.U. (Bermont Group) - (1.9) - -

Radio Salud S.A. 0.1 (0.7) - -
Recoprint Impresion S.L.U. (Bermont Group) - (0.2) - R

Total 281.9 (106.9) 0.1

Companies subject to the control of parents
(€ millions)

Operating revenue

Operating costs

Financial income

Fiancial expense

Torino FC S.p.A.

0.3

(3.6)

Total

0.3

(3.6)

Other related parties
(€ millions)

Operating revenue

Operating costs

Financial income

Fiencial expense

Della Valle Group companies 2.0 - - R
Pirelli Group companies 0.1 - - R
Supplementary Pension Fund for Senior Manag - (0.3) - -
Total 2.1 0.3) - -
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Appendix

Information pursuant to Article 149-duodecies of CONSOB Issuer Regulations

The following summary, prepared pursuant to ar®-fidt of CONSOB Issuer Regulations, shows the

fees for the current period for auditing serviced &r non-audit services provided by the Indepenhde

Auditors.

(€ milions) Senvices provided by Fees for the year
Audit

Parent - Cairo Communication S.p.A. KPMG S.p.A. 10.
Subsidiaries - excluding RCS MediaGroup and sub&di KPMG S.p.A. 20.
Other senices

Parent - Cairo Communication S.p &) KPMG (*) 0.1
Subsidiaries (***) KPMG (*) 0.1
Total 0.5

(*) Other companies included in the network of KPN®.A.

(**) Risk assessment servicenethodological support and assistance to Manageimempdating the mapping of corporate risks antesting
activities under Law 262/05 and related gap anslysiethodological support and assistance to Manageim the reporting of non-financial
information. Other services include the limited iwd the Consolidated Non-Financial Statementhef €airo Communication Group.

(***) Risk assessment and gap analysis services asfphe process of updating the Model pursuant tadlative Decree 231/01, assistance
to Managemenin testing activities under Law 262/05 and related gaglysis, methodological support and assistandéatoagement in the

reporting of non-financial information.

Auditing and other services to RCS MediaGroup dadsibsidiaries are provided by the Independent

Auditors Deloitte & Touche S.p.A. as shown in thblé below:

(€ millions) Senices provided by Fees for the year
Audit

RCS MediaGroup S.p.A. Deloitte & Touche S.p.A. 0.4
Subsidiaries Deloitte & Touche S.p.A. 0.5
Other services (*)

RCS MediaGroup S.p.A. Deloitte & Touche S.p.A. 0.0
Subsidiaries Deloitte & Touche S.p.A. 0.0
Total 0

(*) These include certification services relating te @onsolidated Non-Financial Statement of RCS Mextiap (Euro 19 thousand); and other consultingisesv

provided to a Spanish subsidiary of RCS MediaGi@&yo 26 thousand).
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Certification of the consolidated financial statemats pursuant to article 81 ter
of CONSOB Regulation no. 11971 of 14 May 1999 aslsequently amended
and supplemented

1. The undersigned Urbano Roberto Cairo, as Chaiiwhdime Board of Directors, and Marco Pompignoli,
as Financial Reporting Manager of Cairo Communicats.p.A., also in accordance with art. 154 bis,

paragraphs 3 and 4 of Legislative Decree no. SBldfebruary 1998, certify:
« the adequacy of the characteristics of the Compad

« the effective application of administrative ancteunting procedures for the preparation of the8201

consolidated financial statements.
2. We also certify that:
2.1 the consolidated financial statements at 3lebder 2018:

a) have been prepared in compliance with InternatiGii@ancial Reporting Standards endorsed by
the European Union, pursuant to EEC Regulation1606/2002 of the European Parliament and
Council, of 19 July 2002,

b) are consistent with the accounting records and $obkhe Company,

c) give a true and fair view of the financial positiand results of operations of the Issuer and the
companies included in the scope of consolidation;
2.2 the Directors’ Report contains a reliable asialypn performance and operating results, as wetina
the position of the Issuer and on the companiekidied in the scope of consolidation, together veith

description of the principal risks and uncertaisitieey are exposed to.

Milan, 26 March 2019

For the Board of Directors Financial Reporting hger
Chairman
(Urbano Roberto Cairo) (Marco Pompignoli)
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KPMG S.p.A.

Revisione e organizzazione contabile
Via Vittor Pisani, 25

20124 MILANO MI

Telefono +39 02 6763.1

Email it-fmauditaly@kpmg.it

PEC kpmgspa@pec.kpmag.it

(Translation from the Italian original which remains the definitive version)

Independent auditors’ report pursuant to article 14 of
Legislative decree no. 39 of 27 January 2010 and article 10
of Regulation (EU) no. 537 of 16 April 2014

To the shareholders of
Cairo Communication S.p.A.

Report on the audit of the consolidated financial statements

Opinion

We have audited the consolidated financial statements of the Cairo Communication
Group (the “Group”), which comprise the consolidated income statement at 31
December 2018, the consolidated statements of comprehensive income, financial
position, cash flows and changes in equity for the year then ended and notes thereto,
which include a summary of the significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the
financial position of the Cairo Communication Group as at 31 December 2018 and of
its financial performance and cash flows for the year then ended in accordance with
the International Financial Reporting Standards endorsed by the European Union and
the Italian regulations implementing article 9 of Legislative decree no. 38/05.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA
Italia). Our responsibilities under those standards are further described in the
“Auditors’ responsibilities for the audit of the consolidated financial statements” section
of our report. We are independent of Cairo Communication S.p.A. (the “Company”) in
accordance with the ethics and independence rules and standards applicable in Italy
to audits of financial statements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.
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Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in the audit of the consolidated financial statements of the current year.
These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a

separate opinion on these matters.

Recoverability of the carrying amount of goodwill and intangible assets with an

indefinite useful life

Notes to the consolidated financial statements: Note 16 “Intangible assets”

Key audit matter

Audit procedures addressing the key
audit matter

The consolidated financial statements at 31
December 2018 comprise intangible assets
of €994.0 million, including goodwill of
€198.5 million, trademarks and daily
newspaper titles with an indefinite useful life
of €644.0 million and television and radio
licences with an indefinite useful life of €12.6
million.

The Group tests the carrying amounts of
goodwill and other intangible assets with an
indefinite useful life for impairment at least
annually and whenever there are indicators
of impairment, by comparing them to the
related recoverable amounts.

The Group calculated the recoverable
amount of goodwill and intangible assets
with an indefinite useful life by estimating
their value in use, using a method that
discounts their expected cash flows. The
model is very complex and entails the use of
estimates which, by their very nature, are
uncertain and subjective, about:

— the expected cash flows, calculated by
taking into account the general
economic performance and that of the
Group’s sector, the actual cash flows for
past years and the projected growth
rates;

— the financial parameters used to
calculate the discount rate.

For the above reasons and due to the
materiality of the relevant captions, we
believe that the recoverability of the carrying
amount of goodwill and intangible assets
with an indefinite useful life is a key audit
matter.

Our audit procedures included:

— understanding the process adopted for

impairment testing approved by the
Company’s board of directors.

— understanding the process adopted to

prepare the forecasts from which the
expected cash flows used for impairment
testing have been derived;

— analysing the reasonableness of the

assumptions used by the Group to
prepare the forecasts;

— checking any discrepancies between the

previous year forecast and actual
figures, in order to check the accuracy of
the estimation process;

— comparing the expected cash flows used

for impairment testing to those used for
the forecasts and analysing the
reasonableness of any discrepancies;

— involving experts of the KPMG network

in the assessment of the
reasonableness of the impairment
testing model and related assumptions,
including by means of a comparison with
external data and information;

— checking the sensitivity analysis

presented in the notes in relation to the
key assumptions used for impairment
testing;

— assessing the appropriateness of the

disclosures provided in the notes about
the recoverability of goodwill and
intangible assets with an indefinite useful
life.
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Measurement of deferred tax assets and liabilities

Notes to the consolidated financial statements: Notes 20 “Deferred tax assets” and 29
“Provisions for risks and charges and provision for deferred tax”

Key audit matter

Audit procedures addressing the key
audit matter

The consolidated financial statements at 31
December 2018 include deferred tax assets
of €103.0 million, of which €38.4 million and
€64.6 million relating to tax losses carried
forward and temporary differences,
respectively, and deferred tax liabilities of
€165.3 million.

The Group calculated the recoverable
amount of deferred tax assets and the
settlement amount of deferred tax liabilities
considering many factors, including:

— the calculation of temporary differences
and tax losses carried forward;

— the estimated taxable profits based on
forecasts and assumed tax adjustments;

— the effect of the domestic tax
consolidation scheme.

Measuring these captions entails the use of
estimates which, by their very nature, are
uncertain and subjective.

For the above reasons and due to the
materiality of the relevant captions, we
believe that the measurement of deferred tax
assets and liabilities is a key audit matter.

Our audit procedures included:

— understanding the process used to
estimate the deferred tax assets’
recoverable amount and the deferred
tax liabilities’ settlement amount;

— analysing the reasonableness of the
assumptions used by the Group to
prepare the forecasts;

— checking any discrepancies between the
previous year forecast and actual
figures, in order to check the accuracy of
the estimation process;

— checking the consistency between
forecasts and estimated taxable profits;

— assessing the appropriateness of the
disclosures provided in the notes about
the measurement of deferred tax assets
and liabilities.

Recognition of advertising revenue

Notes to the consolidated financial statements: Note 1 “Net revenue”

Key audit matter

Audit procedures addressing the key
audit matter

The consolidated financial statements at 31
December 2018 include net advertising
revenue of €560.9 million, of which €405.8
million relating to the RCS MediaGroup
Group.

The Group recognises revenue from
contracts with customers differently
depending on when control over the goods
or services is transferred to the customer
and on the type of consideration to which it is
entitled.

Our audit procedures included:

— understanding the process for the
recognition of advertising revenue and
the related IT environment;

— assessing the design, implementation

and operating effectiveness of controls
deemed material for the purposes of our
audit;
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Specifically, with respect to the advertising — comparing the main components of

services: advertising revenue to the budgeted and

— they are numerous and the contract previous year figures an(_j discussing the
terms applied to customers vary results with the relevant internal
significantly while the IT systems used to departments;

recognise advertising revenue are
complex;

revenue from the sale of advertising
space is recognised based on the
advertisement’s circulation date or

checking the consistency of the 2018
sales of advertising space recorded in
the management account system with
the advertising revenue figures
recognised in the consolidated financial

newspaper's/magazine’s publication statements;

date in the traditional media segment — checking the documentation supporting
and on the advertisement’s circulation or a sample of sales of advertising space,
publication date in the digital segment. selected on the basis of their volumes

For the above reasons and considering the and timing and checking whether the

materiality of the caption, we believe that the service has been actually provided and

recognition of advertising revenue, and the related revenue correctly recognised

especially its accuracy and accruals-based on an accruals basis;

accounting, are a key audit matter. — assessing the disclosures provided in
the notes about the recognition of
advertising revenue.

Responsibilities of the Company’s directors and board of statutory auditors
(“Collegio Sindacale”) for the consolidated financial statements

The directors are responsible for the preparation of consolidated financial statements
that give a true and fair view in accordance with the International Financial Reporting
Standards endorsed by the European Union and the Italian regulations implementing
article 9 of Legislative decree no. 38/05 and, within the terms established by the Italian
law, for such internal control as they determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud
or error.

The directors are responsible for assessing the Group’s ability to continue as a going
concern and for the appropriate use of the going concern basis in the preparation of
the consolidated financial statements and for the adequacy of the related disclosures.
The use of this basis of accounting is appropriate unless the directors believe that the
conditions for liquidating the Company or ceasing operations exist, or have no realistic
alternative but to do so.

The Collegio Sindacale is responsible for overseeing, within the terms established by
the Italian law, the Group’s financial reporting process.

Auditors’ responsibilities for the audit of the consolidated financial
statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISA Italia will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
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or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISA lItalia, we exercise professional judgement
and maintain professional scepticism throughout the audit. We also:

— identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control;

— obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Group’s internal control;

— evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the directors;

— conclude on the appropriateness of the directors’ use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Group to cease to continue as a going concern;

— evaluate the overall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consolidated
financial statements represent the underlying transactions and events in a manner
that achieves fair presentation;

— obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction,
supervision and performance of the Group audit. We remain solely responsible for
our audit opinion.

We communicate with those charged with governance, identified at the appropriate
level required by ISA Italia, regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have
complied with the ethics and independence rules and standards applicable in Italy and
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the consolidated financial
statements of the current year and are, therefore, the key audit matters. We describe
these matters in our auditors’ report.

Other information required by article 10 of Regulation (EU) no. 537/14

On 28 April 2011, the Company’s shareholders appointed us to perform the statutory
audit of its separate and consolidated financial statements as at and for the years
ending from 31 December 2011 to 31 December 2019.

We declare that we did not provide the prohibited non-audit services referred to in
article 5.1 of Regulation (EU) no. 537/14 and that we remained independent of the
Company in conducting the statutory audit.

We confirm that the opinion on the consolidated financial statements expressed herein
is consistent with the additional report to the Collegio Sindacale, in its capacity as
audit committee, prepared in accordance with article 11 of the Regulation mentioned
above.

Report on other legal and regulatory requirements

Opinion pursuant to article 14.2.e) of Legislative decree no. 39/10 and article
123-bis.4 of Legislative decree no. 58/98

The Company’s directors are responsible for the preparation of the Group’s directors’
report and report on corporate governance and ownership structure at 31 December
2018 and for the consistency of such reports with the related consolidated financial
statements and their compliance with the applicable law.

We have performed the procedures required by Standard on Auditing (SA Italia) 720B
in order to express an opinion on the consistency of the directors’ report and the
specific information presented in the report on corporate governance and ownership
structure indicated by article 123-bis.4 of Legislative decree no. 58/98 with the Group’s
consolidated financial statements at 31 December 2018 and their compliance with the
applicable law and to state whether we have identified material misstatements.

In our opinion, the directors’ report and the specific information presented in the report
on corporate governance and ownership structure referred to above are consistent
with the Group’s consolidated financial statements at 31 December 2018 and have
been prepared in compliance with the applicable law.

With reference to the above statement required by article 14.2.e) of Legislative decree
no. 39/10, based on our knowledge and understanding of the entity and its
environment obtained through our audit, we have nothing to report.



Cairo Communication Group
Independent auditors’ report
31 December 2018

Statement pursuant to article 4 of the Consob regulation implementing
Legislative decree no. 254/16

The directors of Cairo Communication S.p.A. are responsible for the preparation of a
consolidated non-financial statement pursuant to Legislative decree no. 254/16. We
have checked that the directors had approved such consolidated non-financial
statement. In accordance with article 3.10 of Legislative decree no. 254/16, we
attested the compliance of the non-financial statement separately.

Milan, 29 March 2019

KPMG S.p.A.
(signed on the original)

Francesco Cuzzola
Director of Audit
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Income statement at 31 December 2018

Net revenue

Other revenue and incol
Services

Use of third-party assets
Personnel expense

Amortization, depreciation, provisions and impaintiesses
Other operating costs

EBIT

Net financial income (expense)
Income (loss) on investments
Profit (loss) before tax

Tax

Profit from continuing operations

Loss from discontinued operations

Profit for the year

Statement of comprehensive income at 31 Decemberl®0

Profit for the year

Other reclassifiableitems of the comprehensive income statement
Profit (loss) from the measurement of availablesiale financial

assets
Tax effect

Other non-reclassifiabl e items of the comprehensive income statement

Actuarial profit (loss) from defined benefit plans
Tax effect

Total comprehensive income

2018 2017
6,909,959 105,521,825
705,87 1,153,96

(3,499,490) (102,690,142)
(749,685) (749,363)
(3,172,666) (3,156,437)
(208,191) (262,238)
(83,168) (146,545)
(97,363 (328,931
(482,517) (477,416)
7,101,262 8,283,067
6,521,382 7,476,720
(63,288 (170,622
6,458,094 7,306,098
0 (47)
6,458,094 7,306,051
2018 2017
6,458,094 306,051
6,199 (64,675)
(1,488) 15522
6,462,805 7,256,898
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Statement of financial position

E:erets Notes 31 December 2018 31 December 2017
Property, plant and equip ment 9 266,096 332,728
Intangible assets 10 181,675 210,891
Investments 11 328,977,658 328,925,736
Other non-current financial assets 12 24,225,042 16,812,638
Prepaid tax assets 13 3,589,131 3,034,589
Total non-current assets 357,239,602 349,316,582
Trade receivables 14 419,269 669,277
Receivables from parents 22 155,719 155,719
Receivables from subsidiaries 15 48,334,151 48,394,532
Sundry receivables and other current assets 16 871,955 1,946,097
Cash and cash equivalents 17 4,304,578 6,557,226
Total current assets 54,085,672 57,722,851
Total assets 411,325,273 407,039,434
Equity and liabilities 31 December 2018 31 December 2017
Share capital 18 6,989,663 6,989,663
Share premium reserve 18 236,435,654 242,802,345
Retained earnings 18 89,055 323,737
Other reserves 18 1,639,669 1,408,587
Treasury shares 18 (2,352) (2,352)
Profit for the year 18 6,458,094 7,306,051
Total equity 251,609,783 258,828,031
Non-current financial payables and liabilities 17 40,000,000 78,200,000
Post-employment benefits 19 1,395,072 1,346,887
Provisions for risks and charges 20 177,251 177,251
Total non-current liabilities 41,572,323 79,724,138
Trade payables 21 2,974,727 3,321,926
Payables to subsidiaries 23 72,150,636 62,909,118
Financial payables to subsidiaries 24 40,030,685 -
Tax payables 25 847,867 237,138
Other current liabilities 26 2,139,252 2,019,083
Total current liabilities 118,143,167 68,487,265
Total liabilities 159,715,490 148,211,403
Total equity and liabilities 411,325,273 407,039,434

167



Statement of cash flows

Euro/000

2018 2017
CASH AND CASH EQUIVALENTS 6,557 4,431
OPERATIONS
Profit 6,458 7,306
Amortization, depreciation, provisions and impairment losses 208 262
Impairment losses on investments 28 207
Net financial income (6,647) 8,012)
Income tax 63 171
Change in post-employment benefits 48 150
Change in provisions for risks and charges 0 0
Cash flow from operations before changes in working capital 159 83
(Increase) decrease in trade and other receivables 830 (1,907)
Increase (decrease) in payables to suppliers and other liabilities 9,046 7,874
TOTAL CASH FLOW FROM OPERATIONS 10,035 6,049
Income tax paid (40) 0
Financial expense paid (482) 477)
TOTAL NET CASH FROM OPERATIONS (A) 9,513 5,572
INVESTING ACTIVITIES
(Acquisition) net disposals of PPE and intangible assets (112) (118)
Interest and financial income received 0 1
Dividends received 7,129 8,489
Net (increase) in other non-current assets (6,937) (5,050)
NET CASH USED IN INVESTING ACTIVITIES (B) 79 3,322
FINANCING ACTIVITIES
Dividends paid (13,441) (6,720)
Increase (decrease) in financial payables 1,831 0
Other changes in equity (234) 49)
NET CASH USED IN FINANCING ACTIVITIES (C) (11,845) (6,769)
NET CASH FLOW OF THE YEAR (A) + (B) + (C) (2,252) 2,126
NET CASH AND CASH EQUIVALENTS CLOSING BALANCE 4,305 6,557
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Statement of changes in equity

