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Interim Management Report at 30 June 2016

In 1H16, the Cairo Communication Group continuedperate as a:

= publisher of magazines and books (Cairo Editoredfidie Giorgio Mondadori and Cairo
Publishing);

= TV (La7, La7d) and Internet (La7.it, TG.La7.it) pisher;

= multimedia advertising broker (Cairo Pubblicitaj tbe sale of advertising space on TV, in
print media, on the Internet and in stadiums;

= network operator (Cairo Network), for the activitief which, in 2016, work continued on

the implementation of the mux.

In 1H16, Cairo Communication launched a voluntamplfe purchase and exchange offer (the
“Offer”) on all ordinary shares of RCS MediaGrouppd. (“RCS"), for a consideration
composed of no. 0.18 newly issued shares of Caimmr@unication and 0.25 Euro in cash for
each RCS share tendered. Following the end ofdbepiance period, on 15 July 2016, no. 254.8
million RCS shares had been tendered to the Gfpral to 48.82% of the RCS share capital, for
a total consideration of no. 45.9 million Cairo Guonication shares and Euro 63.7 million in
cash. Payment of the consideration was made onl22016. In addition, between 22 to 28 July
2016, in accordance with applicable law, further 3.7 million RCS shares had been tendered
to the Offer, which correspond to 10.87% of theSRéhare capital, for a total amount of no.
10.2 million Cairo Communication shares and Euro2ldillion in cash. Payment of the
consideration to such additional adherents willneede on 4 August 2016. Considering such
further shares, a total of no. 311.5 million RC&rsls, equal to 59.69% of the RCS share capital,
had been tendered to the Offer, for a total comatd® of no. 56 million Cairo Communication
shares and Euro 77.9 million in cash.

Through the acquisition of the control of RCS, GailCommunication becomes a major
multimedia publishing group with a stable, indepamtdeadership, well-positioned to become a
major player on the Italian market, with a strontginational presence in Spain, by leveraging
on the high quality and diversification of produgighe dailies, magazines, television, web and
sport events segments and maximizing the oppoiggniarising from the convergence of
traditional media on digital platforms.

For more details on the Offer of Cairo Communiaatieference is made to the Offer document
published on 28 May 2016, as supplemented and aadeloyg the first supplement published on
22 June 2016 and the second supplement publish&d dualy 2016.



In 1H16, the general economic and financial contextinued to be marked by uncertainty.

In 1H16, the advertising market - after reportingasitive trend in 2H15 versus 2H14 (+3.4%,

AC Nielsel - showed, nonetheless, positive signs, growin@.B%o, driven by the performance

of the TV advertising market (+7.8%), while the raaipe advertising market dropped by 3%.

Economic uncertainty in the short-medium term &lisanagazine sales figures.

In 1H16, the Cairo Communication Group:

- continued the growth strategy by launching theniigtitly magazine “Nuovo e Nuovo TV
Cucina” in January (122 thousand average copied §olthe first 12 issues), and
“Enigmistica Piu” in April (179 thousand averagep@s sold in the first 11 issues), a
weekly packed with games and other diversions, whiarked the landing of Cairo Editore
in the interesting sector of puzzle games;

- achieved highly positive results in the magazinblishing segment, despite incurring total

launch costs of Euro 1.2 million in 1H16, with gsosperating profit (EBITDA) and

operating profit (EBIT) of Euro 6.3 million and Eur5.7 million, confirming the high

circulation levels of the publications, and worked improving the levels of efficiency
reached in containing costs (production, publistang distribution);

- continued to work on strengthening the results had tationalization and cost-curbing
measures achieved in the TV publishing segment)(lta2013-2015, posting also in 1H16
a positive gross operating profit of approximatelyo 47 thousand.

In 1H16, consolidated gross operating profit (EBN)Dand operating profit (EBIT) came to

approximately Euro 7.9 million and Euro 3.1 milli¢Buro 8.1 million and Euro 4.5 million in
1H15). Profit attributable to the owners of the ggarcame to approximately Euro 4 million
(Euro 5.5 million in 1H15).

Looking at the business segments, in 1H16:

- in themagazine publishing segmentgross operating profit (EBITDA) and operating fitro

(EBIT) came to Euro 6.3 million and Euro 5.7 mitligEuro 7.7 million and Euro 7.2 million
in 1H15). Costs of approximately Euro 0.1 milliamdaEuro 1.1 million were incurred for the
launch of “Nuovo e Nuovo TV Cucina” and of “Enigrica Piu”, for a total of
approximately Euro 1.2 million. The period underiesv confirmed the excellent circulation
results (Euro 35.3 million versus Euro 35.2 millionlH15);

- in the TV publishing segment (La7) the Group continued to work on strengthening the
results of the rationalization and cost-curbing sueas achieved in the 2013-2015 three-year

period, and succeeded in posting also in 1H16 #diy®gross operating profit (EBITDA) of




approximately Euro 47 thousand. Operating pr&BIT) came to approximately Euro — 4.1

million and benefited in the consolidated finangttements from lower amortization and
depreciation of Euro 3.1 million, due to the writewn of tangible and intangible assets
made in 2013 in the purchase price allocation ef ittvestment in La7. In 1H15, gross
operating profit (EBITDA) and operating profit (EBI came to approximately Euro -1.5
million and Euro -4.3 million. Operating profit (EB) benefited in the consolidated financial
statements from lower amortization and depreciatiolBuro 6.1 million;

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

came to Euro 1.6 million and Euro 1.5 million (Eut® million and Euro 1.6 million in

1H15). In 1H16, gross advertising sales on La7 lamicd channels amounted to Euro 75.5
million, up by approximately 2% versus 1H15 (Eurd.2Z million). Advertising sales on
Group publications also reported a positive treedching Euro 13.3 million, up by 5.6%
versus 1H15 (Euro 12.6 million);

- in the network operator segment the Group company Cairo Network continued
implementing the mux, the TV broadcasting systesetlaon digital terrestrial technology; at
full performance, the mux will cover at least 94%ire national population, providing high-

quality service levels.

Regarding weeklies, with approximately 1.6 milliaverage copies sold in the January-May five-
month period of 2016 (ADS data), the Group retatasposition as the leading publisher in
copies of weeklies sold at newsstands, with ancaqpmately 29% market share. Including the
average sales of titles yet to be surveyed by ADEIgvoTV”, “Nuovo e Nuovo TV Cucina”

and the sales of the first issue of “Enigmistical’Ri average copies sold increase to

approximately 2 million.