(€ thousands) Share capital Share premium Retained Other reserves Treasury shares Profit for the year Eqity

reserve earmnings
Balance at 31 December 2015 4,074 30,495 414 1,057 ) 8,110 44,148
Allocation of profit 8,110 (8,110) 0
Dividend distribution (7,559) (8,110) (15,669)
Actuarial profit (loss) from defined benefit plans (10) 10 0
Share capital increase to service the OPAS on RCS
MediaGroup S.p.A. 2,916 224,121 227,037
Ancillary costs to the capital increase net ofefigct (4,255) (4,255)
Total comprehensive profit for the year 7,031 7,031
Balance at 31 December 2016 6,990 242,802 404 1,057 (2) 7,041 258,292
Allocation of profit 6,689 352 (7,041) 0
Dividend distribution (6,720) (6,720)
Actuarial profit (loss) from defined benefit plans (49) 49 0
Total comprehensive profit for the year 7,257 7,257
Balance at 31 December 2017 6,990 242,802 324 1,409 (2) 7,306 258,828
Effects from the application of IFRS 9 (239) (239)
Adjusted balance at 31 December 2017 6,990 242,802 84 1,409 @) 7,306 258,588
Allocation of profit 7,075 231 (7,306) 0
Dividend distribution (6,366) (7,075) (13,441)
Actuarial profit (loss) from defined benefit plans 5 5) 0
Total comprehensive profit for the year 6,463 6,463
Balance at 31 December 2018 6,990 236,436 89 1,640 2) 6,458 251,610
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Income statement pursuant to CONSOB Resolution nd.5519 of 27 July 2006

2018 Related parties % of total 2017 Relatedpies % of total
Euro
Notes
@] *
Net revenue 1 6,909,959 6,880,725 99.58% 105,521,825 105,489,773 99.97%
Other revenue and income 2 705,878 616,594 87.35% 1,153,969 669,563 58.0%
Senvices 3 (3,499,490) (241,540) 6.9% (102,690,142) (95,828,901) 3.3%
Use of third-party assets 3 (749,685) (653,291) 87.1% 49,363) (358,000) 47.8%
Personnel expense 4 (3,172,666) (3,156,437)
Amortization, depreciation, provisions and
impairment losses 5 (208,191) (262,238)
Other operating costs 3 (83,168) (146,545)
EBIT (97,363) (328,931)
Net financial income (expense) 6 (482,517) (30,685) 4%6. (477,416)
Income (loss) on investments 7 7,101,262 7,101,262  0%60. 8,283,067 8,283,067 100.0%
Profit (loss) before tax 6,521,382 7,476,720
Tax 8 (63,288) (170,622)
Profit from continuing operations 6,458,094 7,306,098
Loss from discontinued operations - - (47) 47) 100.0%
Profit for the year 6,458,094 7,306,051

(*) Related party transactions are analyzed in \28te
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Statement of financial position pursuant to CONSOBResolution no. 15519 of 27 July 2006

Euro
Assets 31 December 2018 Related parties % of total 31 December 2017 Related parties % of total
) )
Property, plant and equipment 266,096 332,728
Intangible assets 181,675 210,891
Investments 328,977,658 328,977,658 100.0% 328,925,736 328,925,736 100.0%
Non-current financial assets 24,225,042 24,223,326 99.99% 16,812,638 16,800,000 99.9%
Deferred tax assets 3,589,131 3,034,589
Total non-current assets 357,239,602 349,316,582
Trade receivables 419,269 61,000 14.5% 669,277 30,500 4.6%
Receivables from parents 155,719 155,719 100.0% 155,719 155,719 100.0%
Receivables from subsidiaries 48,334,151 48,334,151 100.0% 48,394,532 48,394,532 100.0%
Sundry receivables and other current assets 871,955 1,946,097
Cash and cash equivalents 4,304,578 6,557,226
Total current assets 54,085,672 57,722,851
Total assets 411,325,273 407,039,434
Equity and liabilities 31 December 2018 31 December 2017
Share capital 6,989,663 6,989,663
Share premium reserve 236,435,654 242,802,345
Retained earnings 89,055 323,737
Other reserves 1,639,669 1,408,587
Treasury shares (2,352) (2,352)
Profit for the year 6,458,094 7,306,051
Total equity 251,609,783 258,828,031
Non-current financial payables and liabilities 40,000,000 78,200,000
Post-employment benefits 1,395,072 1,346,887
Provisions for risks and charges 177,251 142,001 80.1% 177,251 142,001 80.1%
Total non-current liabilities 41,572,323 79,724,138
Trade payables 2,974,727 16,554 0.6% 3,321,926 16,554 0.5%
Payables to subsidiaries 72,150,636 72,150,636 100.0% 62,909,118 62,909,118 100.0%
Financial payables to subsidiaries 40,030,685 40,030,685 100.0% -
Tax payables 847,867 237,138
Other current liabilities 2,139,252 2,019,083
Total current liabilities 118,143,167 68,487,265
Total liabilities 159,715,490 148,211,403
Total equity and liabilities 411,325,273 407,039,434

(*) Related party transactions are analyzed in \8te
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS AS AT AN D FOR THE YEAR
ENDED 31 DECEMBER 2018

Main activities

Cairo Communication S.p.A. (the Parent or the Cargpas a joint-stock company listed in the Milan

Company Register.

The Cairo Communication Group (the Group) operatea publisher of magazines and books (Cairo Editor
- and its division Editoriale Giorgio Mondadori ac Cairo Publishing), as a TV publisher (La7), as a
multimedia advertising broker selling advertisiimge and space on television, in print media anstadiums
(Cairo Communication and Cairo Pubblicitd), as @ligher of dailies and magazines (weeklies and
monthlies) in Italy and Spain through RCS Media@@RCS), also active in the organization of majorla
sporting events, as a publisher of electronic aun{ Trovatore), and as a network operator (Cairo
Network).

The registered office of Cairo Communication S.pi$\in Corso Magenta 55, Milan. The administrative
offices, the advertising sales units and Il Trovatand Cairo Network are located in Via RizzoliMi]an.
The magazine publishing business is managed atfftoes of Cairo Editore in Corso Magenta 55, Milan
The publishing business of La7 is managed mainlRame at the registered offices and the TV studios
La7 S.p.A. in Via della Pineta Sacchetti 229 and Wovaro 32, respectively. RCS activities are nyainl

carried out in Via Rizzoli 8 and Via Solferino 28ilan, and in Avenida San Luis 25, Madrid.

The income statement and the statement of finapcisition are presented in Euro, while the statérnén
cash flows, the statement of changes in equitythacamounts in these notes are presented in thosisdn

Euro.

As the Parent, Cairo Communication S.p.A. has plgpared the consolidated financial statementhef t

Cairo Communication Group at 31 December 2018.

Basis of preparation

Structure, form and content of the financial stapta

The separate financial statements of Cairo Commatinit S.p.A. at 31 December 2018 have been prepared
in accordance with IFRS issued by the Internatigk@ounting Standard Board (“IASB”) and endorsed by
the European Union, as well as with the provisiarsing from art. 9 of Legislative Decree no. 3&20The
term IFRS is used to mean all the internationabanting standards (“IAS”), and all the interpredat of the
International Financial Reporting Interpretatioren@nittee (“IFRIC”), formerly the Standing Interpagibns
Committee (“SIC").

For completeness of information, the following axeeare supplied as an integral part of these Notes
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- Annex 1: List of investments in direct subsidiaries

- Annexes 2 and 3: Summary figures of the draft foranstatements of direct subsidiaries at 31
December 2018;

- Annexes 4 and 5: Summary figures of the most réceaqiproved financial statements of direct

subsidiaries.

The separate financial statements are preparedgoinmg concern basis. The Company believes that eve
the presence of a difficult economic and financlahate, significant uncertainties do not exist aéined by
paragraphs 25 and 26 of IAS 1) as to the Compaatyl#y to continue as a going concern, also gileth
the profitability outlook of the Company and theoGp and its financial position.

Financial statements schedules

Theincome statementis presented by nature, highlighting interim opiegatesults and pre-tax results, and,
in order to allow a better measure of ordinary aperg management performance. Furthermore, cost and
revenue components deriving from events or traimacivhich, by their nature or size, are considerea-
recurring, are also separately identified in theaficial statements and the notes. These transactisa fall
under the definition of non-recurring events arahgactions as per CONSOB Communication No. 6064293
of 28 July 2006.

The income statement effect of discontinued opematis shown in a single line of the income statéme

named “Profit/loss from discontinued operationsider IFRS 5.

Thestatement of comprehensive incomalso reflects thechanges arising from transactions with non-

owners$- separately showing the relevant tax effectst tha

- profit and loss that could be directly recognidzadequity (for instance, actuarial losses from the

measurement of defined benefit plans);
- the effects of the measurement of derivativerimsents hedging future cash flows;
- the effects of the measurement of “availabledale financial asséts
- the effects arising from any change in accounsitagdards.

The statement of comprehensive income presenigetng relating to the amounts of the componentstiogr
comprehensive income for the period by nature amdiged into those which, in accordance with the
provisions of other IAS/IFRS:

- will not be subsequently reclassified to proffits§) for the year;

- will be subsequently reclassified to profit (Ip&sr the year, when certain conditions are met.
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The statement of financial positionpresents separately assets and liabilities dividecurrent and non-
current, indicating, on two separate lines, “Assettended for sale” and “Liabilities associated hwit
discontinued operations”, in accordance with IFRSSpecifically, an asset or a liability is classifi as

current when it satisfies one of the following erig:

- it is expected to be realized or settled or gxpected to be sold or utilized in the normal apag

cycle of the company;
- it is held mainly to be traded;
- it is expected to be realized or settled withtnmionths of the reporting date.
Otherwise, the asset or liability is classifiechas-current.

The statement of cash flowshas been prepared applying the indirect methachich operating performance
is adjusted to reflect transactions of a non-magyetature, for whatever deferral or accrual of pvas or
future operating receipts or payments and for regeor cost components connected to cash flowsngrisi
from investing or financing activities. Income awdpense relating to medium or long-term financial

operations and those relating to hedging instrusand dividends paid are included in financingvatois.
Thestatement of changes in equitghows the changes in equity relating to:

- allocation of profit for the year;

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

and separately income and expense definectlaanges arising from transactions with non-owheeso

shown in the statement of comprehensive income.

For each significant item detailed in the above-tiomed schedules, reference is made to the follgwintes
in which relevant information is provided, with di$ also on composition and variations on the iprev

year.

Furthermore, in order to comply with CONSOB ResolutNo. 15519 of 27 July 2006 relating to financial
statements schedules, specific additional statesv@nnhcome and of financial position have beerpared,

showing material balances or related party transasiseparately for each item.

Revenue and cost recognition

Revenue and cost and income and expense are reed@nm an accruals basis, specifically:

« Revenue is recognized based on the likelihood @fQbmpany to enjoy the economic benefits and in the

extent to which the amount can be reliably deteealirRevenue is stated net of any adjustments.

* Revenue is recognized at the moment the advertigeisibroadcast or published or provision of sesic

offered.
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e Cost is recognized using the same criteria formegaecognition and on an accruals basis.
* Interest income and expense are recognized oncanads basis.

« Dividends are recognized only as from when the ed@ders’ right to the dividend payment has been
established, i.e. at the date of the shareholdegsting resolution, and only when resulting frormrafit
distribution following the acquisition of the inwegent; in the case, however, of a profit distribatprior to
the acquisition of their relevant shares, suchddints are treated as a reduction in the cost ofetlegant

investment.

* Charge-backs of costs incurred on behalf of thedips are recognized as a reduction in the cest th

relate to.

« Financial income and expense are recognized imtimame statement on a maturity basis, as a funciion

time, using the effective interest method.

Cairo Communication adopted IFRS 1Revenue from contracts with customassof 1 January 2018. As
commented in the following section “Accounting stards, amendments and interpretations effectivad as
January 2018 - IFRS 1Bevenue from contracts with custoniets which reference should be made, the
effects of the application of the new standardlasically restricted to a different presentatiorca$ts and
revenue as a result of the valuation of the priséggent rolewith no impacion the result for the year and on

equity at 1 January 2018.

In particular, as commented below, with the appiicaof the new IFRS15, in relation to the advémtjssub-
concession agreements in place with the subsidiampany Cairo Pubblicita, the Company has been
assigned the role of agent and therefore revenumsadjusted to express for these activities the onl

component realized by the Company.

Tax
Tax for the year corresponds to the sum of curigeferred tax and prepaid tax.

Current tax is based upon taxable income for tlee.y&axable income differs from the results shémvthe
income statement as it excludes both positive aghtive entries which would be taxable or deduetibl

other tax years and excludes components whicharaxrable or deductible at any time.
Current tax liabilities are calculated using thieesan force at the balance sheet date.

Cairo Communication presented the tax consolidagicmeme option pursuant to art. 117/129 of the TUIR
(Consolidated Income Tax Act) starting from 2016gdther with the subsidiaries Cairo Editore, Cairo

Pubblicita, Diellesei in liquidation, Cairo Publis, La7 and Cairo Network.
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Cairo Communication S.p.A. acts as the tax parendt determines a single taxable base for the grdup o
companies that participates in the national taxsobidation scheme, which thereby benefits fromahiity

of offsetting taxable profits against taxable I@sgeone tax return.

Each company that participates in the nationaktasolidation scheme transfers its taxable profibss to
the tax parent; for any such taxable profit repbitg a subsidiary, Cairo Communication S.p.A. reipgs
receivables equal to the IRES payable. Conver$aiyany such taxable loss reported by a subsid@ayro
Communication S.p.A. recognizes a payable equadR&S due on the loss that has been contractually

transferred at Group level.

Deferred tax liabilities are generally recognized &ll taxable temporary differences, while defdrtax
assets are recognized to the extent of the pratyathiat there will be future taxable profits whiglill allow
for the utilization of the deductible temporaryfdiences. Deferred tax is calculated on the bafsike tax
rates that are expected will be in force at the emnof realization of the asset or settlement eflihbility,
based on tax legislation in force at the reportlate. Where relevant, the effects of any changésxinate or
tax legislation after the reporting date are disetbin the notes. Deferred tax assets and ligsil#tre shown
at their net value when there is a legal right ffsed current tax liabilities against tax receivablssets and

when tax relates to the same taxation authority.

Property, plant and equipment

Property, plant and equipment (PPE) are recognideeh their cost can be reliably determined and when

related future economic benefits can be enjoyethéyCompany.

They are recognized at acquisition price or pradactost, including directly associated expense @osds,

plus the share of indirect costs which can be mady attributed to the asset.

These assets are systematically depreciated oraigtdtline basis each year at rates consistertt thi¢

remaining useful life of the asset. Depreciatiates applied are as follows:

Property 3%

General equipment 20%
Motor vehicles 20%-25%
Plant and equipment 10%
Office equipment and furniture 10%-12%
Electronic equipment 20%
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The above PPE depreciation rates are reduced by &g their first year of use, this percentage
representing the weighted average of the entryséoall new assets, on an annual basis. Depreciagigins

when the asset is ready for use.

The remaining useful life and the amortizationera applied are reviewed on a regular basis anerevh

change is deemed necessary, the amortizationsragstated in accordance with the “prospective’hoet

The remaining useful life of assets is revieweduatig and if incremental maintenance or other was

been carried out which changes the remaining usisdwf the investment, it is adjusted accordingly

Incremental and maintenance costs producing afsignt and tangible increase in the productive capar
security of assets, or lengthening their remainisgful life, are capitalized and recognized asnarease in

the carrying amount of the asset. Ordinary maintee&osts are taken directly to profit and loss.

Leasehold improvements are recognized as PPE,eobasis of the cost incurred. The depreciationogeri

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

Intangible assets

Costs, including ancillary costs incurred for thegaisition of resources with no physical substarare,
recognized under intangible assets when the coguasmtifiable and the asset is clearly identifiabhed

controlled by the Company, and where the use oh#iset will generate probable future benefits.

These are valued at their acquisition or productiost, including ancillary expense — to the extenwhich
they are considered to have finite life — and they amortized to reflect their remaining useful rexuic

lives.

The amortization periods of intangible assets oious types are as follows:

Concessions, licenses, trademarks and similarsrighB to 5 years

Software 3to 5years

The remaining useful life and the amortizationera applied are reviewed on a regular basis anerevh

change is deemed necessary, the amortizationsragstated in accordance with the “prospective’hoet

Impairment of assets

IAS 36 requires impairment testing of property,npland equipment, intangible assets and investmants
subsidiaries and associates, in the presence ofabmhs that an impairment loss may have occurred.

Investments in subsidiaries or associates and attengible assets with indefinite useful life @sats not
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available for use must be tested for impairmern¢ast once a year, particularly for those invests)arhere

the investor’s portion of equity is less than therging amount.

The recoverability of the recorded values is tesigdomparing the carrying amount recorded in tharicial
statements with the higher amount between thealetmsice, if an active market exists, or the vaiuase of

the asset.

The value in use is defined by discounting the dhshs of the relating cash generating units. Shially,

for investments in subsidiaries and associatesdibeounted estimated cash flow and the value ¢®&gec
from its disposal at the end of its useful lifeajusted by the net financial position recogniaethe end of
the year, relating to the financial statements hid investee. The equity value thus determined és th
compared with the investment’s carrying amount.hGgenerating units were identified consistentlyjhwitie
organizational and business structure of the Commeand of its investees. They consist of homogeneous
aggregations that generate independent cash fldersying from the continued utilization of the asse

allocated to them.

Investments
Subsidiaries and associates

Investments in subsidiaries and associates are umashsat their acquisition or subscription cost and
periodically subjected to impairment tests, to fyethat no impairments have occurred. This testaigied
out at least annually, i.e. whenever there is exddeof a likely impairment loss of the investmenibhe
measurement method used is based on Discounted Klash applying the method described in the
paragraph “Impairment of assets” or on fair valkeeculated as the amount obtainable from the datbeo
investment in an arm’s length transaction betwesmwhkedgeable, willing parties, less the costs spdsal.
If an impairment loss needs to be recognized, litlvé allocated in the income statement in the yaaen it

is recognized.

Should the company’s share of losses in an invegteaeed the carrying amount of the investmerd,tha
company is obliged to reflect those losses, thaevaf the investment is written off and the shdrany such
losses is shown as a provision in liabilities. Wéher an impairment loss is reduced or ceases &b, éke

loss is reversed up to the original carrying amabrdugh profit and loss.

Financial assets

Receivables, with the exception of trade receivald@d other financial assets are initially recpediat fair
value, in addition to, only for financial assetsasared at fair value through profit or loss, angilkary

purchase expense. Trade receivables on initialgregton are measured at the price established én th
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transaction. Management determines upon initiabgeition how financial assets are to be classified,
accordance with IFRS 9 criteria and as requiretFRS 7.

After initial recognition, financial assets are ree@ed in accordance with their classification witbine of
the following categories:

- at amortized cost: receivables and other finaresakets measured at amortized cost, recognizing in
the income statement the interest calculated ateffextive interest rate, i.e. applying a rate that
reduces to zero the sum of the present values efndi cash flows generated by the financial
instrument. Losses are recognized in the inconterant when impairments manifest themselves or
when loans and receivables are eliminated from aheounts. Receivables are impaired and
recognized at their estimated realizable value {falue) by means of the allowance for impairment

directly deducted from their carrying amount.

Receivables are impaired when there is objectivideece that the receivable is unlikely to be
collected and also on the basis of past experiandestatistics (expected losses).

If, in subsequent periods, the reasons for theipuevimpairment losses no longer apply, the vafue o
the asset is restored up to the value that wouwe kiarived from applying the amortization cost, if
the impairment loss had not been recognized.

The Company mainly reports in this category asdats within twelve months, which are therefore
recognized at nominal amount as an approximatioanadrtized cost. If the terms of payment are
longer than normal market terms and the loan agivable does not earn interest, the amount booked
contains an implicit time value component and sctbe discounted by recognizing the relating
discount in profit or loss.

Loans and receivables expressed in foreign cumesranie converted at closing rates, and the gains or

losses from their translation are taken to prafiioss.

- at fair value recognized in other comprehensiveorime (FVOCI): other non-current equity

instruments (exavailable for salg@ are initially recognized at cogffair value of the initial
consideration given in exchange) increased by eamsaction costs directly attributable to them. As
the Group does not trade equities, it has adopteaption of presenting subsequent changes in the
fair value of the investment among other comprelvenincome. Accordingly, only dividends are
recognized in the income statement (unless thegrlgleepresent a refund of the investment).
Changes in fair value and any gains or losses spodal of the investment are recorded in the
statement of comprehensive income and are neverded in the statement of income. As this option
can be exercised for each investment, any exceptbthe initial recognition stage will be shown in

the comment on this item.
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All the investments in equity instruments must beasured at fair value. In the case of securities
traded on active markets, fair value is determingtth reference to the closing price on the last
trading day of the reporting period.

In the case of assets for which there is no actigeket, fair value is determined on the basis ef th
price used in recent transactions between indepemadeties in instruments that are substantiakly th
same, or using other valuation techniques, sucim@sne valuations or based on discounted cash
flow analysis.

However, in a few circumstances only, cost mayes@nt an adequate estimate of fair value if, for
example, the latest information available to meadair value is insufficient, or if there is a wide
range of possible fair value measurements. Cogsteiger the best estimate of fair value for

investments in listed equity instruments.

at fair value recognized in profit/loss for the y¢BVTPL): financial assets measured upon initial

recognition at fair value through profit or lossetmeasurement of which is determined based on the
market value at the end of the reporting datehm ¢ase of unquoted instruments, this amount is
determined by means of generally accepted finaneauation techniques based on market
information. Fair value gains and losses on asedtss category are recognized in profit or lo&s.

31 December 2018, Cairo Communication did not hag financial assetavhich are initially

measured at fair value.

Cash and cash equivalents

This item comprises cash, bank current accountdapdsits on demand, and other short-term highlyidi

financial investments which are easily convertitlecash and not subject to the risk of significaalue

changes.

Cash and cash equivalents are recognized at thigiinal amount.

Treasury shares

Treasury shares are recognized as a reductionuityed@he effects of any subsequent transactioasaéso

recognized directly in equity.

180



Dividends paid

Dividends payable are recognized as a change iityequthe year they are approved by the Sharemslde

Meeting or by the Board of Directors in the eveh&io interim dividend.

Post-employment benefits

For Italian companies with at least 50 employeest-pmployment benefits (TFR) take the form of Andel
benefit plan, solely for the amounts accrued praot January 2007 (and not yet paid at the reppdate),
whereas subsequent to such date, they are recdgméza defined contribution plan. For Italian compa
with less than 50 employees, post-employment benafe considered as a defined benefit plan. Alhdd

benefit plans are discounted.

The Company has less than 50 employees. The dioguprocess, based on demographic and financial

assumptions, is performed by independent actuaries.

In accordance with IAS 19Employee Benefitshe recognition of expense related to work penft and net
financial expense are recognized in the incomeistant, while actuarial gains and losses arising fitee re-

measurement of liabilities and assets are recodmizthe statement of comprehensive income.

Provisions for risks and charges

Provisions for risks and charges are recognizednvthe Company has a legal or constructive obligatio
resulting from a past event and for which a prolitgbéxists for the fulfilment of that obligation.The
provisions reflect the best estimate based on nmdtion currently available to the Directors of tbasts

required to fulfill the obligation at the reportindigte, and are discounted when the effect is $igmif.

Payables and other liabilities

The item comprises trade payables, loans and borgswbank loans and overdrafts and other liabditi
Financial payables and liabilities are initiallycognized at fair value, which basically matchesdh®unts
cashed in net of transaction costs. Managementrdigtes upon initial recognition how financial lifibes
are to be classified, in accordance with IFRS ®gs and as required by IFRS 7.

Subsequent to initial recognition, financial liatbds are measured in relation to their classif@ainto one
of the categories defined by IFRS 9. Specificallgjro Communication has classified its payablesathdr
liabilities in the amortized cost category, excépt derivative instruments, applying a rate thatuees to
zero the sum of the present values of the net flagls generated by the financial instrument. Instents
due within twelve months are measured at their nah@mount as an approximation of amortized cost.

If the loan agreements provide covenants, whicmatédulfilled, and this situation is not remedieefore the

end of the year, the long-term portion of that Ieaolassified as current debt.
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Payables denominated in a foreign currency areedicat the exchange rate at year end, and the gains

losses deriving from the adjustment are recogniizélde income statement.

Use of estimates

The preparation of the financial statements anchtites thereto, in application of the IFRS, requiteat the
Company carry out certain estimates and assumptidrish affect the carrying amount of assets and
liabilities and disclosures about assets and cgetin liabilities at the reporting date. Estimatesd a
assumptions used are based on experience and enfatiiors considered significant. Actual resultsym
vary from these estimates. Estimates relate mainigvestment measurement, provisions for riskatireg to
receivables, depreciation, amortization, impairmanassets, taxation, provisions for risks and gésy and

contingent liabilities.

Estimates and assumptions are reviewed reguladyttea effects of each variation therein are recaghin
profit and loss in the period in which the estimates revised. The effects of such revisions arectsd in
the periods on which they have effect, i.e. botthacurrent period, and in future periods, if valet. In this
context, the persisting uncertainty factors in ghert and medium economic term, which make it hard
predict a return to normal market conditions, h&a to the need to make assumptions regardingdutur
performance which are influenced by significantentainty, and the possibility of achieving resuiferent
from those estimated cannot be excluded for theé year, which could therefore require adjustmeatthe

carrying amount, even significant, although thasecdviously neither currently quantifiable nordseeable.

The items most susceptible to these uncertainteesha investments, the allowance for impairmeeteded

tax assets and the provisions for risk and charges.

A summary follows of all critical measurement preses used and key assumptions made by Management
regarding the future in the process of applyingbaating policies and that could have a significaffiéct on
the amounts recognized in the consolidated findustzements and for which there is a risk thamificant

adjustments to the carrying amount of assets ahilities could arise in the next financial period.
Determination of the recoverable value of investisien

The Company revises periodically, at least annuély carrying amount of investments even in theeabe
of impairment indications, to verify that they aret recorded at a higher amount than their reciWenzaalue.
Particular significance is attached to the impamtrtest for the investment in RCS, whose carryimpant

of Euro 304.9 million accounts for approximatel\y?®8f the total carrying amount of the investmergkih

The recoverable value of the investments definecedgh impairment test is sensitive to changes én th
assumptions used, e.g. the rate of growth of rexephanges in the forecast EBITDA and, amount the

valuation parameters, the discount rate (WACC) #rad consistency of financial projections beyond the

182



period of the plan (g equal to zero, in nominaingy. In turn, the WACC is sensitive to changestsnoiwvn

components, including the risk free that summarezamtry risk.

Allowance for impairment

The allowance for impairment reflects Managememistimate regarding the losses on the portfolio of
receivables from end customers. The allowancstismated based on the losses expected by the Cegmpan
based upon past experience for similar receivablgent and past due dates, losses and receiptsaki

models of expected losses, arising from the carefahitoring of receivables management and from

projections on market and economic conditions.

Prepaid tax assets

Prepaid tax assets are recorded to the extentitthwthis considered probable that future taxabtmme will
be generated to allow the utilization of deductitdmporary differences. The realizable value otdefd tax
assets is periodically reviewed according to tharitaxable income foreseen in the Company's neasint

plans.

Provisions for risks and charges

The provisions for risks and charges relating totiogent liabilities of a legal or fiscal natureeanade on
the basis of estimates made by the Directors omalsées of valuations made by the Company’s legdltar

advisers on the probable charge that can be relblyaggected to fulfill the obligation.

Risk management

The main fiscal, legal and financial risks Cairon@ounication S.p.A. is exposed to, as well as tHiips
put in place by Management for their managememt,explained in Note 27 and Note 29. Reference is

made to the Directors’ Report regarding operatiamal business risks.

Accounting standards, amendments and interpretatios effective as of 1 January 2018

IFRS 15 -Revenue from contracts with customers
The standard, published by the IASB in May 2014emaded in April 2016 and endorsed by the European

Commission in September 2016, introduces a genavdkl to determine whether, when and to what extent
revenue is recognized. Specifically, the standatddishes a new model for the recognition of reeen
applied to all contracts stipulated with customexsept for those falling within the application ather

IAS/IFRS standards as leases, insurance contmadtSrancial instruments.
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The key steps in the accounting of revenue basadismew model are:

* identification of the contract with the customer;

« identification of the performance obligations emged in the contract;

e pricing;

e price allocation based on the performance obligatenvisaged in the contract;

« the criteria for the recognition of revenue whea ¢mtity meets each performance obligation.
The standard supersedes the recognition criteticosein IAS 18 -RevenuglAS 11 - Construction
contracts IFRIC 13 -Customer Loyalty Programmel-RIC 15 -Agreements for the Construction of Real
Estate IFRIC 18 - Transfers of Assets from Customeasid SIC-31 -Revenue: Barter Transactions
Involving Advertising Services
The Company adoptedFRS 15 Revenue from contraetith customersas of 1 January 2018, using the
cumulative effect approach to avoid restating mkrichown in the comparative information and to
recognize the effects of the first-time applicatmfrthe new standard in initial equity for the firzéal year
of first-time application.
The effects of the application of the new standaelbasically restricted to a different presentatibcosts
and revenue as a result of the valuation of thecppal/agent rolewith no impacton the result for the
period and on equity at 1 January 2018.
This different presentation relates to advertissaf-concession activities. With the applicatiortted new
IFRS, in connection to the advertising sub-conagssiontracts in place with the subsidiary Cairo
Pubblicita, the Company was recognized the rolagent; revenue, therefore, was netted to expreass fo
these activities only the component realized by @oepany, with a reduction in revenue of Euro 105.4

million at 31 December 2018 and a correspondingedese in cost of services.

IFRS 9 —Financial instruments
IFRS 9, published by the IASB in July 2014 and appd by the European Commission in November 2016,

supersedes IAS 39 Financial Instruments: Recognition and MeasuremdRRS 9 introduces new
requirements for the classification and measureroéfiinancial instruments, including a new modet fo
calculating impairment of financial assets thabatsvers expected losses, and new general requiteme
for hedge accounting. Additionally, it includes yigions for the recognition and derecognition oificial
instruments in line with the current IAS 39 and niemtications on the rescheduling of loan agreements
With the exception of hedge accounting, retrospedpplication of the standard is required, whilis not
compulsory to provide comparative information. Edats that have already been derecognized at tiee dat

of first-time application are excluded from retrestive application. As regards hedge accounting, th
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standard is generally applied prospectively, witfew limited exceptions. In this context, howevan
entity may continue applying the provisions of I13S.

IFRS 9 classifies financial assets into three ntaitegories: amortized cost, fair value recogniredugh
profit/loss (FVTPL) for the year, fair value recazgd in other components of comprehensive income
(FVOCI). The categories set out in IAS 39, i.e.etsheld to maturity, loans and receivables andadla-
for-sale assets, are derecognized.

The Company adopted IFRSFhancial Instrumentss of 1 January 2018, making use of the exemption
that allows an entity not to recalculate prior-ygacomparative information regarding changes in
classification and measurement, including impainmiesses. Differences in the carrying amounts of
financial assets and liabilities arising from tlimption of IFRS 9 are recognized in retained egsis of

1 January 2018. Additionally, with regard to hedgeounting, the Company intends to continue apglyin
the provisions of IAS 39. The effect on initialuity produced a reduction of Euro 0.2 million (métthe

tax effect) as a result of a reduction in trade &indncial receivables of Euro 0.3 million, with no
significant changes in the income statement figtwe2018. Specifically, the adjustment reduciatained
earnings refers to the recognition of additional] possible, losses due to impairment of finanagsets
arising from the application of thexpected credit lossnodel introduced by IFRS 9, superseding the
incurred credit lossmodel under IAS 39. Based on this new model, alyais was also performed on
financial assets not past due, for which theredsewvidence of actual impairment. For this purpdke,
relevant balances were subdivided according to acmmenedit characteristics such as: rating claggnset
and geographic area to highlight any possible sigrigture default. On the basis of these assessmie
relevant impairment percentages for each ratingscl@ere identified referring to trade receivabtaber
receivables, financial receivables and cash. Theseentages represent the point of view of the Gmyp

regarding expected losses over the next 12 months.

Amendment to IFRS 4Applying IFRS 9 Financial instruments with IFRSurance Contracts
In September 2016, the IASB published the docurt@mplying IFRS 9 Financial Instruments with IFRS 4

Insurance Contracts”. The amendment, endorsedé¥tinopean Commission in November 2017, applies

as of 1 January 2018. The amendments to IFRS 4aaiemedy the temporary accounting effects of dqe g
between the entry into force of IFRS 9 and theyeimtio force of the new accounting standard onriasce
contracts that supersedes IFRS 4 (IFRS 17).

The amendments to IFRS 4 authorize entities whoséominant activity is issuing insurance contrdots
defer the date of application of IFRS 9 to 1 Jap@d21 and continue to use IAS 39 Financial Repgrti
Standard: recognition and measurement. The amendntenlFRS 4 also allow entities which issue

insurance contracts to remove, from the profitg)der the period, reclassifying to equity (OCl)part of
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the additional accounting mismatches and temporalatility which may appear when they apply IFRS 9
before the implementation of IFRS 17.

Improvements to IFR$014-2016 Cycle
On 8 December 2016, the IASB published the docurienprovements to IFRS: 2014-2016 Cycle"

approved by the European Commission in Februarg 20 main amendments concern:

* IFRS 1:First-time Adoption of International Financial Repoag Standards- The amendments

delete a number of exemptions provided by IFRS& Thay have not served their intended purpose.

* 1AS 28:Investments in Associates and Joint VenturBise amendment clarifies that the election to
measure at fair value through profit or loss (rathan at equity) an investment in an associag or
joint venture that is held by an entity that is enture capital organization, or other qualifying
entity, is available for each investment in an aige or joint venture on an investment-by-
investment basis, upon initial recognition. Entitihat are not investment entities may measure
investments in associates and joint ventures treirvestment entities using the equity method,

maintaining the fair value measurements made biather with regard to their investments.

Amendment to IFRS 2Classification and Measurement of Share-based Payiansactions

In June 2016, the IASB published the amendment&RSs 2 Classification and Measurement of Share-
based Payment Transactigendorsed by the European Commission in Febru@t$,2vhich aim to clarify

the accounting of certain types of share-based paytransactions.

Amendment to IAS 40 Investment Propeffyansfer of Investment Property

In December 2016, the IASB published “AmendmentlA& 40 Investment PropertyTransfers of
Investment Property"which clarifies the provisions relating to changeshe use of an asset that lead to
qualifying an asset that does not constitute aedtnment property as such or vice versa. Basetheset
amendments, an entity must reclassify an asser foom, investment property solely when the assegts

or ceases to meet the definition of “investmentpprty” and there has been a clear change in useeof
asset. This change must be tied to a specific etatthas occurred and, thus, should not be lintibed
change in Management's intentions for the use efahkset. The new provisions had no impact on the
Annual Report at 31 December 2018.
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IFRIC Interpretation 22Foreign Currency Transactions and Advance Consitiena

In December 2016, the IASB published the documdRRIC Interpretation 22 Foreign Currency
Transactions and Advance Consideraliom provide indications on how an entity shall detemnihe date
of a transaction, and consequently the exchangetoabe used when foreign currency transactions tak

place, in which payment is made or received in adga

Accounting standards, amendments and interpretatios endorsed by the EU and applicable from

financial periods beginning on 1 January 2019

IFRS 16 - eases
In January 2016, the IASB published IFRS l&ases The new standard, endorsed by the European

Commission in October 2017, establishes a neweimgldel of recognition and measurement of leases fo
the lessee, without making any distinction betweeerrating leases and finance leases. Specificilly,
provides for the recognition of the right of usetloé underlying asset with the assets in the sttewf
financial position with a balancing entry in finaadiabilities. The standard provides the pos#ipibf not
recognizing contracts as leases that involve lolwerassets (i.e. leases relating to assets withlue vof
less than USD 5 thousand) and leases with a teual égj or less than 12 months. Conversely, thedsti@h
introduces no material changes for the lessor.stéwedard introduces a criterion based on the clooittbe
use of an asset to distinguish leases from secdng&acts, identifying the following distinguishifactors:

< identification of the asset granted for use (i.ghaut a right of replacement thereof by the lejsor

< the right to obtain substantially all economic Héeeleriving from use of the asset;

e the right to establish how and why the asset xetased.

The standard applies as of 1 January 2019, buy epglication is allowed. First-time applicatioricaVs
use of the full retrospective method (with restagamof comparative information) or the modified
retrospective method (with the cumulative effecthe adoption of IFRS 16 recognized as an adjudtioen
the opening balance of retained earnings at 1 JgnB819, without restatement of comparative

information).

The Company will apply the standard as of 1 JanRafp.