In 1H16, La7’s average all-day share was 2.98% &B68% in prime timgfrom 8:30 PM to
11:30 PM), with a high-quality target audience. d{a7share was 0.57% (0.61% in prime time).
The audience figures of the channel’'s news andudion programmes - such as the 8 PM
newscast (5.3% from Monday to Friday), “Otto e noézg5.4%), “Piazza Pulita” (3.5%),
“Crozza nel Paese delle Meraviglie” (7%), “CoffeeeBk” (4.1%), “Omnibus” (3.5%), “La
Gabbia” (3.1%), “L’aria che tira” (4.9%), “BersagliMobile” (3.4%), “Di martedi” (5.9%) and

the new “Eccezionale Veramente” (3.1%) - were it



Cairo Communication Group — Consolidated figures

The mainconsolidated income statement figuregn 1H16 can be compared as follows with
those of 1H15:

(€ thousands) 30/06/2016 30/06/2015
(Half-year) (Half-year)
Gross operating revenue 128,448 127,441
Advertising agency discounts (12,676) (12,449)
Net operating revenue 116,772 114,992
Change in inventory (75) (11)
Other revenue and income 4,022 5,570
Total revenue 120,719 120,551
Production cost (80,083) (82,062)
Personnel expense (32,694) (30,424)
Gross operating profit (EBITDA) 7,942 8,065
Amortization, depreciation, provisions and impainnesses (4,855) (3,573)
EBIT 3,087 4,492
Net financial income 312 399
Income (loss) on investments - -
Pre-tax profit 3,399 4,891
Income tax 651 579
Non-controlling interests (7) (10)
Profit from continuing operations attributable to the owners of 4.043 5,460
the parent
Profit/ (loss) from discontinued operations atttédhle to the
owners of the parent (1) -
Profit attributable to the owners of the parent 4,042 5,460

In 1H16, consolidated gross revenue amounted tooappately Euro 133.5 million (comprising

gross operating revenue of Euro 129.5 million atietorevenue and income of Euro 4 million),
basically in line with the figures in 1H15 (Euro3L&illion, comprising gross operating revenue
of Euro 127.4 million and other revenue and incash€uro 5.6 million). Consolidated gross
operating profit (EBITDA) and operating profit (EBl came to approximately Euro 7.9 million
and Euro 3.1 million (Euro 8.1 million and Euro 4r#llion in 1H15). Consolidated profit was
approximately Euro 4 million (Euro 5.4 million irH15).

As mentioned earlier, in 1H16 operating profit (EBlin the TV publishing segment (La7)
benefited in the consolidated financial statemdds) lower amortization and depreciation of
Euro 3.1 million, due to the write-down of tangilded intangible assets made in 2013 in the
purchase price allocation of the investment in LF&f.the same reason, in 1H15, operating profit
(EBIT) in the TV publishing segment (La7) benefitedthe consolidated financial statements

from lower amortization and depreciation of Eurd @illion.



The Groupstatement of comprehensive incomean be analyzed as follows:

(€ thousands) 30/06/2016 30/06/2015
(Half-year) (Half-year)

Consolidated statement of comprehensive income 42 5,460
Profit attributable to the owners of the parent
Other non-reclassifiable items
of the comprehensive income statement
Actuarial profit (loss) from defined benefit plans (339) 477
Tax effect 81 (131)
Total comprehensive income for the period 3,784 5,806

The Group’s performance can be read better by aimgthe 1H16 results byain business

segment (magazine publishing, advertising, TV publishinga?), network operator (Cairo

Network) and Il Trovatore) versus those of 1H15:

2016 Maggzihe Advertising TV ) Trovatore Network Intra- Total
Publishing publishing operator group
(Half-year)
(€ thousands) et Néﬁg&) unaﬁlggated
Gross operating revenue 46,639 88,724 54,780 496 70 4 (61,661) 129,448
Advertising agency discounts (12,676) 2,676)
Net operating revenue 46,639 76,048 54,780 496 470 (61,661) 116,772
Change in inventory (75) (75)
Other income 1,389 382 2,199 1 51 - 4,022
Total revenue 47.953 76.430 56.979 497 521 (61.661) 120.719
Production cost (31,694) (70,587) (38,547) (422) 9444 61,661 (80,083)
Personnel expense (9,971) (4,240) (18,385) (23) ) (75 (32,694)
Gross operating profit (EBITDA) 6,288 1,603 47 52 48) 7,942
Amortization, depreciation, provisions and (569) (124) (4,162) (4,855)
impairment losses
EBIT 5,719 1,479 (4,115) 52 (48) 3,087
Income (loss) on investments - -
Net financial income (8) 24 298 1) 1) 312
Pre-tax profit 5,711 1,503 (3,817) 51 (49) 3,399
Income tax (2,026) (725) 3,411 (19) 10 651
Non-controlling interests 7) - (W)
Profit from continuing operations 3,685 778 (406) 25 (39) - 4,043
attributable to the owners of the parent
Profit / (loss) from discontinued operations (1) (1)
Profit for the period 3,685 778 (406) 25 (39) (1) ,a42




2015 Maggzi_ne Advertising TV ) Trovatore Network Intra- Total
Publishing publishing operator group
(Half-year)
(€ thousands) L Ng;zgrtl)() unaﬁlggated
Gross operating revenue 46,005 87,307 53,907 456 - (60,234) 127,441
Advertising agency discounts - (12,449) - - - 2,a49)
Net operating revenue 46,005 74,858 53,907 456 - 60,234) 114,992
Change in inventory (11) - - - - (11)
Other income 923 415 4,227 2 3 5,570
Total revenue 46,917 75,273 58,134 458 3 (60,234) 20,551
Production cost (29,472) (69,748) (42,687) (365) 4)(2 60,234 (82,062)
Personnel expense (9,744) (3,631) (16,967) (41) ) (41 - (30,424)
Gross operating profit (EBITDA) 7,701 1,894 (1,520) 52 (62) - 8,065
Amortization, depreciation, provisions and (482) (327) (2,763) -
impairment losses 1) - (3,573)
EBIT 7,219 1,567 (4,283) 52 (63) - 4,492
Income (loss) on investments - - - - - - -
Net financial income (5) 62 338 4 - - 399
Pre-tax profit 7,214 1,629 (3,945) 56 (63) - 4,891
Income tax (2,479) (703) 3,750 (6) 17 579
Non-controlling interests - - - (10) - - (10)
Profit from continuing operations 4,735 926 (195) 40 (46) 5,460
attributable to the owners of the parent
Profit / (loss) from discontinued operations - - - - - -
Profit for the period 4,735 926 (195) 40 (46) 50

Gross operating revenuein 1H16, split up by main business segment, caratedyzed as

follows versus the amounts of 1H15;
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Gross revenue Half-year at 30/06/2016
(€ thousands) (six monthg)

Magazine Advertising TV Trovatore  Network Intra-group Total

publishing publishing operator eliminations

(La7) (Cairo and
Network)  unallocated

Magazine over-the-counter 35,338 - - - - - 35,338
sales
Print media advertising 10,249 13,449 - - - (10,145) 13,553
TV advertising - 73,473 52,879 - - (50,302) 76,050
Stadium signage - 1,436 - - - - 1,436
Internet advertising - 65 723 - - (1) 787
Revenue from concession of - - 602 - - - 602
programming schedule spaces
Other TV revenue - - 576 - - - 576
Subscriptions 1,392 - - - - - 1,392
Books and catalogues 289 - - - - - 289
Other revenue 16 301 - 496 - (743) 70
Signal transport services - - - - 470 (470) -
VAT relating to publications (645) - - - - (645)
Total gross 46,639 88,724 54,780 496 470 (61,661) 129,448
operating revenue
Other revenue 1,389 382 2,199 1 51 - 4,022
Total revenue 48,028 89,106 56,979 497 521 (61,661) 133,470
Gross revenue Half-year at 30/06/2015
(€ thousands) (six monthg)

Magazine Advertising TV Trovatore  Network Intra-group Total

publishing publishing operator eliminations

(La7) (Cairo and
Network) unallocated

Magazine over-the-counter 35,168 - - - - - 35,168
sales
Print media advertising 9,707 12,806 - - - (9,564) 12,949
TV advertising - 72,135 52,476 - - (49,757) 74,854
Stadium signage - 1,691 - - - - 1,691
Internet advertising - 375 378 - - (213) 540
Revenue from concession of - - 594 - - - 594
programming schedule spaces
Other TV revenue - - 459 - - - 459
Subscriptions 1,434 - - - - - 1,434
Books and catalogues 325 - - - - - 325
Other revenue 2 300 - 456 - (700) 58
Signal transport services - - - - - - -
VAT relating to publications (631) - - - - - (631)
Total gross 46,005 87,307 53,907 456 - (60,234) 127,441
operating revenue
Other revenue 923 415 4,227 2 3 - 5,570
Total revenue 46,928 87,722 58,134 458 3 (60,234) 133,011
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The main figures of the consolidatethtement of financial positionat 30 June 2016 can be

analyzed versus the situation at 31 December 2015:

(€ thousands) 30/06/2016 31/12/2015
Statement of financial position

Property, plant and equipment 2,940 3,080
Intangible assets 60,756 60,917
Financial assets 1,015 1,702
Deferred tax assets 4,391 4,186
Net current assets (21,596) (17,438)
Total assets 47,506 52,447
Non-current borrowings and provisions 39,606 41,973
(Net financial position)/Net debt (96,469) (105,76
Equity attributable to the owners of the parent 4,309 116,196
Equity attributable to non-controlling interests 60 54
Total equity and liabilities 47,506 52,447

At their Meeting on 27 April 2016, the shareholdepproved the distribution of a dividend of
0.20 Euro per share, inclusive of tax, with cougetachment date on 9 May 2016, for a total of
Euro 15.7 million.

In 2016, as part of the share buy-back plans, eastrry shares were sold or purchased. At 30
June 2016, Cairo Communication held a total of 48 #feasury shares, or 0.001% of the share

capital, subject to art. 2357-ter of the ItaliawiDCode.

The consolidatecdhet financial position at 30 June 2016, versus the situation at 31 Decembe

2015, can be summarized as follows:

(€ thousands) 30/06/2016 31/12/2015 Change

Cash and cash equivalents 113,969 125,776 (11,807)
Current financial assets - - -
Bank loans (17,500) (20,000) 2,500
Total 96,469 105,776 (9,307)

The bank loan granted by Unicredit S.p.A. and use@airo Network to pay part of the rights of

use of the TV frequencies, is secured by a guagdaseied by the parent Cairo Communication.

Cairo Communication S.p.A. - Parent performance

The mainincome statement figuresof Cairo Communication S.p.A. in 1H16 can be coragdar

as follows with those of 1H15:
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(€ thousands) 30/06/2016 30/06/2015
(Half-year) (Half-year)

Gross operating revenue 55,449 55,468
Advertising agency discounts - -
Net operating revenue 55,449 55,468
Other revenue and income 132 264
Total revenue 55,581 55,732
Production cost (53,168) (53,003)
Personnel expense (1,491) (1,499)
Gross operating profit (EBITDA) 922 1,230
Amortization, depreciation, provisions and impainnesses (120) (121)
EBIT 802 1,109
Net financial income (6) 21
Income (loss) on investments 8,222 7,465
Pre-tax profit 9,018 8,595
Income tax (416) (493)
Profit from continuing operations 8,602 8,102
Loss from discontinued operations (1) -
Profit for the period 8,601 8,102

In 2016, Cairo Communication continued to operatelV advertising sales (La7, La7d and

theme channels Cartoon Network, Boomerang and CHMN) on the Internet through its

subsidiary Cairo Pubblicita on a sub-concessiomsbas/oicing advertising spaces directly to its

customers and returning to Cairo Communication @ estof revenue generated by resources

managed on a sub-concession basis. Specifically:

- gross operating revenue was approximately Euro B&lbon (Euro 55.7 million in 1H15);

- gross operating profit (EBITDA) was approximatelyr& 0.9 million (Euro 1.2 million in

1H15);

- operating profit (EBIT) was approximately Euro @8lion (Euro 1.1 million in 1H15);

profit was approximately Euro 8.6 million (Euro 8rillion in 1H15).

“Income (loss) on investments” includes the dividemapproved by the subsidiary Cairo Editore,

amounting to Euro 8.2 million. In 2015, the itentluded the dividends approved by Cairo

Editore, amounting to Euro 7.5 million.

The Parenstatement of comprehensive incomean be analyzed as follows:
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(€ thousands) 30/06/2016 30.06.2015
(Half-year) (Half-year)
Statement of comprehensive income of the Parent 86 8,102

Profit for the period
Other non-reclassifiable items of the comprehenisigeme statement

Actuarial profit (loss) from defined benefit plans 26 96
Tax effect (19) (26)
Total comprehensive income 8,608 8,172

Statement of financial position of Cairo Communication S.p.A.
The main figures of thetatement of financial positionof Cairo Communication S.p.A. at 30

June 2016 can be analyzed versus the situatioh @e8ember 2015:

(€ thousands) 30/06/2016 31/12/2015
Statement of financial position

Property, plant and equipment 330 368
Intangible assets 267 295
Financial assets 23,226 23,027
Other non-current financial assets 11,563 8,963
Net current assets (6,751) 3,908
Total assets 28,635 36,562
Non-current borrowings and provisions 1,327 1,452
(Net financial position)/Net debt (9,793) (9,039)
Equity 37,101 44,149
Total equity and liabilities 28,635 36,562

At their Meeting on 27 April 2016, the shareholdepproved the distribution of a dividend of
0.20 Euro per share, inclusive of tax, with cougetachment date on 9 May 2016, for a total of
Euro 15.7 million.

The increase in "other non-current financial assetsnounting to Euro 2.6 million, is

attributable to the shareholder loan granted tcsthmsidiary Cairo Network S.r.l.
Net financial position of Cairo Communication S.p.A.

The net financial position of the Parent at 30 June 2016, versus the situati®1 December

2015, is summarized as follows:
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(€ thousands)

30/06/2016  31/12/2015 Change

Liquid funds 9,763 9,039 754

Current financial assets

Total 9,793

9,039

754

Statement of reconciliation of the Parent’s equityand profit and

Group equity and profit

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

Group equity and profit at 30 June 2016 can beyapdlas follows:

(€ thousands) Equity Net profit
Half-year financial statements of Cairo Communicaton S.p.A. 37,101 8,601
Elimination of the carrying amount of consolidatgliity investments:
Difference between carrying amount of investmentstaeir equity value

104,518
Other effects of the purchase price allocatiorLa? (25,684) 3,790
Share in subsidiaries’ profit net of investment @mment losses

(217)

Allocation of consolidation differences:
Goodwill 7,198
Elimination of intra-group profits net of incomexta (18,824) 90
Elimination of intra-group dividends (8,222)
Half-year consolidated financial statements of th€airo Communication 104,309 4,042

Group

Main business segment operating results
PRINT MEDIA PUBLISHING

CAIRO EDITORE - CAIRO PUBLISHING

The results achieved by the publishing segmentih6lcan be compared as follows with those

of 1H15:
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Print media publishing
(€ thousands)

30 June 2016

30 June 2015

Gross operating revenue 46,639 46,005
Other income 1,389 923
Change in inventory (75) (112)
Total revenue 47,953 46,917
Production cost (31,694) (29,472)
Personnel expense (9,971) (9,744)
Gross operating profit (EBITDA) 6,288 7,701
Amortization, depreciation, provisions and impainnsses (569) (482)
EBIT 5,719 7,219
Net financial income (8) (5)
Pre-tax profit 5,711 7,214
Income tax (2,026) (2,479)
Non-controlling interests - -
Profit from continuing operations attributable to the 3,685 4,735
owners of the parent

Profit / (loss) from discontinued operations - -
Profit for the period 3,685 4,735

In 1H16, Cairo Editore strengthened the resultésopublications and worked on improving the

levels of efficiency reached in containing prodogti publishing and distribution costs.