The Company has completed its review of the cotdrpotentially affected by this standard. There are
approximately 15 such contracts, mainly signedalyland attributable to approximately 6 differpatties,

including the subsidiary RCS MediaGroup S.p.A..tlidse contracts, approximately 3 can be classiged
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short term or low value leases; the option for ¢hesntracts was not to apply the recognition and
measurement provisions under IFRS 16.

Short-term leases refer mainly to the classessd#tasmotor vehicles and office equipment.

For such contracts, the introduction of IFRS 18 ndlt imply the recognition of the financial liaityl of the
lease and the relating right of use, but lease paysnwill be recognized in the income statementon

straight-line basis for the duration of the respectontracts.

The remaining contracts relate mainly to the reofateal estate and company cars used by employees.
Lastly, a few minor contracts (in terms of amouuiis;ation and number) refer to operating leasgqdanit

and machinery, furniture and office machinery.

In performing its analysis, the Company has idedifthe components of the contracts or the corstract
themselves, the lease of which can be traced lmekdervice contract or a license concession, asd h
applied IFRS 15 to these cases, excluding them thenscope of IFRS 16.

No sale and leaseback transactions were identified.

The Company, as lessee, will adopt the abovemesdionodified retrospective method. Specifically, the
Company will record, with regard to the lease cacis previously classified as operating:

« a financial liability, equal to the present valuetlee remaining future payments at the transition
date, discounted using for each contractititeemental borrowing ratapplicable at the transition
date;

« aright of use equal to the amount of the finanii#ddility at the transition date, net of any aaxu
income and prepaid expenses relating to the lerdeexorded in the balance sheet at the balance
sheet date of these financial statements.

The financial liability emerging from the applicani of themodified retrospectivenethod was discounted
using an IBR(Incremental Borrowing Ra}econsistent with the maturity of the underlyinghtracts. The
different IBRs range from slightly less than 1%afiproximately 2.5%.

In applying the lease accounting method, Managerasaéssed the definition of the lease term or the
duration of the contracts, identifyingpe non-cancellablgeriod of the lease and integrating it to take

account of any extension options, the exercisehdthvis reasonably certain.

The estimated financial liability resulting fromettapplication of IFRS 16, calculated as explaineove,

amounted to approximately Euro 4.9 million.

The table below shows the estimated impacts oattoption of IFRS 16 at the transition date:
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Description Impacts at transition date 1
(€ millions) January 2019
ASSETS

Usage rights property 4.7

Usage rights motor vehicles 0.1

Usage rights other assets 0.1
Total non-current assets 49
TOTAL ASSETS 4.9
EQUITY AND LIABILITIES

Retained earnings
Total equity attributable to the owners of the parent

Financial liabilities for non-current leases 4.4
Total non-current liabilities

Financial liabilities for current leases 0.5
Total current liabilities 4.9
TOTAL EQUITY AND LIABILITIES 4.9

It should be noted that the estimated effects ef dadoption of IFRS 16 as commented above, may be

subject to change up to the presentation of thepgaowis first financial statements, which include thate

of first-time application, also in light of guidaeks that may arise at a later time on certain tsitosi that are

more exposed to the interpretations of the standegdvell as for the implementation of the IT siolns

identified in support of the business processesluad.

As required by ESMA’s Public Statement of 26 OctoP@18, a reconciliation is given below of opergtin

lease commitments, the amount of which is showNate 27 of these financial statements, under IAS 17

and the emerging liability under IFRS 16.

([;e;itl:”r(;pr)]tlsc;n Impacts at transition
date 1 January 2019
ASSETS
Commitments for operating leases at 31 Dece2®Es 2.2
Commitments for lease payments - renewal ogtion 3.0
Gross value of lease liahilities at 1 January 201-%efore application of IFRS 16 5.2
Discounting (0.3)
Lease liabilities at 1 January 2019 - before applation of IFRS 16 4.9
Present value of financial leases at 31 Dece@®i8 ex1AS 17
Lease liabilities at 1 January 2019 4.9
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Amendment to IFRS 9 Financial instruments: Prepayment features withateve compensation
In October 2017, the IASB published the amendménté-RS 9 “Prepayment features with negative

compensation" endorsed by the European Commissioklarch 2018. To clarify the classification of
certain financial assets that can be repaid earlyhe application of IFRS 9, these amendments allav
measurement at amortized cost or at fair valueutitroother comprehensive income (OCI) of financial
assets with prepayment features through "negatbrapensation”. The amendments apply to financial

periods beginning on 1 January 2019.

IFRIC 23 -Uncertainty over Income Tax Treatments

The interpretation IFRIC 23Uncertainty over income tax treatmenpsiblished by the IASB in June 2017,
was endorsed in October 2018.

This interpretation clarifies how to apply the rgoition and measurement requirements of IAS 12 when
there is uncertainty over income tax treatments.

IFRIC 23 applies to uncertainties over income fHExerefore, any uncertainties over other tax andedut
(e.g. VAT, excise duties, etc.) do not fall withive scope of application.

Uncertainties over the calculation of income tagutl not be reflected in the balance sheet in @igian
for risks, but should be included in the calculatad assets/liabilities from current/deferred tax.

Income tax-related assets (e.g. payment of a taxadd for an ongoing tax dispute) will be kept i th
financial statements if it is likely that the taiat authority will accept the tax treatment adoplsdthe
entity. Entities need not demonstrate that theveigoof the asset is virtually certain.

The new interpretation applies as of 1 January 20dBearly application is allowed.

Amendment to IAS 28vestments in associates: Long-term Interestssspfiates and Joint Ventures

The amendments to IAS 2®ng-term Interests in Associates and Joint Vestyrablished by the IASB in
October 2017, aim to clarify that IFRS 9 also agplio long-term interests in an associate or jaénture
essentially forming part of the net investmenthie &ssociate or joint venture.

The IASB also published an example that shows Heaprovisions of IFRS 9 and IAS 28 apply to long-
term interests in an associate or joint venture.

The amendments apply to financial periods beginnimd January 2019.

Accounting standards, amendments and interpretatios not yet endorsed by the EU

Improvements to IFR®015-2017 Cycle
In December 2017, the IASB published the docurtiemprovements to IFRS2015-2017 Cycle”, the main

amendments regard:
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* |FRS 3 -Business Combination and IFRS 11 — Joint Arrangésneifhe amendments to IFRS 3

clarify that when an entity obtains control of &njooperation, it must recalculate the fair valde o
the interest previously held in this joint operatidhe amendments to IFRS 11 clarify that when an
entity obtains joint control of a joint operatidhge entity does not recalculate the fair valuehef t

interest previously held in such joint operation.

* 1AS 12 -Income tax consequences of payments on finan@aluments classified as equityfhe
proposed amendments clarify how an entity mustgeize any tax effects deriving from the

distribution of dividends.

« JAS 23 —Borrowing costs eligible for capitalization The amendments clarify that where funds

borrowed specifically for the acquisition and/onstruction of an asset remain in place even after
the asset itself is ready for use or sale, sucduease to be considered specific and are included

in the entity's general funding in order to deterenihe capitalization rate of the funds borrowed.

The amendments apply to financial periods beginnimd January 2019. Early application is allowed.

Amendment to IAS 19 Plan Amendment, Curtailment or Settlement

In February 2018, the IASB published the amendmémt$AS 19 "Plan Amendment, Curtailment or
Settlement'to clarify how current service cost and net intei@re determined when a change occurs in the

defined benefit plan.

The amendments apply to financial periods beginnimd January 2019. Early application is allowed.

Amendment to IFRS 3 - Definition of a Business

In October 2018, the IASB publishdgkfinition of a Business (Amendments to IFRSvigh the aim of

helping to determine whether a transaction is auiation of a business or group of businessesdbas
not meet the business definition of IFRS 3.

The amendments will apply to acquisitions afteatuhry 2020. Early application is allowed.

Amendment to IAS 1 and IAS 8 - Definition of Maileri
In October 2018, the IASB published the amendnieftnition of Material (Amendments to IAS 1 an&IA

8) which aims to clarify the definition of "materiali order to assist entities in assessing the fsogimice of
information to include in financial statements.

The amendments will apply as of 1 January 2020. é¥&w early application is allowed.

191



IFRS 17:Insurance contracts

In May 2017, the IASB published IFRS 17 - Insura@mmtracts, which supersedes IFRS 4, issued in.2004

IFRS 17 applies to all types of insurance contraetgardless of the type of entity that issues thesmwell

as to certain guarantees and financial instrumeitksdiscretionary participation features.

The overall objective of IFRS 17 is to provide arenaseful and consistent accounting model for msce
contracts among entities issuing insurance corsrddhlike the provisions of IFRS 4, which are based
mainly on maintaining previous accounting polici#RS 17 provides a comprehensive model for instgan
contracts covering all relevant accounting aspects.

The standard is effective as of 1 January 2021ebry application is allowed.

IFRS 14:Requlatory Deferral Accounts

IFRS 14, issued by the IASB in January 2014, all@msentity, whose activities are subject to rate
regulation, to continue applying, on first-time ptlon of the IFRS, the previous accounting stanslard
adopted for the amounts relating to rate regulatibBRS 14 came into force on 1 January 2016, bat th
European Commission has suspended the endorsemerssg, pending the new standard on "rate-regulated

activities". The standard does not apply to theu@ro

Amendment to IFRS 1Consolidated financial statements and IAS 28 Imuents in associates and joint

ventures.

The changes arising from the amendment issuedeb}ABB in September 2014 address the inconsistency
between IFRS 10 and IAS 28 over the loss of comdfoh subsidiary that is sold or transferred to an
associate or a joint venture. The amendments gldhift any gain or loss on the sale or from the
contribution of assets that constitute a businesset out in IFRS 3, between an investor and socage

or joint venture, must be recognized in full. Angirgor loss on the sale or from the contributioraséets
that do not constitute a business is recognizey torthe extent of the portion held by third-pairtyestors

in the associate or joint venture. With a furthdjuatment in December 2015, the IASB cancelled the

previous date of first-time application set forahdary 2016, deciding to determine it at a latée.da

NOTES TO THE INCOME STATEMENT

As of 1 January 2018, the Company adopted IERS Revenue from contracts with customesich
resulted in a different presentation of costs amemue, as a result of the valuation of the pradétagent
role, with no impact on the result for the period orexuity at 1 January 2018. This new standard was
adopted using the cumulative effect approach dredefore, not applying its provisions to the pesbdwn

for comparative purposes. As a result, the 2018rime statement cannot be directly comparable wigh th

2017 income statement.
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1. Revenue
Net operating revenue amounted to Euro 6,910 thmb@auro 105,522 thousand at 31 December 2017). Its

composition, versus the prior year, is shown below:

Net revenue 31/12/2018 31/12/2017
(€ thousands)

Print media advertising space sales 29 32
Cairo Advertising sub-concession 3,279 101,083
Group services 3,502 3,502
Other revenue from associates 100 100
Total 6,910 105,522

Revenue is generated almost exclusively in Itaty @m analysis by geographical area is pointless.

As already commented, with the application of tlevdFRS 15, in connection to the advertising sub-
concession contracts in place with the subsidiaiydCPubblicita, the Company was recognized the ofl
agent, giving therefore a different accounting preation of revenue, to express for these assdystiom
component earned by the Company. In 2018, thecgion of IFRS 15 resulted in: (i) a decrease éh n
revenue of Euro 105.4 million and (ii) a correspiogddecrease in cost of services, in particulafipbing
fees.

On a like-for-like basis, excluding the effects tbk adoption of the new accounting standard from th
comparison with the 2017 figures, revenue wouldeiad increase by Euro 6.4 million, due in particiita

the positive trend in TV advertising sales.

In 2018, Cairo Communication continued to operatettee TV advertising sales market (La7, La7d and
theme channels Cartoon Network, Boomerang, and Cad)on the Internet through its subsidiary Cairo
Pubblicita, which operates on a sub-concessiorspamsioicing advertising spaces directly to itents and
returning to the sub-grantor Cairo Communicatioshare of revenue generated by resources managad on
sub-concession basis. Versus the prior year, plaierd earlier, in 2018 revenue from sub-concesties
charged to the subsidiary Cairo Pubblicita S.pm&. shown net of the fees paid back to the publsshdro

own the media.

Apart from advertising services, Cairo Communicatalso provides services in administration, auditin
financial analysis, debt management and colleaiioth marketing to other Group companies, and theofise
serviced spaces. Such services are subject tcactsitwhich are revised annually. Sales to Grouppeonies

deriving from these activities during the year wasdollows:
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Group senvices 31/12/2018 31/12/2017
(€ thousand:

Cairo Pubblicita S.p.A. 3,000 3,000
Il Trovatore S.r.l. 22 22
Cairo Editore S.p.A. 480 480
Total 3,502 3,502

Other revenue from associates (Euro 100 thousatales to administrative services provided to TofC
S.p.A., arelated party in that it is ultimatelyntwlled by U.T. Communications S.p.A.

2. Other revenue and income

Other revenue and income amounted to Euro 706 a&mougEuro 1,154 thousand at 31 December 2017).
The item refers mainly to the charging of costsEofro 623 thousand to other Group companies, to
contingent assets of Euro 83 thousand, and therdiite to other items of revenue other than operati

revenue.

3. Services, use of third-party assets and other emting costs

Cost of services amounted to Euro 3,499 thousantb(E02,690 thousand at 31 December 2017). The item
is broken down as follows:

Senices 31/12/2018 31/12/2017

(€ thousands

Publishers’ fees - 702

TV publishing fees - 97,950
Web publishing fees - 120
Consultancies and collaborations 153 632
Cairo Communication Board of Directors’ fees 1,068 014,
Cairo Communication Board of Statutory Auditors2ée 104 104
Other administration and general expenses 2,174 2,168
Total senices 3,499 102,690

As explained in Note 1, in 2018 the amounts rewnwepublishers, totaling Euro 105,374 thousandewe
presented, as a result of the first-time applicatd IFRS 15, as a decrease in the respective @singr

revenue from sub-concessions.

“Use of third-party assets” amounted to Euro 758utfand (Euro 749 thousand at 31 December 2017) and
refers mainly to lease payments for property aride®fequipment (Euro 653 thousand of which from RCS
MediaGroup for the offices in Milan, Rome and Bolay
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Other operating costs amounted to Euro 83 thougan 147 thousand for the year ended 31 December
2017) and refer to prior-year expense of Euro 8@ishhnd and other expense of Euro 24 thousand.

4. Personnel expense
This item can be analyzed as follows:

Personnel expense 31/12/2018 31/12/2017
(€ thousand:

Wages and salaries 2,257 2,252
Social security expense 835 810

Post-employment benefits 8l 94

Total 3,173 3,156

5. Amortization, depreciation, provisions and impairment losses

These can be analyzed as follows:

Amortization, depreciation, provisions and 31/12/2018 31/12/2017
impairment losses (€ thousands)

Amortization of intangible assets 93 96
Depreciation of property, plant and equipment 86 111
Allowance for impairment 29 55

Total amortization, depreciation, provisions and

impairment losses 208 262

Allocation for the year to the allowance for impaént is attributable entirely to the first-time ation of
IFRS 9.

6. Net financial income (expense)

Net financial expense amounted to Euro 482 thoug&uodo 477 thousand at 31 December 2017) and is

broken down as follows:
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Net financial income (expense) 31/12/2018 31/12/2017
(€ thousand:

Interest income on bank accounts 1 1
Total financial income 1 1
Interest and other financial expense (483) (478)
Total financial expense (483) (478)
Net financial income (expense) (482) 477)

7. Income/ (expense) on investments

This item, amounting to Euro 7,101 thousand (Ey2838 thousand in 2017) mainly includes:
- dividends in the year from the subsidiary Cairot&®i, amounting to Euro 7,129 thousand (Euro
8,489 thousand in 2017);

8. Tax

Tax for the year amounted to a negative Euro 68dand (a positive Euro 171 thousand at 31 December

2017), and can be analyzed as follows:

Tax 31/12/2018 31/12/2017
(€ thousand:
Current tax
IRES (25) (82)
IRAP 91 47
Deferred taxincome and expense 3) 206

Deferred taxliabilities - -

Total income tax 63 171

The reconciliation of the effective and theoretitzed charge can be analyzed as follows:

31/12/2018 31/12/2017
Profit (loss) before tax 6,521 7,477
Theoretical income tax expense (24%) 1,565 1,794
Taxeffect of dividends received (1,625) (2,218)
Tax effect of other permanent differences 32 548
IRAP 91 47
Current and deferred income tax 63 171
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For a clearer understanding of the reconciliatibthe effective and theoretical tax charge, IRAR hat
been taken into account as this is not based dit pefore tax, and this would generate a distgreffect
between one financial period and the other.

NOTES TO THE STATEMENT OF FINANCIAL POSITION

9. Property, plant and equipment

At 31 December 2018, this item amounted to EurotBeé6isand, decreasing by Euro 67 thousand versus 31
December 2017. Movements can be broken down assll

Description Historical cost Depreciation Carrying Net change Carrying
amount at amount at
31/12/2017 31/12/2018
Motor vehicles 627 (518) 109 (32 77
Furniture and fittings 391 (263) 128 (6) 122
Communication equipment 80 (78) 2 @) 1
Electronic office equipment 1,394 (1,314) 80 (25) 55
General equipment 127 (126) 1 (@) -
Mobile phones 52 (39) 13 2 11
Leasehold improvements 278 (278) - - -
Total 2,949 (2,616) 333 (67) 266

The net change in the year is broken down as fallow

Description Increases Depreciation Net change
(decreases)

Motor vehicles - (32) (32
Furniture and fittings - (6) (6)
Communication equipment - (@) (@)}
Electronic office equipment 16 (41) (25)
General equipment - (1) (1)
Mobile phones 3 (5) (2

Leasehold improvements - -

Net amounts 19 (86) (67)

Property, plant and equipment have not been suttjeetvaluation.

* %

197



10. Intangible assets

Intangible assets amounted to Euro 182 thousar81 d2ecember 2018, decreasing by Euro 29 thousand

versus 31 December 2017. Their movements in thearesshown below:

Description Historical cost Accumulated Carrying amount at Net change Carrying amount
depreciation 31/12/2017 at31/12/2018
Software, licenses and trademarks 2,954 (2,812) 142 ) (53 89
Total concessions, licenses and
trademarks 2,954 (2,812) 142 (53) 89
Website design costs 169 (169) - - -
Assets under development 69 - 69 24 93
Total other 238 (169) 69 24 93
Total intangible assets 3,192 (2,981) 211 (29) 182

The net change in the year is broken down as fallow

Description Increases Depreciation Net change
Software, licenses and trademarks 40 (93) (53)
Total concessions, licenses and

trademarks 40 (93) (53)
Website design costs - - -
Assets under development 24 - 24
Total other 24 - 24
Total intangible assets 64 (93) (29)

11. Investments

¢ Investments in subsidiaries

At 31 December 2018, investments amounted to E@&938 thousand (Euro 328,926 thousand at 31
December 2017):
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Description (€ thousands) Carrying Impairment Increases (decreases) Carrying amount
amount at losses at31/12/2018
31/12/2017

RCS MediaGroup S.p.A. 304,916 ) . 304,916
Diellesei S.r.l. in liquidation - - - -
Cairo Network S.r.l. 5,520 - - 5,520
La7 S.p.A. 4,039 - - 4,039
Il Trovatore S.r.l. 357 - - 357
Cairo Editore S.p.A. 6,273 - - 6,273
Cairo Publishing S.r.l. 1,481 - 52 1,533
Cairo Pubblicita S.p.A. 6,340 - - 6,340
Total investments 328,926 - 52 328,978

In 2018:
- Cairo Communication S.p.A. paid to partly coversks accumulated by Cairo Publishing S.r.l. at 31
December 2017;

- The liguidation of Diellesei continued and is exjgecto be completed by the end of the first half of
20109.

Annex 2 shows the information required by paragrdptf art. 2427 of the Italian Civil Code. Infornna

at 31 December 2018 is drawn from the draft finainstatements approved by the Board of Directors of
each direct subsidiary.

For more detailed information, a comparison betweamying amount and the amount derived from the
application of the equity method is provided focle@vestment in the following table

Description Equity Ownership Equity method (*) a) Carrying amount (b) Difference (a-b)
(€ millions) 31/12/2018 (*)

RCS MediaGroup S.p.A.

262.1 59.69% 423.6 304.9 118.7
Diellesei S.r.l. in liquidation 0.2 60% 0.2 - 0.2
Cairo Network S.r.l. 3.6 100% 3.6 5.5 (1.9)
La7 S.p.A. 85.1 100% 77.0 4.0 73.0
Il Trovatore S.r.l. 0.6 80% 0.7 0.4 0.3
Cairo Editore S.p.A. 7.3 99.95% 22.9 6.3 16.6
Cairo Publishing S.r.l. - 100% - 1.5 (1.6)
Cairo Pubblicita S.p.A. 2.0 100% 4.4 6.3 (1.9)

(*) Amounts determined under IAS/IFRS

Particular significance is attached to the impammest relating to the investment in RCS Media@rou
S.p.A.
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The purchase cost of the investment had been E® 3nillion in 2016, relating to no. 311.5 millid&RCS
shares, corresponding to 59.69% of RCS’s shargatapi

Cairo Communication determined, for impairment jmses, the recoverable value (defined in accordance
with IAS 36 as the higher of the value in use amal fair value less costs to sell) of the “RCS itmesnt”
cash generating unit at the reference date of 3kmber 2018.

Specifically, the recoverable value of the “RCSeéstiment” cash generating unit was calculated, with
support by an independent expert, in terms of tleaevin use based on the 2019 budget approvedeby th
Board of Directors of RCS. Cash flows as inferraahf the 2019 budget, in compliance with the prawisi

of IAS 36, were projected for valuation purposed¢oconstant in nominal terms (growth rate g =These
flows were, therefore, discounted on the basis ofta defined as the weighted average cost of alapit
(WACC) (equal to 7.85%). The 2019 budget was alstched against and found to be consistent with the
RCS 2019-2021 plan. No evidence of impairment afos@ the analysis performed. The value obtained
underwent a sensitivity analysis, by varying thecdunt rate (WACC) and the growth rate of the firele

(9), with discrete changes of 50 basis points, matllicing the expected EBITDA values in the year and
included in the final value of -15%. None of theesarios envisaged indicate impairment losses fer th
CGU/RCS Investment at 31 December 2018.

The carrying amount of the investments in CairolBbimg S.r.I., Cairo Pubblicita S.p.A. and CairetiWork
S.r.l. is higher than the amount obtained usingetingity method, respectively by Euro 1.6 milliorur& 1.9
million and Euro 1.9 million. The carrying amourd the investments have, therefore, also undergone
impairment tests to measure their recoverable valuerms of value in use, based on the estimadesth ¢
flows from the results of the investees as infefredh the most recent budgets and business planseft
year), forecast for valuation purposes to be canistanominal terms (growth rate g = 0) and disdedron

the basis of a 7.81% WACC. No evidence of impairnaease from the analysis performed.

The Company prepares Group consolidated finant&éments which, taking account of the investments
held, are an essential document to ensure compheterstanding of the activities of the Group, tlaeeRt

and its investments.

12. Non-current financial assets

At 31 December 2018, non-current financial asset®umted to Euro 24,225 thousand (Euro 16,813
thousand at 31 December 2017), Euro 24,223 thouslwtiich relating to interest-free loans grantedhe
subsidiary Cairo Network S.r.l., shown net of ap@mment provision of Euro 127 thousand attributatiol
the application of IFRS 9.
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13. Prepaid tax assets

At 31 December 2018, prepaid tax assets amounté&tuto 3,589 thousand (Euro 3,035 thousand at 31
December 2017). These assets can be broken dofgthoass:

31/12/2018 31/12/2017

Deferred tax assets Amount of Tax effect Amount of Tax effect
(€thousands) temporary temporary

differences differences
Taxed allowance for impairment 489 117 180 44
Taxable loss from group taxconsolidation 13,885 3,33 11,895 2,855
POST-EMPLOYMENT BENEFITS IAS 302 72 313 75
Other temporary differences 412 67 245 61
Total deferred tax assets 15,088 3,589 12,633 3,035

Prepaid tax assets are recognized to the extenatieeconsidered recoverable depending on the pres#
future taxable income in which temporary differeseell be reversed.

14. Trade receivables

Trade receivables amounted to Euro 419 thousarwleasing by Euro 250 thousand versus 31 December
2017. These are broken down as follows:

Receivables from customers 31/12/2018 31/12/2017 Change
(€thousands)

Trade receivables 484 823 (339)
Allowance for impairment (65) (154) 89
Total trade receivables 419 669 (250)

The net change in the allowance for impairment wer81 December 2017 is entirely attributable to
utilizations of Euro 89 thousand.

For further details on credit risk, reference sddug¢ made to Note 30.

Since 2009, Cairo Communication has operated oradivertising sales market on a sub-concession basis
with the subsidiary Cairo Pubblicita, which invaicdirectly to its customers and returns a sharéhef
revenue to its parent. Current receivables arisimm this activity accrue from the subsidiary.
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The ageing of trade receivables by due date islbsifs:

31 December 2018 Current Past due 30Past due 61-Past due 91- Past due owel Total
60 days 90 days 180 days 180 days

Trade receivables 147 - - 30 307 484
Allowance for impairment 2 - ; (1) (62) (65)
Receivables from

customers 145 - - 29 245 419
31 December 2017 Current Past due 30Past due 61-Past due 91- Past due owel Total

60 days 90 days 180 days 180 days

Trade receivables 498 - - 1 324 823

Allowance for impairment - - - - (154) (154)

Receivables from
customers 498 - - 1 170 669

Trade receivables are stated net of the allowaoc@fpairment that has been determined taking atcou
specific collection risks, and takes into accoum¢ wllocation to the Company’'s media clients of a
percentage of losses on receivables, equal to #neeptage of sales revenue allocated, pursuant to
advertising space sales contracts signed betweetwmh parties. Specifically, receivables due mdwant

180 days are those which arose when the Comparytaseperate directly as an advertising agency. As
explained, since 2009, advertising sales have bbesmaged under a sub-concession agreement with the

subsidiary Cairo Pubblicita.

15. Receivables from subsidiaries
These amounted to Euro 48,334 thousand, decrebgigro 61 thousand versus 31 December 2017, and
are shown net of an allowance for impairment ofoE2t7 thousand following application of IFRS 9.

These are broken down as follows:
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Receivables from subsidiaries 31/12/2018 31/12/2017 Change
(€ thousands)

La7 S.p.A. 1,963 116 1,847
Cairo Editore S.p.A. 5,716 3,863 1,85

Il Trovatore S.r.l. 315 289 2
Cairo Publishing S.r.l. 97 51 46
Cairo Pubblicita S.p.A. 40,158 42,440 (2,282)
Cairo Network S.r.l. 94 1,207 (1,113)
Digicast S.r.l. 112 56 56
RCS MediaGroup S.p.A. 97 373 (276)
Total gross receivables from subsidiaries 48,552 48,395 15
Write-downs (217) - (217)
Total receivables from subsidiaries 48,334 48,395 (61)

Receivables from Cairo Pubblicita S.p.A. (Euro 88,thousand) refer, for Euro 39,905 thousand, ¢o th
sub-concession contracts for TV and web advertisalgs, the provision of administrative serviceg te
use of serviced spaces. The item also includesvagles arising from Group VAT (Euro 81 thousaadjl
the tax consolidation scheme (Euro 112 thousamd)) ogher receivables (Euro 60 thousand).

Receivables from Cairo Editore S.p.A. (Euro 5, 7Méusand) refer to centralized services providedhby
Parent (Euro 1,856 thousand) and to the receiViatnte participation in the tax consolidation schefaro
3,860 thousand).

Receivables from La7 S.p.A. (Euro 1,963 thousaondsist mainly of receivables arising from Group VAT
Receivables from Il Trovatore S.r.l. (Euro 315 thand) refer mainly to centralized services provitgd
the Parent, while the receivable from Cairo Netw&k.l. (Euro 94 thousand) refers entirely to the
receivable from Group VAT.

Administrative services and use of serviced spasesubsidiaries are provided by Cairo Communication
through annual contracts at market value, renewabke yearly basis.

16. Other receivables and other current assets

These amounted to Euro 872 thousand, decreasibgitny/ 1,074 thousand versus 31 December 2017, and

can be analyzed as follows:
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Sundry receivables and other current assets 31/12/2018 31/12/2017 Change
(€ thousands)

Prepaid IRAP - 71 (71)
Current IRES 148 143 5
Current VAT - 985 (985)
Receivables from others 65 100 (35)
Prepayments and accrued income 659 647 12
Total sundry receivables and other current

assets 872 1,946 (1,074)

17. Cash and cash equivalents

The item amounted to Euro 4,305 thousand, decrgésifEuro 2,252 thousand versus the prior yearjsand
broken down as follows:

Cash and cash equivalents 31/12/2018 31/12/2017 Change
(€thousands)

Bank and post office deposits 4,303 6,551 (2,248)
Cash 2 6 @)
Total 4,305 6,557 (2,252)

Cash and cash equivalents continued to be managddrgly.

Thenet financial position of Cairo Communication at 31 December 2018 camia¢yaed as follows:

31/12/2018 Change
31/12/2017
Cash and cash equivalents 4,305 6,557 (2,252)
Deposit account with La7 S.p.A. (40,031) - (40,031)
Non-current financial payables (40,000) (78,200) 38,200
Total (75,726) (71,643) (4,083)

Non-current financial payables refer to a loan agrent with Intesa Sanpaolo for a revolving facility
totaling Euro 140 million (Euro 40 million of whictirawn down at 31 December 2018) to fund both the
cash component of the Offer for the acquisitiolREfS and for other general corporate purposes. |odre
has a duration of 60 months from the date of fisst, with a margin of 48 basis points over the liur{for

a duration corresponding to the relevant interestod), and does not require any collateral orrfaial
covenants, or limits to the distribution of dividisnby Cairo Communication.

The loan agreement provides for the customary sgptations, warranties and commitments typicatiohs
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transactions. No commitments are required fromaC@wmmunication in relation to RCS Group companies
(including limits to the disposal of assets or #msumption of financial debt). Additionally, theato
agreement contains a cross-default clause (i.B.incaf the loan in the event of default under erthoan
agreements) regarding exclusively loan agreemetating to Cairo Communication and certain relevant
subsidiaries (Cairo Editore, Cairo Pubblicita ara¥), excluding, therefore, the loan agreementsaelto
the RCS Group.

Early repayment is envisaged in the event of a ghadn control of Cairo Communication, and should th

latter cease to directly or indirectly hold an net&t of at least 35% in the share capital of RCS.

The net financial position also includes finangialyables to the subsidiary La7 S.p.A. deriving fribra
short-term interest-bearing liquidity deposit agneat (Euro 40 million).

18. Equity

At 31 December 2018, equity amounted to Euro 2% fhbusand, decreasing by Euro 7,218 thousand
versus 31 December 2017, as a result of the disiwib of the 2017 dividend resolved by the Shareéis’
Meeting of 27 April 2018 (Euro 13,442 thousand)ttad overall result for 2018 (Euro 6,458 thousaady

the adjustment to reduce retained earnings for R3® thousand resulting from the application of the
expected credit loss model introduced by IFRS Slang the incurred credit loss model under IAS 39

Share capital
The share capital at 31 December 2018 was Eurd@lffusand, subscribed and fully paid up, compyisin

no. 134,416,598 ordinary shares, with no indicatibpar value.

In accordance with the bylaws, the shares are texgid indivisible and freely transferable. The
requirements of representation, legitimizationgwiation of the company investment required fousities
traded on regulated markets continue to apply.

Each share has the right to a proportion of thditpwhich has been approved for distribution andato
portion of equity on liquidation and also has tight to vote, without limits other than those adirmkd by
the Law.

Since January 2019, a number of shareholders hes@nte eligible for increased voting rights pursutant
art. 13.7 of the bylaws. The total amount of votiights and the updated list of shareholders with a
interest above 5% of the share capital of the Comypagistered in the special list for the entitleti® the
benefit of the increased voting right and who habtained the double vote pursuant to articles 854imr.
4-bis and 143-quater, par. 5, of the Issuer Reigmst are published on the website
www.cairocommunication.iCorporate Governance section - increased votaid.ri
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Specifically,

the shareholder U.T. Communications S.p.A. hasuacti(as of 8 January 2019) entitlement to the
benefit of the increased voting right for no. 32823 shares;

- shareholders with an interest above 5% registendth® special list for the entitlement to the béraf
the increased voting right and who have not accsuath entitlement yet are: U.T. Communications
S.p.A. with no. 24,217,123 shares, as of 14 Fepr2@i8, and Urbano Cairo with no. 9,705,000 shares,
as of 14 February 2018.

All the above positions refer to the controllingtydJrbano Cairo.

Without prejudice to the above, no securities daggpecial controlling rights have been issuedate.

No financial instruments have been issued attnilgutine right to subscribe to newly-issued shares.

No share incentive plans are envisaged involviregesbapital increases, even on a freely allocaasisb

The reconciliation between the number of sharestantling at 31 December 2018 and those at 31
December 2017 is as follows:

31/12/2017 Share capital Purchase/disposa 31/12/2018

increase | of treasury
shares
Ordinary shares issued 134,416,598 - - 134,416,598
Treasury shares (779) - - (779)
Outstanding ordinary shares 134,415,819 - - 134,415,819

Share premium reserve

At 31 December 2018, the share premium reserve a@duo Euro 236 thousand, decreasing by Euro
6,366 thousand versus the prior year, as a rekthiedistribution of dividends.
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Retained earnings

At 31 December 2018, the balance showed a podiive 89 thousand. The item includes the IAS first-
time adoption reserve, with a negative balanceuwbH.,313 thousand.

This item incorporates the adjustment at 1 Jan@@i8 due to the effects for Euro 239 thousand dwyiv
from the application of the expected credit lossletintroduced by IFRS 9.

Retained earnings 31/12/2018 31/12/2017
(€Ethousands)

Prior-years’ profit 1,641 1,636
Effects from the application of IFRS 9 (239) -
Prior-years’ profit — “first-time adoption” reserve (1,313) (1,313)
Total 89 323

Other reserves

At 31 December 2018, the item amounted to EuroQLtBdusand, increasing by Euro 231 thousand versus

the prior year. It can be analyzed as follows:

Other reserves 31/12/2018 31/12/2017
(Ethousands)

Legal reserve 1,398 1,167
Negative goodwill 225 225
Other reserves 17 17
Total 1,640 1,409

Treasury shares reserve

In 2018, as part of the share buy-back plans, eastiry shares were sold or purchased. At 31 Deaembe
2018, Cairo Communication held a total of no. Ag&s$ury sharesy 0.001% of the share capital, subject to

art. 2357-teof the Italian Civil Code.

The Shareholders' Meeting of 27 April 20E8ter revoking a similar resolution adopted on 8yMNe®17,
approved the proposal for the purchase and dispdgadasury shares, pursuant to art. 2357 etcfethpe
Italian Civil Code, for the purpose of supportiftaee liquidity on the market for a set period ofidi and
thus fostering regular conduct of trading and avmjchbnormal movements in the share price andgéhted
necessary by the Board of Directors, through arepeddent intermediary in accordance with Market

Practice no. 1, or of establishing a “shares staskdccordance with Market Practice no. 2 as predith
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CONSOB Resolution 16839/2009. Specifically, the fBloaf Directors was authorized to purchase treasury
shares up to the maximum number permitted by lawafperiod of 18 months from the authorizatioredat
by using (i) retained earnings distributable by @@mpany, as resulting from the latest approvedriimal
statements, net of the allocation to the legal rveseand (ii) the available reserves, including #iare
premium reserve. The Board of Directors will behawized to purchase treasury shares on one or more
occasions, purchasing shares directly on the markatcordance with the procedures under arthig4ar.
1, lett. b of the Issuer Regulations, through atitied intermediary, according to applicable lawd,dan case
such operations are carried out according to aedeptarket practices under CONSOB Resolution No.
16839/2009, in accordance with the provisions ahdresolution.
Minimum price and maximum purchase price per slaeeset at an amount equal to the average official
purchase price of the share on Borsa Italiana SjfoAthe 15 trading days before purchase, respayti
reduced or increased by 20%. In case such opesagi@ncarried out according to accepted marketipesc
under CONSOB Resolution 16839/2009, the purchadecabury shares shall be subject to further limits
including price limits, provided therein.
The Board of Directors was authorized to sell, oie or more occasions, any purchased treasury shares
setting the minimum sale price per share no lowan tthe minimum price calculated following the erid
adopted for their purchase. Should the treasuryeshae sold according to accepted market practicder
CONSOB Resolution 16839/2009, the sale of treashgres shall be subject to further limits, inclgdin
price limits, provided therein. This price limit \vhot apply to the: (i) sale of treasury shareslii@ctors,
employees, and/or associates of the Company aritfosubsidiaries and/or the Parent Company in
implementation of incentive plans; (ii) transactdn relation to which it may be appropriate toleage or
dispose of share packages, including by way of a&xgé or contribution, or (iii) capital transactions
involving the assignment, disposal or cancellatbtreasury shares (such as, by way of examplegengr
demergers, issue of convertible bonds or warrariged by treasury shares).
As part of the buyback plan approved by the Anrieaheral Meeting on 27 April 2018, no treasury share
were sold or purchased in 2018.