Specifically:

- it continued its strategy of continuous expansiom @&nhancement of the product

portfolio, in order to take advantage of marketnsegts offering greater potential, with

the launch of the fortnightly magazine “Nuovo e Madr'v Cucina” in January and of

“Enigmistica Piu” in April;

- it continued to report highly positive operatingsults, despite incurring total launch

costs of Euro 1.2 million in 1H16;

- the period under review basically confirmed the edbenit circulation results, with

revenue reaching Euro 35.3 million (Euro 35.2 miilin 1H15);

- Group gross advertising revenue amounted to Eu@rbalion, up by 5.6% versus 1H15

(Euro 12.6 million).

On 26 January 2016, the Group launched "Nuovo e/dld®% Cucina", the fortnightly magazine

dedicated to good food for every cooking connoiggeesenting easy, affordable and successful

recipes, sold as an option with the two weekliesidd” and “Nuovo TV”, which reported

average sales of approximately 122 thousand capite first 12 issues.
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On 20 April, the Group launched “Enigmistica Pitfie new weekly packed with games and
other diversions, which marks the landing of thél@hing house in the interesting sector of
puzzle games; in the first 11 issues, it sold arage of approximately 179 thousand copies.
The publications that have been launched over &is¢é few years have usually achieved positive
margins in a short space of time. The last threeklies launched before 2015 (“Settimanale
Nuovo” in January 2012, the women’s weekly “F” inng@ 2012, and the weekly “Giallo” in
April 2013) generated total revenue of Euro 22.%ioni in 2015, and a contribution margin
totaling Euro 4,1 million.

In 1H16, gross operating profit (EBITDA) and opérgtprofit (EBIT) came to approximately

Euro 6.3 million and approximately Euro 5.7 milli¢Buro 7.7 million and Euro 7.2 million in
1H15), despite incurring launch costs for the nétnigmistica Piu” and for the fortnightly
“Nuovo e Nuovo TV Cucina” of approximately Euro Inillion and approximately Euro 0.1

million, respectively.

The Group weeklies confirmed the excellent ciraalatesults achieved, with an average ADS
circulation in the January-May five-month period 2816 of 467,301 copies for “Settimanale
DIPIU™, 293,584 copies for “DIPIU’ TV”, 154,039 ques for “Settimanale DIPIU’ e DIPIU'TV
Cucina”, 169,765 copies for “Diva e Donna”, 205,letpies for “Settimanale Nuovo”, 114,687
copies for “F”, 131,793 copies for “TVMia” and 998 copies for “Settimanale Giallo”,
reaching a total of approximately 1.6 million agFacopies sold, and making the Group the
leading publisher in copies of weeklies sold at ss&ands, with an approximately 29% market
share. Including the average sales of titles yebdosurveyed by ADS, namely “NuovoTV”
(122,736 copies), “Nuovo e Nuovo TV Cucina” (12Z,a®pies) and the sales of the first eleven
issues of “Enigmistica Piu” (179,273 copies), ager@opies sold increase to approximately 2
million.
As far as circulation is concerned, the featureghef Group’s publications and the Group
strategy help maintain a strong lead over comgpstite the current publishing market.
Specifically:
- cover prices of the weeklies are lower, some hadf price of those of the main
competitors; this gap increases appeal and allpasesfor potential price increases,

hence for increased profitability;

- sales are mostly over-the-counter (95%), with aimmim impact of revenue generated

by gifts and sundry editorial material (approxinhat2% on total publishing revenue,
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including advertising), whose sales figures havilapeed in the publishing segment;
the Group has opted to focus on the quality of pitdblications; in 2015, gross
advertising revenue generated by the Group’s patidics accounted for 26% - an
extremely low figure, therefore based to a less¢erg on the economic cycle - while
the remaining 74% came from direct sales and sigtinrs, proof of the high editorial

quality of publications;

- weekly magazines, which account for approximatél9%f publishing sales revenue,
are sold as single copies and not bundled withrotleeklies and/or dailies to bolster

sales;

- the remarkable sales volumes achieved, both inlateseerms and versus Cairo
Editore’'s competitors, make the advertising pagéghlh appealing in terms of
advertising cost per copy sold (equal to the diffele between the price of the
advertising page and copies sold), currently lowlesan the publications of its

competitors.

In 2H16, Cairo Editore will continue to purstiee consolidation and development of the results of
tittes launchedand the opportunities to optimize production, mibhg and distribution costs,

with the revision and reorganization of printingppesses, the negotiations for the reduction of
paper costs, the optimization of bordereau cosis tlhe revision of a number of other corporate

processes.

ADVERTISING
The results achieved by the advertising segmeftib6 can be compared as follows with those
of 1H15:
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Advertising 30 June 2016 30 June 2015
(€ thousands)

Gross operating revenue 88.724 87,307
Advertising agency discounts (12,676) (12,449)
Net operating revenue 76,048 74,858
Other income 382 412
Change in inventory - -
Total revenue 76,430 75,273
Production cost (70,587) (69,748)
Personnel expense (4,240) (3,631)
Gross operating profit (EBITDA) 1,603 1,894
Amortization, depreciation, provisions and impainnsses (124) (327)
EBIT 1,479 1,567
Net financial income 24 62
Income (loss) on investments - -
Pre-tax profit 1,503 1,629
Income tax (725) (703)
Non-controlling interests - -
Profit from continuing operations attributable to the 778 926

owners of the parent
Profit / (loss) from discontinued operations

Profit for the period

778

926

Looking at the advertising segment, in 1H16 ther@€&ommunication Group continued to
operate as advertising broker - with its subsidi@airo Pubblicita - selling space in the print
media for Cairo Editore (“For Men Magazine”, “NaaliStyle”, “Settimanale DIPIU™, “DIPIU’
TV” and weekly supplements “Settimanale DIPIU’ ePDJ)'TV Cucina” and “Settimanale
DIPIU' e DIPIUTV Stellare”, “Diva e Donna”, “TV Ma", “Settimanale Nuovo”, “F”,
“Settimanale Giallo”, “Nuovo TV” and “Nuovo e NuovTV Cucina”), the Editoriale Giorgio
Mondadori division (“Bell’ltalia”, “Bell’Europa”, ‘In Viaggio”, “Airone”, “Gardenia”, “Arte”
and “Antiquariato”) and for Editoriale Genesis (ifRa Comunicazione” and “Uomini e
Comunicazione”), for the sale of advertising spaceTV for La7 and La7d, and for Turner
Broadcasting (Cartoon Network, Boomerang, CNN)thaninternet (Cartoon Network.it) and for
the sale of stadium signage and space at the @lipiTurin for Torino FC.

In 1H16, total gross advertising revenue, whichludes TV advertising revenue invoiced
directly by La7 (Euro 3.2 million), came to appnmétely Euro 91.9 million (Euro 90.4 million
in 2015). Gross advertising sales on La7 and Ld&higels amounted to Euro 75.5 million, up
by approximately 2% versus 1HY&uro 74.2 million) Group gross advertising revenue on

Group publications amounted to Euro 13.3 milliop,y 5.6 % versus 1H15 (Euro 12.6 million).
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Gross operating profit (EBITDA and operating pr¢fBIT) came to Euro 1.6 million and Euro
1.5 million (Euro 1.9 million and Euro 1.6 millidn 1H15).