R
The table below shows equity items and indicatélsef can be used and distributed, and tax reisimtf
any:
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Use ower the previous three years

Number/Description Amount Higihility for Available To cover losses Other (dividends)
(€ thousands) use: portion

Share capital 6,990 ) }
Treasury shares @ )

Share premium reseny®) 236,436 ABC 2364 ) 18,12
Legal reserve 1,398 B ) _
Other reserves 17 ABC 17 ) _
Negative goodwil 225 ABC 225 ; ]
Prior-years’ profit 89 ABC 89 - 2541
Total 245,153 236,767 - 43,541
Key:

A - for increases in share capital
B - to cover losses
C - dividend

(1) In accordance with art. 2431 of the Italian Ci@ode, the entire amount of this reserve may ib&ibuted provided the legal reserve has
reached the limit as defined by art. 2430 of thel€o

Profit for the year

Profit for the year amounted to Euro 6,458 thoud&to 7,306 thousand at 31 December 2017).

19. Post-employment benefits

This item amounted to Euro 1,395 thousand, witktadifference of Euro 48 thousand versus the (yearr.

The movement is analyzed below:

Balance ai  Paidduring Financial Allocation for the Actuarial Balance al
31/12/2017 the year expense year effect 31/12/2018
Post-employment benefits 1,347 (43) 20 81 (10) 1,395
Total 1,347 (43) 20 81 (10) 1,395

The change in the composition of personnel dutiregyear is summarized as follows:

Headcount at the Changes Headcount at Average
beginning of the year-end headcount
year
Senior managers 8 1) 7 8
Managers 2 - 2 2
Employees 17 - 17 17
Total 27 (1) 26 27

* *
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20. Provisions for risks and charges

Provisions for risks and charges amounted to Edrothousand, unchanged versus the prior year.

Balance al Utilizations Released Alloc. Balance ai
31/12/2017 31/12/2018
Risks on investments 142 - - - 142
Provision for sundry risks 35 - - - 35
Total 177 - - - 177

The “provision for risks on investments” refersiggly to the investee Diellesei S.r.l. in liquidati

* *

21. Payables to suppliers

Payables to suppliers amounted to Euro 2,974 timolisdecreasing by Euro 348 thousand versus 31
December 2017.

22. Receivables from and payables to parent

Receivables from parents amounted to Euro 156 #muljaunchanged versus 31 December 2017, and refer
mainly to receivables from U.T. Communications iagsfrom the national tax consolidation scheme,
following requests for the reimbursement of IRAPmitted in accordance with Decree Law 201/2011 for
non-deduction of IRAP relating to personnel andilsinexpenses.

23. Payables to subsidiaries

Payables to subsidiaries amounted to Euro 72,1&dsHnd, increasing by Euro 9,242 thousand versus 31
December 2017, and are broken down as follows:
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Payables to subsidiaries 31/12/2018 31/12/2017 Change
(€thousands

La7 S.p.A. 69,500 60,653 8,847
Cairo Pubblicita S.p.A. 1,611 1,040 571
Cairo Publishing S.r.l. 22 21 1

Il Trovatore S.r.l. 173 66 107
Cairo Editore S.p.A. - - -
Cairo Network S.r.l. 539 408 131
RCS MediaGroup S.p.A. 292 721 (429)
Diellesei S.r.l. in liguidation 14 - 14
Total 72,151 62,909 9,242

Payables to La7 S.p.A. arise mainly from the pulglis share acknowledged to the subsidiary for
advertising sales on La7 and La7d.

24. Financial payables to subsidiaries

Financial payables to subsidiaries, amounting tmE®,030 thousand, are entirely attributable eoshort-
term interest-bearing liquidity deposit agreemegrnead with La7 S.p.A. on 19 October 2018.

Under the contract, the duration of the deposit bal negotiated from time to time in a monthly mtd
between one and twelve months at the request oSLjaA.

25. Tax payables

Payables to subsidiaries amounted to Euro 848 #imulsincreasing by Euro 611 thousand versus 31
December 2017. The item is broken down as follows:

Tax payables 31/12/2018 31/12/2017 Change
(€thousands)

Withholding taxes on employees 140 162 (22)
Withholding taxes on contract workers 90 75 15
Current IRAP 16 - 16
VAT payable 602 - 602
Total tax payables 848 237 611
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26. Other current liabilities

Other current liabilities amounted to Euro 2,139uand, increasing by Euro 120 thousand versus 31
December 2017. The item is broken down as follows:

Other current liabilities 31/12/2018 31/12/2017 Change
(€ thousand:

Social security charges payable 240 225 15
Other payables 1,845 1,710 135
Accrued expenses 54 84 (30)
Total 2,139 2,019 120

27. Commitments, risks and other information

Pursuant to art. 1 par. 125 to 129 of Law no. 1224 August 2017, with regard to the obligationgtdlish
grants, contributions, paid assignments and, inaasg, economic benefits of any kind received ftben
PA, and to art. 3-quater, par. 2, of Decree Lawli3®/2018 (Simplification Decree), it should beatbthat
the Allocating Bodies are required to publish tleatdbutions in the National Aids Register, avaiéaht:
www.rna.gov.it/sites/PortaleRNA/it_US/transparemtyhe field of State aid and de minimis aid; ibafd
be noted that in 2018 Cairo Communication did restdfit from grants, contributions, paid assignmemis

in any case economic benefits of any kind recefuah the PA.

Guarantees and commitments

Main guarantees given and/or received are as fellow

- Cairo Communication issued Unicredit S.p.A. a gntea to secure the bank loan initially of
Euro 25,000 thousand (Euro 5,000 thousand outstgrati 31 December 2018) granted in July
2014 to the subsidiary Cairo Network for the pusghaof the rights to use television
frequencies. The loan agreement has no financeérmants. Early repayment is, instead,

provided for in the event of a change of controCairo Network;

- guarantees issued by bank and insurance institateastomers, public bodies and lessors of

property totaling Euro 1,209 thousand.

With regard to the commitments, risks and othesrnimiation relating to Cairo Communication’s subgiigis,
reference should be made to the explanatory notéset consolidated financial statements at 31 Deeem
2018.

It is also noted that:
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- the financial statements at 31 December 2018 dancatde any receivables or payables with a
residual term exceeding five years.
- The financial statements at 31 December 2018 danubide the capitalization of borrowing

costs.

The main operating leases held by Cairo Commuwicatfer to property leases, company cars, pladt an
equipment and electronic devices.
The amount of outstanding lease payments still lbpyeCairo Communication at the reporting date for

irrevocable operating leases is as follows:

Minimum lease payments 31/12/2018 31/12/2017

Future payments for operating leases

due within one year 577 590

due within five years 1,593 1,950

due beyond five years 9 87
Total 2,179 2,626

28. Related party transactions

In 2018, transactions carried out by Cairo Commation with related parties and the effect on tharicial

statements are shown as follows:

Receivables and financial assets Trade receivablesOther receivables  Intra-group Other current
(€ thousands) and current assets financial assets financial assets
Parent UT Communications 59 97 - -
Subsidiaries of Cairo Communication

Group

Cairo Pubblicita S.p.A. 39,966 192 - -
Cairo Editore S.p.A. 1,856 3,860 - -
Cairo Publishing S.r.I. 55 42 - -

Il Trovatore S.r.l. 315 - - -

La7 S.p.A. 11¢ 1,846 - -
RCS MediaGroup S.p.A. 97 - - -
Digicast S.r.l. 112 - - -
Cairo Network S.r.l. - 94 24,350 -
Affiliates of UT Communications Group

Torino FC S.p.A. 61 - - -

Total gross receivables 42,637 6,131 350

Write -downs (217) - (127) -

Total 42,420 6,131 24,223 -
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Payables and financial liabilities
(€ thousands)

Trade payables

Other payables
and current
liabilities

Other
financial
liabilities

Intra-group
financial

Parent UT Communications

payables

Subsidiaries of Cairo Communication
Group

Cairo Pubbilicita S.p.¢

1,610 1

La7 S.p.A

65,768 3,732

40,031 -

Cairo Publishing S.r

- 22

Il Trovatore S.r.|

173 -

Cairo Network S.r.l.

- 539

RCS MediaGroup S.p.A.

292 -

Diellesei S.r.l. in liquidation

- 14

Affiliates of UT Communications Group

Torino FC S.p.A.

17 -

Total

67,860 4,308

40,031 -

Income and expense
(€ thousands)

Operating

Financial
income

Operating

revenue costs

Financial
expense

(Expense)/
Income from
investments

Parent UT Communications

Subsidiaries of Cairo Communication
Group

Cairo Pubblicita S.p.A.

111,8%5 - -

Cairo Editore S.p.A.

480 - -

7,129

La7 S.p.A.

149 (102,674Y -

Cairo Publishing S.r.l.

(28-)

Il Trovatore S.r.l.

22 (88-) -

RCS MediaGroup S.p.A.

260 (807) -

Digicast S.r.l.

46 - -

Affiliates of UT Communications Group

Torino FC S.p.A.

100 - -

Total

112,872 (103,569) -

(31) 7,101

(@)

particular, elimination of the fees of La7, equaBuro 102,674 thousand, as shown in the table.

Cairo
Editore

RCS Cairo Cairo
MediaGroup Pubblicita Publishing

La7 1l
Trovatore

Torino FC

Expense
(€ thousands)

Internet services

Publishers’ fees

- (88) B

Seconded personnel

- (138) - -

(102,674)

Leases and ancillary expense

- (653) - -

Mandatory notices

B (15) - -

Impairment losses on equity
investments

(28)

Other general expenses

B 1) - -

Interest expense

(31-) - -

Total

- (807-) - (28-)

102,705 (88) -
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Cairo RCS Cairo Digicast La7 Il Trovatore  Torino FC
Editore  MediaGroup Pubblicita
Income
(€ thousands)
Sub-concession payment - - 108,654
Administrative services and use of 480 - - - 22 100
serviced space 3,000
Recharged costs - 260 46 149
161
Dividends 7,129 - - - - -
Total 7,609 260 111,815 46 149 22 100

Cairo Communication provides a range of servicestiomber of its subsidiaries and investees

relating mainly to management accounting softwarge of serviced spaces, administration, finance,

treasury, management control, credit management raatketing activities, to allow the individual

companies to benefit from economies of scale ane refficient management.

In 2018, Cairo Pubblicita S.p.A. worked for Cairof@munication:

- as sub-lessee of Cairo Communication for TV adsexgi sales (La7 and theme channels under
concession Cartoon Network and Boomerang) andretexdvertising sales;

- as sub-lessee for print media advertising salesfonithe magazines of Editoriale Genesis.

Under these agreements, Cairo Pubblicita direatlpices customers and returns a percentage of guece

to the sub-lessor.

In the year under review, there were no transastiaith the parent (U.T. Communications) or with

subsidiaries of the latter, except for the contrath Torino F.C. for the provision of administnai

services such as bookkeeping; the agreement setsnaial fee of Euro 100 thousand.

Cairo Communication presented the tax consolidadireme option pursuant to art. 117/129 of the TUIR

(Consolidated Income Tax Act) starting from 201@gether with the subsidiaries Cairo Editore, Cairo

Pubblicita, Diellesei in liquidation, Cairo Publisl, La7 and Cairo Network.

Fees paid to the directors in the year are analyz@tbte 30 “Board of Directors’ and Board of Staiy

Auditors’ fees” and in the Remuneration Reportpared pursuant to art. 123 ter of the TUF.

In 2018, Studio Magnocavallo e Associati earned fiee professional services provided to companies o

the Cairo Communication Group for approximatelyd=R2v6 thousand.

During the year, no transactions were concludeti wiembers of the Board of Directors of the Company,

general managers and/or key management personeelbens of the Board of Statutory Auditors, and the

Financial Reporting Manager, further than fees paid as already shown in this Note.

The procedures adopted by the Group for relatety p@nsactions, to ensure transparency and sufatan

and procedural fairness, made by the Company eitinectly or through its subsidiaries, are illustdin

the Directors’ Report in the section on the “RemortCorporate Governance”.
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29. Risk management

Liquidity risk
Liquidity risk may arise from difficulties in obtaing loans to support operations in accordance thi¢h

proper timescales, and, if necessary, to repasléalling due.

Mention should be made that in July 2016, as patte transaction for the acquisition of controlRES,
Cairo Communication had concluded a revolving facilith Intesa Sanpaolo for a total amount of Euro
140 million, aimed at funding both payment of tlastt component of the Offer and other general catpor
purposes. The loan has a duration of 60 monthms the date of first use, with a margin of 48 basimts
over the Euribor (for a duration corresponding e televant interest period), and does not recane

collateral or financial covenants, or limits to tistribution of dividends by Cairo Communication.

Liquidity analysis

The table below summarizes the equity profile ofr@&€ommunication current assets and liabilitieSht
December 2018:

Description 31/12/2018 31/12/2017 Change
Trade receivables and other current assets 49.8 51.2 1.9
Trade payables and other current liabilities (78.1) 68.5) (9.6)

Net working capital (28.3) (17.3) (11.0)

Cash and cash equivalents 4.3 6.6 (2.3)
Current financial liabilities (40.0) - (40.0)
Current net financial position (35.7) 6.6 (42.3)

Difference between current assets and current
liahilities (64.1) (10.8) (53.3)

At 31 December 2018, the difference between cumsséts and liabilities showed a negative balahEeim

64.1 million, a difference of Euro 53.3 million eis the prior year (a negative Euro 10.8 millior3at

December 2017), due mainly to the lower use ofntieelium/long-term revolving line and the activatian

short-term financial liabilities arising from thash deposit agreement with La7 S.p.A.

In this regard, it should be noted that, at 31dbaner 2018:

- only approximately Euro 40 million out of a total Buro 140 million of the medium-long term
revolving credit facility granted by Banca IntesaGairo Communication had been drawn down at 31

December 2018;

- the Company attempts to ensure that an approg@inali¢y to generate cash is maintained, even under

the current market conditions;
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- current financial liabilities, amounting to Euro #ddllion, are entirely attributable to the shortre

interest-bearing liquidity deposit agreement codelliwith La7 S.p.A. on 19 October 2018. Under

the contract, the duration of the deposit will lEyaotiated from time to time in a monthly interval

between one and twelve months at the request oSL@A..

The table below summarizes the time profile of €&ommunication financial assets and liabilities3 At

December 2018 based on the non-discounted coltecand payments set out in the contracts (including

principal and interest even if not accrued at tporting date):

31 December 2018 Ondemand <6 months 6 m-1 year Years 2-5 years >5 years Total
Non-current financial - - - - 243 - 243
receivables

Cash and cash equivalents 43 - - - - 43
Interest income - - - - - - -
Total financial assets 4.3 - - - 243 - 28.6
Financial payables to third

parties - - - - (40.0) - (40.0)
Hedging derivatives B B B B B B B
Financial payables to Group

companies - - (40.0) - - - (40.0)
Interest expense R 0.1) 0.1) 0.3) R ) (05)
Total financial liabilities B 0.1) (40.1) (0.3) (40.0) B (80.5)
31 December 2017 Ondemand <6 months 6 m-1year Years 2-5 years >5 years Total
Non-current financial - - - - 16.8 - 16.8
receivables

Cash and cash equivalents 6.6 - - - - 6.6
Interest income - - - - - - -
Total financial assets 6.6 - - - 16.8 - 234
Financial payables to third

parties - - - - (78.2) - (78.2)
Financial payables to Group

companies - - - - - - -
Interest expense R 0.2) 0.2) 0.8) 0.2) ) 1.3)
Total financial liabilities B 0.2) (0.2) (0.8) (78.4) B (79.5)

The amounts shown in the table above, unlike theusits of total net financial debt, include non-rett

bearing non-current financial receivables of Eu#o32million (Euro 16.8 million in 2017) granted tioe

subsidiary Cairo Network S.r.|.
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Interest rate risk

Interest rate risk consists of potential and higfieancial expense stemming from an unfavorable and
unexpected change in interest rates. At 31 Dece@0®8, the Company holds exclusively floating rate
financial instruments and, therefore, is exposeshid risk.

The floating rate financial instruments exposednterest rate risk are those included in the nsrfcial
position, amounting to Euro -75.7 million at 31 Bewer 2018. Regarding these values, a variatiofi-of
1% in the reference interest rate curves wouldlr@swan increase (decrease) in financial experigeuoo

0.7 million on an annual basis.

Currency risk
Cairo Communication is not exposed to currency aiskevenue is generated entirely in Italy andthen

costs are incurred in Euro.

Credit risk
Cairo Communication has limited exposure to cremik given that its advertising sales activitieg ar
performed through sub-concession agreements wétlsubsidiary Cairo Pubblicita. Trade receivables a

therefore due almost entirely from other Group cames.

The table below shows the Group’s maximum exposuceedit risk for equity components:

Description 31/12/2018 31/12/2017 Change
Trade receivables 48.9 49.2 0.3)
Other current assets 0.2 13 1.2)
Non-current financial receivables 24.2 16.8 7.4
Total receivables and other assets 73.3 67.4 5.9
Cash and cash equivalents 4.3 6.6 (2.3)
Total 77.6 73.9 3.7

The breakdown of trade receivables by due daterisented on in Note 14.

30. Financial Instruments: disclosures
As required by IFRS 7, the table below shows theygsy amounts of items included in each category

identified by IFRS 9.
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The carrying amount generally coincides with theasugement at amortized cost of the financial
assets/liabilities, except for derivative instrutiseaind other equity instruments measured at faireva

In accordance with IFRS 7, other receivables améroturrent assets, shown in the table below, do no
include tax receivables, accrued income and pregaioenses and receivables from social security
institutions.

Likewise, sundry payables and other current litibgido not include payables to social securititimsons,

accrued expenses and deferred income, and untakdayhentitlement.

Description
31/12/2018 31/12/2017

FINANCIAL ASSETS

Financial assets at amortized cost

Non-current financial receivables 24.2 16.8
Trade receivables 0.4 0.7
Receivables from parents, associates and affiliates 48.3 48.5
Sundry receivables and other current assets 0.1 0.1
Cash and cash equivalents 4.3 6.6
TOTAL 77.3 72.7

FINANCIAL LIABILITIES
Financial liabilities at amortized cost

Non-current financial payables and liabilities 40.0 8.27
Current financial payables 40.0 -
Trade payables 2.9 3.3
Payables to parents, associates and affiliates 72.1 29 6
Sundry payables and other current liabilities 0.5 50
TOTAL 156.6 146.0

In accordance with IFRS 7, the effects producedthe income statement on financial

assets/liabilities measured at amortized cost ateduo Euro 0.4 million.

31. Board of Directors’ and Board of Statutory Audiors’ fees

For the year ended 31 December 2018, the follownhgrmation referring to the fees paid to Directors

Statutory Auditors, General Managers and key managé personnel, also in subsidiaries, is analyred i
detail in the Remuneration Report, prepared putsioaart. 123 ter of the TUF, and in summary fomthe

table below:
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(€ millions) Cost of senices Personnel expense Sundry
payables anc

In Cairo Communication S.p.A.