TV PUBLISHING (La7)
The results achieved by the TV publishing segmea?) in 1H16 can be compared as follows
with those of 1H15:

TV publishing (La7) 30 June 2016 30 June 2015
(€ thousands)

Gross operating revenue 54,780 53,907
Advertising agency discounts - -
Net operating revenue 54,780 53,907
Other income 2,199 4,227
Change in inventory - -
Total revenue 56,979 58,134
Production cost (38,547) (42,687)
Personnel expense (18,385) (16,967)
Gross operating profit (EBITDA) a7 (1,520)
Amortization, depreciation, provisions and impainnsses (4,162) (2,763)
EBIT (4,115) (4,283)
Net financial income 298 338
Income (loss) on investments - -
Pre-tax profit (3,817) (3,945)
Income tax 3,411 3,750
Non-controlling interests - -
Profit for the period (406) (195)

The Group started operations in the TV publishimgdfin 2013, following acquisition from
Telecom Italia Media S.p.A. of the entire shareitedf La7 S.r.l. as from 30 April 2013, with
the upstream integration of its concessionaire nass for the sale of advertising space,
diversifying its publishing activities previouslgdused on magazines.

At the acquisition date, the financial situationlaf7 had called for the implementation of a
restructuring plan aimed at reorganizing and sttiedémg the corporate structure and at curbing
costs, while retaining the high quality levels loé forogramming.

Starting from May 2013, the Group began to implenigsnown plan to restructure the company,
achieving, as early as the May-December eight-mpetiod of 2013, a positive gross operating
profit (EBITDA), as in 2014 and 2015, when the teswf the cost rationalization measures
implemented were strengthened.

The trend of results (gross operating profit, EBN)Cachieved by La7 is shown in the chart

below:
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In 1H16, the TV publishing segment (La7) achievagubaitive_gross operating profit (EBITDA)

of approximately Euro 47 thousand. In 1H16, adsaergj sales on La7 and La7d channels grew

by approximately 2% versus 1H15. Operating prd&BKT) came to approximately Euro -4.1

million and benefited in the consolidated financ&htements from lower amortization and
depreciation of Euro 3.1 million, due to the writewn of tangible and intangible assets made in

2013 in the purchase price allocation of the inwesit in La7. In 1H15, gross operating profit

(EBITDA) and operating profit (EBIT) came to appnmately Euro -1.5 million and Euro -4.3

million. Operating profit (EBIT) benefited in theowsolidated financial statements from lower

amortization and depreciation of Euro 6.1 million.

In 1H16, La7’'s average all-day share was 2.98% &68% in prime timgfrom 8:30 PM to
11:30 PM), with a high-quality target audience. da7share was 0.57% (0.61% in prime time).
The audience figures of the channel’'s news andudgon programmes - such as the 8 PM
newscast (5.3% from Monday to Friday), “Otto e nwz£5.4%), “Piazza Pulita” (3.5%),
“Crozza nel Paese delle Meraviglie” (7%), “Coffeee8k” (4.1%), “Omnibus” (3.5%), “La
Gabbia” (3.1%), “L’aria che tira” (4.9%), “BersaglMobile” (3.4%), “Di martedi” (5.9%) and

the new “Eccezionale Veramente” (3.1%) - were paesit

NETWORK OPERATOR (CAIRO NETWORK)
As mentioned earlier, the Group company Cairo Netywhich took part in 2014 in the tender

procedure opened by the Ministry of Economic Depgient for the assignment of rights to use
TV frequencies for digital terrestrial broadcastisgstems, winning the rights to use a lot of

frequencies (“mux”) for a period of 20 years, amdeeing in January 2015 with EI Towers
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S.p.A. into an agreement for the realization anaseguent long-term technical management in
full service mode (hospitality, service and maiatere, use of broadcasting infrastructure, etc.)
of the electronic communications network for thedatcasting of audiovisual media services on
frequencies allocated, continued implementing thie;nat full performance, the mux will cover
at least 94% of the national population, providimgh-quality service levels.

With the implementation of the mux, the Cairo Commication Group will have at its
autonomous disposal a broadcasting capacity ofta@dd Mbps versus the current 7.2 Mbps
provided by external operators, which could be useliroadcast the La7 and La7d channels
starting from 2017, as well as new channels if@lairo Communication Group were to launch

any, and to provide third parties with broadcastiagacity.

IL TROVATORE

In 2016, Il Trovatore continued operations, maiptpviding technological services to develop

and maintain the online platforms of the Group’mpanies.

Alternative performance indicators

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

The alternative indicators are:

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

Profit from continuing operations, pre tax

+/- Net finance income
+/- Share in associates

EBIT - Operating profit

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

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

impairment losses
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The Cairo Communication Group also considersnittefinancial position as a valid indicator

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

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

Transactions with parents, subsidiaries and assodis

In 2016, transactions with related parties, inatgdivith Group companies, were not considered
to be atypical or unusual, and were part of theénamrg activities of Group companies. These
transactions were carried out on market terms,ntpkiccount of the goods and services
provided.

In 1H16, the relations and transactions with theepaU.T. Communications and with its

subsidiaries can be analyzed as follows:

- the concession contract between Cairo Pubblicith Borino FC S.p.A. (a subsidiary of
U.T. Communications) for the sale of advertisingag at the Olimpico football pitch and
promotional sponsorship packages. This contraatitexs in the payment in 2016 of Euro
1.1 million to the concession holder against reeenél Euro 1.3 million net of agency
discounts. Cairo Pubblicita earned further comnaissiof Euro 40 thousand. As part of the
agreement, Cairo Pubblicita also purchased footizkets worth approximately Euro 38
thousand,;

- the agreement between Cairo Communication S.p.A.Tarino F.C. for the provision of
administrative services such as bookkeeping, whiolides for an annual consideration of
Euro 100 thousand;

- the tax consolidation scheme.

Main risks and uncertainties to which the Group isexposed, which

could impact on the business outlook for 2H16

The Directors’ Report on the financial statemerds the year ended 31 December 2015
includes a description, to which reference shod@drade, of the main risks and uncertainties
to which Cairo Communication S.p.A. and the Grotpexposed, as well as the strategies and

activities implemented to monitor and counter th&mecifically, mention should be made of:
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- Risks associated with the general economic clirmeate, with the potential effects of

the persisting factors of economic uncertaintyhie $hort-medium term on the Group’s

business, strategies and outlook.

- Risks associated with advertising and publishingketatrends, mainly related to the

general contraction in sales and the advertisingkebatrend, regarding mostly

magazines and TV.

- Risks associated with developments in the medimentjas a result of the penetration

of new communication resources, in particular titerhet and free digital TV, together

with changes in the relevant regulatory framework.

- Risks associated with Management and “key staffnde with the ability of its

executive directors, editors-in-chief, TV persotiasi, and other Management members
to efficiently manage the Group, and with the apitif the Group to attract and retain

new talents.

- Risks associated with retaining the value of thanbds of the Group titles, by

maintaining the current levels of quality and inaten.

- Risks associated with business suppliers regartieg outsourcing of production

processes, specifically printing and distributiand the production of TV content.

- Risks associated with developments in the legalragdlatory framework, specifically

for the television industry.

- Risks associated with litigation, the notes on ‘@timformation” (Note 23 of the notes

to the condensed consolidated half-year finandetiements) contain information on

the main pending cases.

This interim half-year report provides a summanyfinancial and other main risks that could

impact on the outlook for 2H16.

With the Offer, Cairo Communication acquired thentcol of RCS, which therefore will be
consolidated. The consolidation of RCS will badicathange, from 2H16, the profile of

liquidity risks and_currency and interest rate sisknd will introduce a risk profile associated

with the measurement of intangible assets, andbagically change the income statement and

balance sheet structure of the Cairo Communicd®isoup, post transaction. The main impacts
from the acquisition of the control of RCS are stiated below in the notes to the risks

associated with extraordinary transactions.
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Risks associated with the general economic climate

The financial position, results and cash flows loé tCairo Communication Group may be

influenced by various factors within the macro-emoit environment.

In 1H16, the general economic and financial contemarked by elements of uncertainty,

continued to report negative effects. To date,elremains uncertainty over the period required
for a return to normal market conditions.

However, the evolution of the general economicagitun could affect the full achievement of

the Group’s result targets.

Risks associated with advertising and publishingketarends

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

the magazine advertising market, and also slowegd#te of magazine sales.

In 1H16, the advertising market - after reportingasitive trend in 2H15 versus 2H14 (+3.4%,
AC Nielseh — showed, nonetheless, positive signs, growing.6%o, driven by the performance
of the TV advertising market (+7.8%), while the raaige advertising market dropped by 3%.
The Cairo Communication Group is significantly eged to advertising sales performance,
which has progressively decreased over time assaltref significant developments in the
publishing business.

Advertising sales are currently the main sourceseénue for the TV publishing segment.
Advertising sales in 2015 represented approximd&g¥ of total Group revenue and considering
also advertising revenue directly generated by (agproximately Euro 5.4 million), the impact
of advertising revenue increases to 67%.

Considering the Group’s publishing business al@akwertising revenue in 2015 accounted for
26% - an extremely low percentage, therefore b&sedlesser extent on the economic cycle -
while the remaining 74% was generated by distrdyutiand subscription revenue,

demonstrating the great publishing strength of githreg products.

Risks associated with developments in the medimeay

The media segment has seen an increase in thedéysnetration of new communication
resources, in particular the Internet, and the neencrypted theme channels on the digital
terrestrial platform, together with technology inations that may lead to changes in demand

by consumers, who in future will probably requestrsonalized content by even directly
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selecting the source. As a result, this may chaingeelative importance of the various media

and audience distribution, with consequent greaseket fragmentation.

Whereas the development of the Internet may impacthe share of print media, mainly on
dailies and to a much lesser extent on the weeglikdished by the Group, the growth of the
Internet and of digital theme television may impact the generalist TV audience. Any

development of new TV channels by the Group maywait to take advantage of this situation.

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

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

Developments in the regulatory framework are alsatioually monitored for the media

segment and their disclosure within the Group &suesd.

Risks associated with Management and “key staff”

The Group’s success depends on the talents ofxé@suéive Directors and other members of
Management to efficiently manage the Group 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 substitute, as well as tifiécdlty in attracting and retaining new and
qualified resources, may impact negatively on tresjpects, operations and financial results of

the Group.

Risks associated with litigation

The notes on “Other information” (Note 23 of theasto the condensed consolidated half-year
financial statements) contain information on a namtif cases. The evaluation of the potential
legal and tax liabilities requires the Company $e @stimates and assumptions in relation to
forecasts made by the Directors, based upon th@om@ expressed by the Company’s legal
and tax advisers, in relation to the probable ¢bat can be reasonably considered to be

incurred. The actual results may vary from thesienages.
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Credit risks

The Group is exposed to credit risk, primarily éhation to its advertising sales activities. This
risk is however mitigated by the fact that exposigralistributed across a large number of
customers and that credit monitoring and controbcpdures are in place. The client
concentration/advertising revenue ratio has noichdg changed versus prior years. The risk
on advertising receivables from print media is leoldown into an even larger amount of
clients, whilst for circulation revenue, the dibtriion contract provides for an advance
payment equal to a very significant percentagéefastimated sales of each magazine.

The persisting uncertainty factors in the short aredlium term, along with the resulting credit
squeeze, may of course impact negatively the gquaflicredit and general payment terms.

The Group’s maximum theoretical exposure to creidks at 30 June 2016 is given by the
carrying amount of trade receivables and othergeieed current assets totaling Euro 81.8
million.

The credit risks associated with cash and cashvelgmts, with a maximum theoretical
exposure of Euro 114 million, are not considergphificant as they are deposits spread across

various banks, based on the criteria describedibieldhe notes to the “liquidity risk”.

Liquidity risk

At 30 June 2016 and in 1H16, the Cairo CommunicaBooup is not exposed to liquidity risk in
that, on one hand, significant financial resourges held with a net available positive financial
position of Euro 96.5 million while, on the othehe Group expects to maintain appropriate
ability to generate cash through operations, eveten the current market conditions, in its
traditional segments.

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

It is Group policy to invest available cash in amhnd or short-term deposits at various banks,
with the prime objective of maintaining a readyuiijty of the said investments. Counterparties
are selected on the basis of their credit ratihgjrtreliability and the quality of the service
rendered.

The acquisition of the control and the consolidatxd RCS will basically change the liquidity

risk profile from 2H16, as illustrated below in thwotes to the_risks associated with

extraordinary transactions.
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Interest rate and currency risk

At 30 June 2016 and in 1H16, the Cairo CommunicaGooup is not exposed to interest rate
and currency risk in that, on one hand, the netrfimal position is positive while, on the other,
Group operations are carried out and revenue iergtad almost exclusively in Italy, and the
main costs, except for certain TV rights acquiret)ED, are incurred in Euro.

The interest rate risk only affects the yield ohanailable cash.

Given the limited exposure to both interest ratd &#OREX risk, the Group limited use of
financial hedging instruments, to hedge currensly an the acquisition of TV rights from film
companies.

The acquisition of the control and the consolidatid RCS will change, from 2H16, the profile

of interest rate and currency risks as illustrdietbw in the notes to the risks associated with

extraordinary transactions.

Risks associated with extraordinary transactions

With the Offer, without prejudice to the financiand legal independence of Cairo
Communication and RCS, Cairo Communication has ieedjuhe control of RCS, which will
be consolidated.

RCS has generated negative results over the padiseal years, and it is currently underway
an operational restructuring process (aimed aobriest profitability) whose future results are
characterized by uncertainty as they depend oratheal implementation of the restructuring
plan.

In the Interim Management Report at 31 March 2@pécifically in“Supplements required by
Consob, pursuant to art. 114, par. 5, of Legiskatidecree 58/1998, of 27 May 2018tter d)
the RCS Management had illustrated those eventgiacuimstances which show a situation of
material uncertainty, which could give rise to $iigant doubts on the business continuity of
RCS. Specifically, the RCS Management was referinthe failure to reach, to date, a final
agreement with the lending banks: (i) on non-coamge with the financial commitments at 31
December 2015; and (ii) on the new terms and cmmditof the loan agreement signed on 14
June 2013 by RCS and the lending banks. In the gsaotes, the RCS Management had
illustrated the actions they had taken and theoreasinderlying their decision to continue to
adopt the assumption of business continuity in @neg the Interim Management Report at 31
March 2016.
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In the press release published on 16 June 2016,9RBsquently announced that it had signed
an agreement amending the loan agreement entet@imnl4 June 2013 by RCS and the
lending banks.

In 2016, RCS confirmed, in all its disclosureshe tarket, the viability of the targets set for
the first year of the 2016-2018 Plan disclosecht rharket in December 2015 (which sets an
EBITDA before non-recurring expenses of approxinyaiiro 100 million and a net cash flow
and net profit basically at breakeven).