Board of Directors - fees 0.3)

Board of Statutory Auditors - fees 0.1) - 0.0
Chief Executive Officers 0.9 0.7) 0.2
Key management personnel - 0.3)

Total from Cairo Communication S.p.A. (0.8) 1.0) 0.2

In subsidiaries

Board of Directors - fees 0.1)

Board of Statutory Auditors - fees 0.2 - 0.2
Chief Executive Officers (3.9 - 17
Key management personnel 0.2) (5.0 0.1
Total from subsidiaries 4.4) (5.0) 2.0
Grand total (5.2) (6.0) 2.3

It should be noted that:

= there are no agreements in place between the Ramdrthe directors for any indemnity in the eveint o
resignation or unjust dismissal, or in the evestrtemployment relationship ceases following a take
bid;

= there are agreements in place between the ParenhtJharto Fornara, subject to non-competition

commitments for 18 months following terminationto§ management relationship with the Parent, for
payment during his relationship of a gross anneldf Euro 100 thousand.

Moreover, there are no succession plans regardiecuéve directors.

At 31 December 2018, key management personnekaC#iro Communication Group was composed of:

» Giuseppe Ferrauto (Director, General Manager anthgexr of Cairo Editore);

* Marco Ghigliani (CEO, General Manager and manafead);

* Mario Cargnelutti (Director and operations manag@érCairo Pubblicita and manager of Cairo
Communication);

* Alberto Braggio (Director of Cairo Editore and heafdplanning, finance and control and manager of

Cairo Communication).

Cairo Communication has no current stock optiompkt this time.
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32. Transactions deriving from atypical and/or unusial or non-recurring transactions
Pursuant to CONSOB Communication of 28 July 2006Di©6M/6064296, it should be noted that in 2018

the Cairo Communication Group did not engage inatgical and/or unusual transactions as definethéy

above Communication.

33. Entity which prepares the consolidated financiastatements of the largest body of entities, of

which the entity forms part as a subsidiary

U.T. Communications S.p.A., with registered officeVia Montenapoleone 8, Milan, where a copy of the

consolidated financial statements is also available

34. Entity which prepares the consolidated financiastatements of the smallest body of entities, of

which the entity forms part as a subsidiary

U.T. Communications S.p.A., with registered officeVia Montenapoleone 8, Milan, where a copy of the

consolidated financial statements is also available

35. Events after the reporting period and businessutlook

Events after the reporting period and the busineisok are commented on in the Directors’ Report.
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Shareholders,

We invite you to approve the separate financigkstents as at and for the year ended 31 Decemié&r 20
and the accompanying reports, and we propose #tebdition of a dividend of Euro 0.14 per sharesgr

of tax.
Shareholders are invited:

* to approve the financial statements for the yeaedr31 December 2018, which show profit for the
year of Euro 6,458,094.37;

* to resolve on the distribution to shareholders divedend of Euro 0.14 per share, gross of taxefeh
share entitled to receive profit distributions,iwihe exception of treasury shares held by the @omp
on the date prior to the record date pursuant to88terdeciesof the TUF, by allocating the entire
profit for the year of Euro 6,458,094.37 and drayvam the share premium reserve for the differemce u
to of Euro 12,360,229.35.

If approved by the Shareholders, the dividend abBEL14 per share will be made payable on 29 M&p20

(record date pursuant to art. 83-terdecies of H€:T28 May 2019), prior to detachment of coupon I®.

on 27 May 2019.

For the Board of Directors

Chairman Urbano Cairo
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Cairo Communication S.p.A.
Financial statements at 31 December 2018 — Anrax@s
Appendix

223



ANNEX1

List of investments in direct subsidiaries

Profit (loss)
Company name and registered office Share mostrecent gty %
(€ millions) Capital ancial period (*) held

Cairo Editore S.p.A- Milan
At 31/12/17 1.0 7.1 9.2 99.95
At 31/12/18 1.0 5.2 7.2 99.95

Rcs MediaGroup S.p.A- Milan
At 31/12/17 475.1 53.7 410.2 59.69
At 31/12/18 270.0 41.9 451.3 59.69

LA7 S.p.A- Rome
At 31/12/17 1.0 (5.3) 88.8 100.00
At 31/12/18 1.0 (3.8) 85.0 100.00

Il Trovatore S.r.l. - Milan
At 31/12/17 0.0 0.1 0.5 80.00
At 31/12/18 0.0 0.1 0.6 80.00

Cairo Pubblicita S.p.A. - Milan
At 31/12/17 2.8 0.1 2.3 100.00
At 31/12/18 2.8 (0.3) 2.0 100.00

Diellesei S.r.l. in liquidation - Milan
At 31/12/17 0.0 0.0 0.0 60.00
At 31/12/18 0.0 0.2 0.1 60.00

Cairo Publishing S.r.l.- Milan
At 31/12/17 0.0 0.2) (0.2) 100.00
At 31/12/18 0.0 (0.0) (0.0) 100.00

Cairo Network S.r.l. - Milan
At 31/12/17 55 (1.3) 4.1 100.00
At 31/12/18 5.5 (0.4) 3.6 100.00

(*) Figures at 31/12/2017 refer to the financiatements approved by the respective Shareholderstivys. Figures at 31/12/2018
refer to the draft financial statements approvedhieyrespective Boards of Directors.
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ANNEX 2

Summary figures of the draft financial statements dsubsidiaries in the advertising segment,
il Trovatore and discontinued operations at 31 Decaber 2018

Cairo Pubblicita Il Trovatore Diellesei S.r.l.in
(€ milions) liquidation
Financial statements at Financial statements Financial statements
31.12.18 at 31.12.18 at 31.12.18
Assets
A) Share capital proceeds to be received 0.00 0.00 0.00
B) Intangible fixed assets 0.00 0.00 0.00
Tangible fixed assets 0.04 0.00 0.00
Financial fixed assets 0.00 0.00 0.00
Total non-current assets 0.04 0.00 0.00
C) Inventory 0.00 0.00 0.00
Receivables 77.22 1.33 0.01
Current financial assets 0.00 0.00 0.00
Cash and cash equivalents 8.40 0.06 0.06
Total current assets 85.62 1.40 0.07
D) Prepayments and accrued income 0.22 0.00 0.00
Total assets 85.88 1.40 0.07
Liahilities
A) Share capital 2.82 0.03 0.01
Income-related and other reserves 0.01 0.01 0.00
Shareholders' contributions to cover losses 0.00 0.00 0.06
Retained earnings (losses carried forward) (0.54) 0.43 (0.21)
Net profit (loss) for the year (0.27) 0.09 0.21
Total equity 2.02 0.55 0.07
B) Provisions for risks and charges 1.44 0.00 0.00
C) Post-employment benefits 1.59 0.02 0.00
D) Payables 80.28 0.83 0.00
E) Accrued expenses and deferred income 0.58 0.00 0.00
Total liabilities 85.88 1.40 0.07
Income statement
A) Production revenue 158.15 0.88 0.28
B) Production costs (158.37) (0.74) 0.00
Difference between operating revenue and dipgraxpense (0.22) 0.13 0.28
C Financial income (expense) 0.00 0.00 0.00
D) Adjustments to financial assets 0.00 0.00 0.00
Profit (loss) before tax (0.21) 0.13 0.28
Income taxfor the year (0.06) (0.04) (0.07)
Net profit (loss) for the year (0.27) 0.09 0.21
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ANNEX 3

Summary figures of the draft financial statements bdirect subsidiaries in the Cairo
Editore publishing segment, TV publishing La7, RCSand Network Operator at 31
December 2018.

Cairo Editore Rcs MediaGroup  Cairo Publishing LA7 Cairo Network

Financial Financial Financial Financial Financial
statements at statements at statements at  statements statements at
(€ milions) 31.12.18 31.12.18 31.12.18 at 31.12.18 31.12.18
Assets
A) Share capital proceeds to be received 0.00 0.00 0.00 0.00 0.00
B) Intangible fixed assets 7.07 25.50 0.00 14.76 33.17
Tangible fixed assets 1.85 40.83 0.00 2.23 0.00
Investment property 0.00 2.75 0.00 0.00 0.00
Financial fixed assets 0.05 448.84 0.00 0.15 0.00
Total non-current assets 8.97 517.92 0.00 17.13 33.16
C) Inventory 272 13.78 0.10 0.48 0.00
Receivables 31.99 171.17 1.92 112.79 6.56
Current financial assets 0.00 269.52 0.00 0.26 0.00
Cash and cash equivalents 2.32 0.38 0.36 25.10 3.07
Total current assets 37.02 454.86 2.37 138.62 9.64
D) Prepayments and accrued income 0.40 6.30 0.00 0.57 0.00
Total assets 46.40 979.08 2.38 156.33 42.81
Liabilities
A) Share capital 1.04 270.00 0.01 1.02 5.50
Income-related and other reserves 1.02 114.05 0.01 87.75 0.00
Shareholders’ contributions 0.00 0.00 0.00 0.00 0.00
Retained earnings (losses carried forward) 0.00 25.28 0.00 0.04 (1.45)
Net profit (loss) for the year 5.16 41.93 (0.03) (3.84) (0.44)
Total equity 7.23 451.26 (0.01) 84.97 3.62
B) Provisions for risks and charges 115 33.45 0.48 5.30 0.00
C) Post-employment benefits 197 30.52 0.08 7.16 0.03
D) Payables and other liabilities 35.87 456.65 1.82 58.68 39.15
E) Accrued expenses and deferred income 0.18 7.20 0.00 0.22 0.00
Total liabilities 46.40 979.08 2.38 156.33 42.81
Income statement
A) Production revenue 87.55 583.57 1.38 109.93 12.11
B) Production costs (81.00) (545.15) (1.37) (115.55) (12.64)
Difference between operating revenue and dperaxpense 6.55 38.42 0.00 (5.62) (0.53)
C Financial income (expense) 0.00 (3.23) 0.00 (0.03) (0.04)
D) Adjustments to financial assets (0.00) 14.77 0.00 0.26 0.00
Profit (loss) before ta 6.5 49.9¢ 0.0C (5.39 (0.57
Income taxfor the year (1.38) (8.03) (0.03) 1.55 0.13
Net profit (loss) for the year 5.16 41.93 (0.03) (3.84) (0.44)
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ANNEX 4

Summary figures of the most recently approved finacdial statements of the
subsidiaries in the advertising segment, il Trovate and discontinued operations (31

December 2017)

Cairo Pubblicita

Il Trovatore

Diellesei S.r.l.in
liquidation

(€ milions)
Financial statements at Financial statements at  Financial statements at
31.12.17 31.12.17 31.12.17
Assets
A) Share capital proceeds to be received 0.00 0.00 0.00
B) Intangible fixed assets 0.00 0.00 0.00
Tangible fixed assets 0.03 0.00 0.00
Financial fixed assets 0.00 0.00 0.00
Total non-current assets 0.03 0.00 0.00
C) Inventory 0.00 0.00 0.00
Receivables 71.79 1.03 0.08
Current financial assets 0.00 0.00 0.00
Cash and cash equivalents 6.30 0.05 0.06
Total current assets 78.09 1.08 0.14
D) Prepayments and accrued income 0.27 0.00 0.00
Total assets 78.39 1.08 0.14
Liabilities
A) Share capital 2.82 0.03 0.01
Income-related and other reserves 0.00 0.01 0.00
Shareholders' contributions to cover losses 00 0. 0.00 0.06
Retained earnings (losses carried forward) 67)0. 0.33 (0.21)
Net profit (loss) for the year 0.14 0.10 (0.00)
Total equity 2.29 0.46 (0.14)
B) Provisions for risks and charges 153 0.00 0.06
C) Post-employment benefits 1.48 0.02 0.00
D) Payables 72.74 0.61 0.22
E) Accrued expenses and deferred income 0.35 0.00 0.00
Total liabilities 78.39 1.08 0.14
Income statement
A) Production revenue 149.17 0.88 0.00
B) Production costs (148.85) (0.74) 0.00
Difference between operating revenue and dipgrax 0.31 0.14 0.00
C Financial income (expense) 0.06 (0.00) 0.00
D) Adjustments to financial assets 0.00 0.00 0.00
Profit (loss) before tax 0.37 0.14 0.00
Income taxfor the year (0.23) (0.04) (0.00)
Net profit (loss) for the year 0.14 0.10 (0.00)
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ANNEX 5

Summary figures of the most recently approved finacdial statements of direct
subsidiaries in the Cairo Editore publishing segmeiy TV publishing La7, RCS and
network operator (31 December 2017).

(€ milions)

Assets
A) Share capital proceeds to be received
B) Intangible fixed assets
Tangible fixed assets
Investment property
Financial fixed assets
Total non-current assets
C) Inventory
Receivables

Current financial assets

Cash and cash equivalents
Total current assets
D) Prepayments and accrued income
Capital invested in assets held for sale
Total assets

Liabilities

A) Share capital
Income-related and other reserves
Shareholders’ contributions
Retained earnings (losses carried forward)
Net profit (loss) for the year

Total equity

B) Provisions for risks and charges

C) Post-employment benefits

D) Payables

E) Accrued expenses and deferred income

Total liabilities

Income statement
A) Production revenue
B) Production costs

Difference between operating revenue and dipegraxpense

C Financial income (expense)

D) Adjustments to financial assets
Profit (loss) before tax

Income taxfor the year

Net profit (loss) for the year

Cairo Editore Rcs MediaGroup  Cairo Publishing LA7 Cairo Network
Financial Financial Financial Financial Financial
statements at statements at statements at  statements at  statements at
31.12.17 31.12.17 31.12.17 31.12.17 31.12.17
0.00 0.00 0.00 0.00 0.00
8.21 37.48 0.00 18.41 35.27
1.98 45.71 0.01 1.56 0.00
0.00 2.76 0.00 0.00 0.00
0.05 472.02 0.00 0.19 0.00
10.24 557.96 0.01 20.17 35.27
2.05 10.65 0.07 0.28 0.00
28.43 186.28 1.75 63.70 9.72
0.00 270.33 0.00 0.02 0.00
5.85 0.68 0.15 93.47 0.09
36.33 467.95 1.97 157.46 9.81
0.78 6.21 0.00 0.66 0.00
47.34 1,032.12 1.98 178.29 45.08
1.04 475.13 0.01 1.02 5.50
1.02 101.29 0.01 93.06 0.00
0.00 0.00 0.13 0.00 0.00
00.0 (219.96) 0.00 0.04 (0.15)
7.13 53.69 (0.21) (5.30) (1.29)
9.20 410.16 (0.06) 88.81 4.05
1.20 34.35 0.33 6.05 0.00
1.96 31.69 0.22 7.31 0.02
34.86 548.45 148 75.74 41.00
0.12 7.47 0.00 0.39 0.00
47.34 1,032.12 1.98 178.29 45.07
92.04 500.13 1.36 101.40 8.00
(81.62) (458.27) (1.57) (109.16) (9.64)
10.42 41.86 0.21) (7.76) (1.64)
0.00 (8.10) (0.00) 0.32 (0.06)
(0.01) 28.64 0.00 (0.01) 0.00
10.41 62.40 (0.21) (7.45) (1.70)
(3.28) (8.71) (0.00) 2.15 0.41
7.13 53.69 (0.21) (5.30) (1.29)
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Appendix

Information pursuant to Article 149-duodecies of CONSOB Issuer
Regulations

The following summary, prepared pursuant to ar@-fidt of CONSOB Issuer Regulations, shows
the fees for the current period for auditing antieotservices provided by the Independent
Auditors.

(€ millions) Senices provided by Fees for the year
Audit

Parent - Cairo Communication S.p.A. KPMG S.p.A. 10.
Subsidiaries - excluding RCS MediaGroup and sub&di KPMG S.p.A. 20.
Other senices

Parent - Cairo Communication S.p (&) KPMG (*) 0.1
Subsidiaries (***) KPMG (*) 0.1
Total 0.5

(*) Other companies included in the network of KPN8(.A.

(**) Risk assessment servicesethodological support and assistance to Managemenpdating the mapping of corporate risks and in
testing activities under Law 262/05 and related gaglysis, methodological support and assistandéateagement in the reporting of
non-financial information. Other services includee tlimited audit of the Consolidated Non-Financithtement of the Cairo
Communication Group.

(***) Risk assessment and gap analysis services asfphe process of updating the Model pursuant toidlaetive Decree 231/01,
assistance to Managemanttesting activities under Law 262/05 and related gaplysis, methodological support and assistance to
Management in the reporting of non-financial infation.

Auditing and other services to RCS MediaGroup dadsubsidiaries are provided by the
Independent Auditors Deloitte & Touche S.p.A. asveh in the table below:

(€ millions) Senvices provided by Fees for the year
Audit

RCS MediaGroup S.p.A. Deloitte & Touche S.p.A. (
Subsidiaries Deloitte & Touche S.p.A. (
Other senvices (*)

RCS MediaGroup S.p.A. Deloitte & Touche S.p.A. (
Subsidiaries Deloitte & Touche S.p.A. (
Total 0

(*) These include certification services relating ® @onsolidated Non-Financial Statement of RCS Mextiap (Euro 19 thousand); and other consulting
services provided to a Spanish subsidiary of RC8i;M&roup (Euro 26 thousand).
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CERTIFICATION OF THE SEPARATE FINANCIAL STATEMENTS PURSUANT

TO ART. 81-TER OF CONSOB REGULATION NO. 11971 OF 14MAY 1999 AS

SUBSEQUENTLY AMENDED AND SUPPLEMENTED

1. The undersigned Urbano Roberto Cairo, as Chairafaihe Board of Directors, and Marco
Pompignoli, as Financial Reporting Manager of C&ammmunication S.p.A., also in accordance
with art. 154 bis, paragraphs 3 and 4 of Legistabecree no. 58 of 24 February 1998, certify:

« the adequacy of the characteristics of the Compad

* the effective application of administrative armt@unting procedures for the preparation of the
2018 separate financial statements.

2. We also certify that:

2.1 the separate financial statements at 31 Deqe?ddS:

a) have been prepared in compliance with Internatidfiaancial Reporting Standards
endorsed by the European Union, pursuant to EECulRegn 1606/2002 of the European
Parliament and Council, of 19 July 2002;

b) are consistent with the accounting records and £obkhe Company;

C) give a true and fair view of the financial positiand results of operations of the Issuer.
2.2 the Directors’ Report contains a reliable asiglpn performance and operating results, as well
as on the position of the Issuer, together witlescdption of the principal risks and uncertainties

it is exposed to.

Milan, 26 March 2019

For the Board of Directors Financial Reporting Manager
Chairman
(Urbano Roberto Cairo) (Marco Pompigho
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KPMG S.p.A.