Cairo Communication intends to implement its owanplo relaunch the RCS Group, following
strategic guidelines baseihter alia, on a stringent plan to reduce costs and achialle f
potential for revenue growth, in order to allow R@Simprove its financial and income
situation.

However, also in light of the adverse macroeconamiironment, failure to achieve or partial
achievement of the targets set by the Cairo Comeation industrial plan and/or in the event
these targets may take longer than expected, @sddresult in significant adverse effects on
the profitability of the Cairo Communication Groapd on its balance sheet, income statement

and financial position.

Cairo Communication has had no access to informatio RCS, other than the information

publicly disclosed, and has not performed any dligethce on RCS.

Additionally, RCS presents a significant financdgbt, with a net financial position at 31
March 2016 of Euro -509.1 million (Euro -538.2 naiff from continuing operations), or
approximately Euro -411 million if one considers tiffects of the disposal of the Books Area,
as illustrated by the RCS Management in the Intdfamagement Report at 31 March 2016.
The abovementioned agreement amending the loarragre signed on 14 June 2013 by RCS
and the lending banks, requiré@ster alia, compliance with a series of covenants and specifi
repayment terms.

Sustainability of the terms and conditions of th€Rrefinancing agreement by the Cairo
Communication Group, post-offer, will also depemdtbe: (i) accomplishment of the actions
set to meet the totdinancial requirements of the Cairo Communicatiam@ post-offer, (ii)
implementation, according to the planned measunéstiane frames, of the future actions for
the development of revenue and generation of dasVvsf and (iii) on the event that the due
diligence to perform on RCS following the acqusitiof control were not to reveal events or

circumstances resulting in significant deterionatad the balance sheet, income statement and
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financial position of the RCS Group, leading to threach of the financial commitments that

RCS has undertaken with the lending banks.

In connection with the acquisition of the contréRLCS, in July Cairo Communication signed a

revolving loan agreement with Intesa Sanpaoloessribed further in this report.

Given the amount of the floating rate financiablldies, the Cairo Communication Group will
be exposed to interest rate risks, implying possiiigher financial charges from adverse

interest rate movements.

The consolidated balance sheet of RCS containgrafisant set of intangible assets, which
should be regularly subject to evaluation, in adaoce with international accounting
standards, in order to verify their recoverableyiag amount.

At 31 March 2016, the RCS Group’s intangible asseteunted to Euro 409.8 million (Euro
416 million at 31 December 2015, consisting mairflyconcessions, licenses, trademarks and
similar rights of Euro 370.7 million, and of goodwdf Euro 39.5 million). Concessions,
licenses, trademarks and similar rights at 31 Déezr@015 included intangible assets with a
finite useful life of Euro 247.9 million - consiati mainly of application software licenses,
costs incurred for web projects, website creatimnadcasting licenses and publications of the
Unidad Editorial Group - and of intangible assetthvan indefinite useful life of Euro 122.8
million, Euro 110.3 million of which relating to ¢hpublicationEl Mundq and Euro 11.3
million to the television license for the digitalrtestrial platform of VEO Television.

Under IAS 36, the RCS Group's intangible assetsagect to regular evaluations to determine
their recoverable amount and to ensure consisteithythe carrying amount (impairment test).
The intangible assets of the Unidad Editorial Grbape been subject to significant impairment
over the years.

As a result of the consolidation of RCS by the @a@ommunication Group, the difference
between the sum of fair value of Cairo Communicattares to be issued for servicing the
share capital increase and the cash consideratbmoaledged to those parties who have
accepted the offer and the consolidated equithefRCS Group at the date of acquisition of
control, will generate additional intangible ass@tse calculation of the fair value of the assets
and liabilities of the RCS Group required for thpplication of the “acquisition method" under
IFRS 3 will result in the measurement of the asaatsliabilities of the RCS Group at the date

of the business combination.
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Other information

Human resources

By the nature of the activities it carries out, lmmresources form a critical factor for the
success of the Group. The evaluation of staff, degelopment of their abilities and the

recognition of their achievements and responsigdiare the principles which govern personnel
management, from the selection phase, which iditited by the high degree of the Group’s
visibility and its ability to attract personnel.

Staff turnover in 1H16 and its composition can balgzed as follows:

01/01/2016 Recruitments Terminations Advancements 30/06/201

Description 6

Open-ended 16 (11) 1 732
726

contracts

Senior managers 31 1 (2) - 30

Managers 79 - - 2 81

Employees 394 10 (4) (1) 399

Journalists and 222 5 (5) - 222

freelance

Fixed-term 51 (50) 1) 47

47

contracts

Senior managers - 1 - - 1

Managers - - - - -

Employees 19 36 (30) (1) 24

Journalists and o8 14 (20) ) 22

freelance

Grand total 773 67 (61) - 779

Personnel can also be analyzed by average agedigation and seniority:
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Senior Managers  Employees Journalists
managers
Men (number) 30 51 217 103
Women (number) 1 30 207 140
Average age 51 50 45 48
Seniority 13 15 12 13
Open-ended contracts 30 81 399 222
Fixed-term contracts 1 - 24 22
Other - - - -
Graduates 26 36 99 128
Diploma holders 5 44 303 113
Middle school graduates - 1 22 2

Most of the employees (462) work in the TV segméaitpwed (225) by the magazine and

book publishing segment. The advertising segmeml@s 92 people and draws on a sales

force of approximately 100 agents (direct and iecty who are coordinated by senior sales

managers and staff who, together with their seffo ensure coordination with the editors and

the promotion of special initiatives.

The Group is committed to pursuing health and gadbjectives at the workplace. There were

no accidents in the workplace or charges for octooipal diseases during the year.

Public purchase and exchange offer on the total omdary shares of

RCS MediaGroup
The Offer

In 1H16, Cairo Communication launched a voluntamplfe purchase and exchange offer (the

“Offer”) on all ordinary shares of RCS MediaGrouppd. (“RCS"), for a consideration

composed of no. 0.18 newly issued shares of Caimmr@unication and 0.25 Euro in cash for
each RCS share tendered. Following the end ofdbepiance period, on 15 July 2016, no. 254.8
million RCS shares had been tendered to the Gffpral to 48.82% of the RCS share capital, for

a total consideration of no. 45.9 million Cairo Goonication shares and Euro 63.7 million in

cash. Payment of the consideration was made onl22016. In addition, between 22 to 28 July

2016, in accordance with applicable law, further 5.7 million RCS shares had been tendered
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to the Offer, which correspond to 10.87% of theSR€hare capital, for a total amount of no.
10.2 million Cairo Communication shares and Euro2ldillion in cash. Payment of the
consideration to such additional adherents willnede on 4 August 2016. Considering such
further shares, a total of no. 311.5 million RC&rsls, equal to 59.69% of the RCS share capital,
had been tendered to the Offer, for a total comatd® of no. 56 million Cairo Communication
shares and Euro 77.9 million in cash.

Through the acquisition of the control of RCS, GailCommunication becomes a major
multimedia publishing group with a stable, indepamtdeadership, well-positioned to become a
major player on the Italian market, with a strontginational presence in Spain, by leveraging
on the high quality and diversification of produgighe dailies, magazines, television, web and
sport events segments and maximizing the oppoiggniarising from the convergence of

traditional media on digital platforms.