Revisione e organizzazione contabile
Via Vittor Pisani, 25

20124 MILANO MI

Telefono +39 02 6763.1

Email it-fmauditaly@kpmg.it

PEC kpmgspa@pec.kpmag.it

(Translation from the Italian original which remains the definitive version)

Independent auditors’ report pursuant to article 14 of
Legislative decree no. 39 of 27 January 2010 and article 10
of Regulation (EU) no. 537 of 16 April 2014

To the shareholders of
Cairo Communication S.p.A.

Report on the audit of the separate financial statements

Opinion

We have audited the separate financial statements of Cairo Communication S.p.A.
(the “Company”), which comprise the income statement at 31 December 2018, the
statements of comprehensive income, financial position, cash flows and changes in
equity for the year then ended and notes thereto, which include a summary of the
significant accounting policies.

In our opinion, the separate financial statements give a true and fair view of the
financial position of Cairo Communication S.p.A. as at 31 December 2018 and of its
financial performance and cash flows for the year then ended in accordance with the
International Financial Reporting Standards endorsed by the European Union and the
Italian regulations implementing article 9 of Legislative decree no. 38/05.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISA
Italia). Our responsibilities under those standards are further described in the
“Auditors’ responsibilities for the audit of the separate financial statements” section of
our report. We are independent of the Company in accordance with the ethics and
independence rules and standards applicable in Italy to audits of financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Societa per azioni
Capitale sociale
Euro 10.345.200,00 i.v.

KPMG S.p.A. e una societa per azioni di diritto italiano e fa parte del
network KPMG di entita indipendenti affiliate a KPMG International
Cooperative (“KPMG International”), entita di diritto svizzero.

Ancona Aosta Bari Bergamo
Bologna Bolzano Brescia
Catania Como Firenze Genova
Lecce Milano Napoli Novara
Padova Palermo Parma Perugia
Pescara Roma Torino Treviso
Trieste Varese Verona

Registro Imprese Milano e
Codice Fiscale N. 00709600159
R.E.A. Milano N. 512867

Partita IVA 00709600159

VAT number IT00709600159
Sede legale: Via Vittor Pisani, 25
20124 Milano MI ITALIA



Cairo Communication S.p.A.
Independent auditors’ report
31 December 2018

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in the audit of the separate financial statements of the current year. These
matters were addressed in the context of our audit of the separate financial
statements as a whole, and in forming our opinion thereon, and we do not provide a

separate opinion on these matters.

Recoverability of the investment in the subsidiary RCS MediaGroup S.p.A.

Notes to the separate financial statements: Note 11 “Investments”

Key audit matter

Audit procedures addressing the key
audit matter

The separate financial statements at 31
December 2018 include equity investments
of €329.0 million, comprising the investment
of €304.9 million in the subsidiary RCS
MediaGroup S.p.A..

The Company tests the carrying amount of
the investment for impairment annually and,
in any case, whenever there are indicators of
impairment, by comparing it with its
estimated recoverable amount.

The Company calculated the recoverable
amount of its investment in the subsidiary
RCS MediaGroup S.p.A. by estimating its
value in use, using a method that discounts
its expected cash flows. The model is very
complex and entails the use of estimates
which, by their very nature, are uncertain and
subjective, about:

the expected cash flows, calculated by
taking into account the general
economic performance and that of the
Company’s sector, the actual cash flows
for past years and the projected growth
rates;

the financial parameters used to
calculate the discount rate.

For the above reasons and considering the
materiality of the caption, we believe that the
measurement of the investment in the
subsidiary RCS MediaGroup S.p.A. is a key
audit matter.

Our audit procedures included:

understanding the process adopted for
impairment testing approved by the
Company’s board of directors;

understanding the process adopted to
prepare the forecasts from which the
expected cash flows used for impairment
testing have been derived;

analysing the reasonableness of the
assumptions used to prepare the
forecasts;

checking any discrepancies between the
previous year forecast and actual
figures, in order to check the accuracy of
the estimation process;

comparing the expected cash flows used
for impairment testing to those forecast
in the business plans and analysing the
reasonableness of any discrepancies;

involving experts of the KPMG network
in the assessment of the
reasonableness of the impairment
testing model and related assumptions,
including by means of a comparison with
external data and information;

checking the sensitivity analysis
presented in the notes in relation to the
key assumptions used for impairment
testing;

assessing the appropriateness of the
disclosures provided in the notes about
the recoverability of the investment in
the subsidiary RCS MediaGroup S.p.A..




Cairo Communication S.p.A.
Independent auditors’ report
31 December 2018

Responsibilities of the Company’s directors and board of statutory auditors
(“Collegio Sindacale”) for the separate financial statements

The directors are responsible for the preparation of separate financial statements that
give a true and fair view in accordance with the International Financial Reporting
Standards endorsed by the European Union and the Italian regulations implementing
article 9 of Legislative decree no. 38/05 and, within the terms established by the Italian
law, for such internal control as they determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud
or error.

The directors are responsible for assessing the Company’s ability to continue as a
going concern and for the appropriate use of the going concern basis in the
preparation of the separate financial statements and for the adequacy of the related
disclosures. The use of this basis of accounting is appropriate unless the directors
believe that the conditions for liquidating the Company or ceasing operations exist, or
have no realistic alternative but to do so.

The Collegio Sindacale is responsible for overseeing, within the terms established by
the Italian law, the Company’s financial reporting process.

Auditors’ responsibilities for the audit of the separate financial statements

Our objectives are to obtain reasonable assurance about whether the separate
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISA Italia will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these separate financial statements.

As part of an audit in accordance with ISA ltalia, we exercise professional judgement
and maintain professional scepticism throughout the audit. We also:

— identify and assess the risks of material misstatement of the separate financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control;

— obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control;

— evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the directors;

— conclude on the appropriateness of the directors’ use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors’ report
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to the related disclosures in the separate financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditors’ report. However, future
events or conditions may cause the Company to cease to continue as a going
concern;

— evaluate the overall presentation, structure and content of the separate financial
statements, including the disclosures, and whether the separate financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance, identified at the appropriate
level required by ISA Italia, regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have
complied with the ethics and independence rules and standards applicable in Italy and
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the separate financial
statements of the current year and are, therefore, the key audit matters. We describe
these matters in our auditors’ report.

Other information required by article 10 of Regulation (EU) no. 537/14

On 28 April 2011, the Company’s shareholders appointed us to perform the statutory
audit of its separate and consolidated financial statements as at and for the years
ending from 31 December 2011 to 31 December 2019.

We declare that we did not provide the prohibited non-audit services referred to in
article 5.1 of Regulation (EU) no. 537/14 and that we remained independent of the
Company in conducting the statutory audit.

We confirm that the opinion on the separate financial statements expressed herein is
consistent with the additional report to the Collegio Sindacale, in its capacity as audit
committee, prepared in accordance with article 11 of the Regulation mentioned above.

Report on other legal and regulatory requirements

Opinion pursuant to article 14.2.e) of Legislative decree no. 39/10 and article
123-bis.4 of Legislative decree no. 58/98

The Company’s directors are responsible for the preparation of the directors’ report
and report on corporate governance and ownership structure at 31 December 2018
and for the consistency of such reports with the related separate financial statements
and their compliance with the applicable law.

We have performed the procedures required by Standard on Auditing (SA Italia) 720B
in order to express an opinion on the consistency of the directors’ report and the
specific information presented in the report on corporate governance and ownership
structure indicated by article 123-bis.4 of Legislative decree no. 58/98 with the
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Company'’s separate financial statements at 31 December 2018 and their compliance
with the applicable law and to state whether we have identified material
misstatements.

In our opinion, the directors’ report and the specific information presented in the report
on corporate governance and ownership structure referred to above are consistent with
the Company’s separate financial statements at 31 December 2018 and have been
prepared in compliance with the applicable law.

With reference to the above statement required by article 14.2.e) of Legislative decree
no. 39/10, based on our knowledge and understanding of the entity and its
environment obtained through our audit, we have nothing to report.

Milan, 29 March 2019

KPMG S.p.A.

(signed on the original)

Francesco Cuzzola
Director of Audit



Report of the Board of Statutory Auditors
to the Shareholders’ Meeting of Cairo Communication S.p.A.

pursuant to art. 153 of Legislative Decree no. 58 of 24 February 1998

Shareholders,

the Board of Statutory Auditors, pursuant to art. 153 of Legislative Decree 58/1998, is
called upon to report to the Shareholders' Meeting on the supervisory activity performed
and on any omissions or reprehensible facts found. The Board of Statutory Auditors may
also put forward observations and proposals regarding the financial statements, their
approval and the matters within its responsibilities.

During the year ended 31 December 2018, we performed the supervisory activity
prescribed by law, taking into account the standards of conduct recommended by the
Italian Association of Public Accountants and Accounting Professionals, and the relevant
instructions provided by CONSOB communications concerning corporate control and the

activities of the Board.

The above being stated, these are the results of the prescribed supervisory activity

performed by the Board of Statutory Auditors during the year:
e we monitored the observance of the law and of the Bylaws;

e we attended the Shareholders’ Meetings and those of the Board of Directors held
during the year, receiving from the Directors, in accordance with their obligations to
report to the Board of Statutory Auditors, under art. 150, par. 1, of Legislative Decree
no. 58/1998, timely and appropriate information on the overall business performance
and outlook, and the most relevant transactions, in terms of size and nature, made by

the Company and its subsidiaries;

e to the extent of our responsibilities, we gathered information on compliance with the
law and the Bylaws, and oversaw compliance with the principles of proper
governance and appropriateness of the Company’s organizational structure, through
direct observation, through information gathered from the managers of the
departments involved, through regular exchange of information with the Independent
Auditors tasked with the statutory audit, by attending the meetings of the Control and



Risk Committee, the Remuneration and Appointments Committee, the Related Party

Committee and meetings with the Supervisory Body;

we oversaw the operation and effectiveness of the internal control systems and the
adequacy of the administrative-accounting system and, specifically, its reliability to
properly illustrate operational events;

as “Internal Control and Audit Committee” pursuant to art. 19 of Italian Legislative
Decree no. 39/2010, we performed the supervisory activity prescribed therein with
regard to: a) the financial reporting process; b) the effectiveness of the internal
control and corporate risk management systems, as regards financial reporting,
without violating its independence; c) the statutory audit of the financial statements
and the consolidated financial statements; d) the independence of the Independent
Auditors as required by law, in particular as regards the adequacy of the provision of
services other than auditing, in accordance with art. 5 of Regulation (EU) no.
537/2014. The Independent Auditors provided us with the Reports, pursuant to art. 14
of Legislative Decree no. 39/2010 and to art. 11 of Regulation (EU) no. 537/2014, as
well as the certification of the "Annual Confirmation of Independence”, pursuant to
art. 6 of Regulation (EU) no. 537/2014. We analyzed, again pursuant to art. 6, the
risks regarding the independence of the Independent Auditors and the measures it
adopted to constrain such risks;

we controlled the proper operation of the audit system on Group companies and the
appropriateness of instructions given to them, pursuant also to art. 114, par. 2, of
Legislative Decree no. 58/1998;

we took note of the preparation of the Remuneration Report, pursuant to art. 123 ter
of Legislative Decree 58/1998 and to art. 84 quater of CONSOB Regulations
11971/1999, with no particular issues to report;

we controlled the actual implementation of corporate governance rules provided by
the Corporate Governance Code for Listed Companies issued by Borsa Italiana
S.p.A,, as adopted by the Company;

we oversaw compliance of the internal procedure referred to related-party

transactions with the principles contained in the Regulations approved by CONSOB



through resolution no. 17221 of 12 March 2010 as subsequently amended, and
compliance with the above Regulations, pursuant to art. 4, par. 6;

we assessed compliance with the laws and regulations on the preparation and layout
of the financial statements and consolidated financial statements, as well as the
documents attached thereto. Specifically, the financial statements and consolidated
financial statements are accompanied by the prescribed statements of conformity
signed by the Chairman of the Board of Directors and by the Financial Reporting
Manager, pursuant to art. 8l-ter of CONSOB Regulations 11971/1999 as
subsequently amended and supplemented;

we assessed that the 2018 Directors' Report on Operations complies with the laws and
regulations, consistent with the resolutions adopted by the Board of Directors and
with the facts illustrated in the financial statements and consolidated financial
statements. The half-year report and quarterly reports were published in accordance
with the law and regulations currently in force and required no comments from the

Board of Statutory Auditors;

we assessed the absence of grounds for forfeiture of its members, pursuant to art. 148
TUF, as well as the continued validity of the independence requirements, pursuant to
par. 3 of the above article and to the Application Criterion 8.C.1 of the Corporate
Governance Code for Listed Companies;

we oversaw, to the extent of our responsibilities, compliance with the provisions of
art. 3, par. 7, of Legislative Decree no. 254 of 30 December 2016, with regard to the
"Consolidated Non-Financial Statement”. The Board of Directors has appointed
KPMG S.p.A., the entity in charge of the statutory audit, to perform the tasks set out
in art. 4, par. 10, of the decree, which issued a statement on the compliance of the
information presented with the requirements of articles 3 and 4 of the above decree.

The specific indications to provide with this Report are listed below, in accordance with

the provisions of CONSOB Communication no. DEM/1025564 of 6 April 2001 as

subsequently amended:

1.

We gathered information on the transactions having a significant impact on the
balance sheet, income statement and cash flows carried out during the year, also
through subsidiaries, to verify that they were made in compliance with the law and

3



the Bylaws and that they were neither imprudent or such as to jeopardize the

integrity of corporate assets.

In performing its duties, the Board did not identify any atypical and/or unusual

transactions made during the year with third, intra-group or related parties.

The procedures adopted by the Company for related party transactions are
illustrated in section 12 of the "Report on Corporate Governance and Ownership
Structure" approved by the Board of Directors on 26 March 2019.

The characteristics of intra-group and related party transactions put in place in
2018, the parties involved and the relating financial effects are appropriately
presented and explained in a specific section in the notes to the financial statements
and consolidated financial statements, to which reference is made.

Pursuant to art. 4, par. 6 of the CONSOB Regulations approved by the above
resolution no. 17221/2010, which governs the decision-making process and the
mandatory information regarding Related-Party Transactions, we oversaw:

i) compliance of the procedures adopted by the Company with the principles

contained in the above regulations and their observance;
ii) fairness and correspondence of intra-group and related-party transactions with

the interests of the Company.

In our view, the information provided by the Directors in their Report on
Operations, regarding atypical and/or wunusual transactions and ordinary
transactions, under the previous point, is to be considered exhaustive and complete.

KPMG S.p.A., the Independent Auditors tasked with performing the statutory audit,
with which we held regular meetings during the year, today issued the Reports
under art. 14 of Legislative Decree no. 39/2010, certifying that the financial
statements and consolidated financial statements for the year ended 31 December
2018 give a true and fair view of assets, liabilities, financial position, results of
operations and cash flows, and that the Directors’ Report and the disclosures under
art. 123-bis, par. 4, of Legislative Decree no. 58/1998 are consistent with the
financial statements of the Company and with the consolidated financial statements
of the Group, and have been drawn up in accordance with the law. These reports do

not contain any issues of note or explanatory comments.



10.

In 2018, no complaints were received pursuant to art. 2408 of the lItalian Civil

Code, nor were complaints made by third parties.

During the year, the Company assigned KPMG S.p.A. the task of performing a
limited audit of the Consolidated Non-Financial Statement, for the amount of Euro
20,000. Additional tasks were assigned to subjects that are part of the “network” of
KPMG S.p.A. for non-statutory audit services for a total of Euro 170,300. Where
necessary, the Board of Statutory Auditors issued its authorization, pursuant to art.
5 of Regulation (EU) No. 537/2014.

In 2018, the Board issued its opinion as prescribed by law on the determination of
compensation to key management personnel, as established by the Board of

Directors on the proposal of the Remuneration and Appointments Committee.

In 2018, the Board of Directors met five times, the Control and Risk Committee five
times, the Remuneration and Appointments Committee three times, the Related
Party Committee two times and the Board of Statutory Auditors eight times. The
Board of Statutory Auditors acquired knowledge and oversaw compliance with the
law and the Bylaws and observance of the principles of proper governance, ensuring
that actions decided and taken by the Directors complied with the law and the
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.

With regard to the adequacy of the organizational structure of the Company and of
the Group, the supervisory duties of the Board of Statutory Auditors were
performed by acquiring knowledge of the organizational structure through
information gathered from each area, through meetings with the managers of the
various departments and with the Independent Auditors as part of a regular
exchange of data and information.

The Board acquired knowledge and oversaw the adequacy and effectiveness of the
internal control system, pursuant also to art. 19 of Legislative Decree 39/2010,
through regular meetings with the Director in charge of the internal control system

and by attending the meetings of the Control and Risk Committee, the
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11.

12.

13.

14.

15.

16.

Remuneration and Appointments Committee, the Related Party Committee, and the

meetings with the Supervisory Body on Model 231/2001.

The Board also oversaw the adequacy and reliability of the administrative-
accounting system to properly illustrate operational events, through direct
observation, through information received by the managers of the departments
involved, by examining company documents and by analyzing the results of the
work performed by the Independent Auditors.

The Board controlled the operation of the internal control system over subsidiaries
and the adequacy of the instructions given to the subsidiaries by the Company,
pursuant to art. 114, par. 2, of Legislative Decree no. 58/98, in order for the Group
companies to provide the required information to comply with statutory disclosure
obligations. No exceptions were reported in this regard.

During the regular meetings held by the Board of Statutory Auditors with the
Independent Auditors, pursuant to art. 150, paragraph 3, of Legislative Decree no.
58/1998, no significant issues emerged that need to be specifically mentioned in this

Report.

The Board also controlled the actual implementation of corporate governance rules
provided by the Corporate Governance Code for Listed Companies issued by Borsa

Italiana S.p.A., as adopted by the Company.

With regard to the supervisory activity performed as mentioned above, there were
no omissions, reprehensible facts or irregularities reportable to the competent

authorities and/or the supervisory boards, or worthy of mention in this Report.

To conclude, the Board of Statutory Auditors performed its own assessments on
compliance with the rules of law regarding the preparation of the draft financial
statements and consolidated financial statements of the Group for the year ended 31
December 2018, of the relating explanatory notes and the Directors’ Report
attached thereto, either directly, assisted by department managers or through

information received from the Independent Auditors.

Based on all the foregoing considerations, with regard to the supervisory activity

performed during the year, the Board of Statutory Auditors has no particular remarks to



make, pursuant to art. 153 of Legislative Decree no. 58/1998, and does not identify,
within the sphere of its responsibilities, any reasons to impede the approval of the
financial statements for the year ended 31 December 2018, agreeing with the proposal of

the Board of Directors on the allocation of profit for the year.

Milan, 29 March 2019

For the Board of Statutory Auditors

Michele Paolillo - Chairman
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