Share capital increases and amendments to the bylaws

In the frame of the Offer, in order to pay the shaomponent of consideration to the RCS
shareholders who accepted the Offer, the ExtraargdiMeeting of Cairo Communication held
on 18 July 2016 resolved on:

» the divisible share capital increase in cash, @égobrformed on one or more separate
occasions and in different tranches, excluding greeemption right, pursuant to art.
2441, par. 4, first sentence, of the Italian Cwdde, to be executed by 31 December
2016, up to a maximum of Euro 366.6 million (indhgl the share premium),
specifically for a maximum par value of Euro 5.4llimn and a maximum share
premium of Euro 361.1 million, through the issueaofmaximum of no. 104,372,991
Cairo Communication ordinary shares, with no ind@aof the par value, with regular
dividend entitlement and the same characteristiss the outstanding Cairo
Communication ordinary shares, payable by contigipuin kind of RCS ordinary shares
tendered to the offer under the terms and conditiminthe voluntary public purchase
and exchange offer launched by the Company orotaéRCS shares;

* granting the Board of Directors, pursuant to @443 of the Italian Civil Code, the
powers to perform a divisible share capital inceeas cash on one or more separate
occasions, excluding the pre-emption right, pursu@anart. 2441, par. 4, second
sentence, of the Italian Civil Code, for a maximamount of Euro 70 million (including

the share premium). Specifically, the share capital be increased by a number of
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ordinary shares up to 10% of the total number dfnary shares outstanding on the date
of a possible exercise of the above powers. Theesharising from the share capital
increase may be offered for subscription with paytme cash to shareholders or third
parties, including institutional investors or sé@it partners, and/or to service the issue
of financial instruments (including, by way of exale equity-linked bonds) which
entitle the subscription of Cairo Communication relsaand/or which provide for or
allow the conversion into Cairo Communication skaferanting of the above powers is
intended to provide the Board of Directors withtable means to strengthen the capital
of Cairo Communication, in order to also meet tharicial requirements that may arise
from the acquisition of the control of RCS. For lsymurpose, under the resolution, the
Board of Directors may exercise such powers withie year from the date of the
Shareholders’ Meeting held on 18 July 2016. Thenito exercise such powers, as
well as the terms and conditions of the possitdads, will be disclosed to the market in
accordance with law and regulations;

» the amendment of art. 6 and art. 13 of the bylawsrder to introduce the increased
voting right system, under art. 12ginquies of Legislative Decree no. 58/98.
Specifically, the system will grant two voting righfor each Cairo Communication
ordinary share held by the same Company sharehfadarcontinuous period of at least
24 months from registration in a specific spedst, Icreated and kept by the Company
at its registered office;

» the amendment of art. 10.3 of the bylaws, in otdaranceljnter alia, the publication of
the notice of call of the Shareholders’ Meetinghie State Gazette, and to provide that
such notice be published in accordance with thegquores required by the laws and
regulations in force.

On 22 July 2016, the first tranche of the shardtabimcrease was performed, in order to pay the
share component of consideration (consisting of &8 Cairo Communication shares, in
addition to Euro 0.25 payable in cash for each R6&e tendered) to those RCS shareholders
who had accepted the Offer during the acceptandedeCairo Communication issued no. 45.9
million Cairo Communication shares with no par wafior the no. 254.8 million RCS shares
tendered at the end of the acceptance period, egtatat those RCS shareholders who had
accepted the Offer.

On 4 August 2016, the second tranche of the stegrigat increase will be performed, in order to

pay the share component of consideration (congistimo. 0.18 Cairo Communication shares, in

34



addition to Euro 0.25 payable in cash for each R6&e tendered) to those RCS shareholders
who had accepted the Offer during the period franialy 2016 through 28 July 2016. Cairo
Communication will grant no. 10.2 million newly-issd Cairo Communication shares with no
par value to those RCS shareholders who have aatépe Offer for the no. 56.7 million RCS

shares tendered at the end of the acceptance period

RCS - Cairo Communication | ntegration Plan

Strateqic rationales of the Integration Plan

Cairo Communication has set two strategic guidslinederpinning the plan to relaunch the
RCS Group:

* achievement of maximum efficiency;

« accomplishment of full potential for revenue growith a market marked by declining

revenue in traditional publishing.

Achievement of maximum efficiency

The achievement of competitive performance requirgsoved operational efficiency through
structural strategies aimed at:

+ rationalizing the industrial cost structure of RES Group;

» achieving synergies created through collaboratith @airo Communication.
On the first point, Cairo Communication intendsraionalize RCS Group operating costs by
monitoring them following a cost/benefit ratio logiand adopting a so-called “zero-based”
approach (redefining the cost structure on thesbasistandard industrial costs). In setting
operating cost rationalization targets, Cairo Comication has also considered industry
benchmarks. Operating cost rationalization will @m

« optimizing the structure of external costs, alsorbynternalizing activities that are

currently outsourced;

* improving the saturation of print centres useddaknergistically with other players);

* continuing the integration of the print and digialitorial offices;

» reviewing the industrial and supply processes.
Additionally, the industrial plan will benefit fronoperational synergies arising from the
integration process, such as:

» the creation of a service model shared by the R@&figsand Cairo Communication to

reduce overhead costs;
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» the integration of distribution activities;

» the creation of economies of scale for the purclohg®ods and services;

+ the optimization of advertising concessionairesivigs, also through local cost
rationalization;

+ the potential concentration of the production ofir€@aCommunication and RCS

magazines in shared print centres.

Accomplishment of full potential for revenue growth

Cairo Communication intends to maintain and imprtwe leadership position built over the

years by the RCS, by increasing the Group’s maskere in its industries, in order to also

counter the declining market trend in revenue ftaaditional publishing.

From an industrial point of view, Cairo Communioatintends to pursue these targets by:

enhancing the editorial content of newspapers atatad websites in Italy and Spain, by
leveraging on the outstanding journalistic quaditimasted by the RCS Group, contributing
significantly to increasing traffic performance digital media;

expanding the digital portfolio of the RCS Grougmighing the opportunity of developing a
model for the access to and distribution of Cai@m@unication video content on RCS
digital platforms, and of creating new content apdcific formats;

increasing advertising revenue by creating synergleetween RCS and Cairo
Communication advertising concessionaires, impldingn multimedia projects and
leveraging on the strengths of the two Groups an rtarket (for instance, by sharing
exclusive customers or by offering cross-mediatsmhg to established customers);
consolidating the leadership position boasted kyRIES Group in the sport world in Italy
and Spain;

relaunching magazines in Italy and Spain, by mezfnan editorial re-focusing process
regarding a number of magazines on a high-profilgment of readers, with the aim of
increasing advertising sales by leveraging on aeneffective and appealing position
towards advertisers, and developing the potenfidlighly established titles of the RCS
Group, such asOggi”;

expanding print and online editorial solutions, dgveloping new editorial verticals with
specialist content (for example in areas such gies, real estate, health, employment,
reading, food & cooking, furnishing & design, anawvel);

assessing the replicability in Spain of the magazlevelopment model implemented by
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Cairo Editore, leveraging on the presence of th& Bfoup subsidiary Unidad Editorial on
the Spanish market;

« completing the RCS offer by improving and develgpihe sport event vertical, turning it
into a growing source of revenue and profit, anking the key European industry
benchmarks (e.g.,Tour de Francg as a reference. In this connection, Cairo
Communication, while seeking to develop advertigiegenue of th&iro d'ltalia, intends
to maximize the exploitation of television rightslialy and abroad.

The accomplishment of full potential for revenuewth will be pursued through additional

action, specifically by:

* increasing traffic monetization potential on digit@edia through improved user profiling,
aimed at meeting their needs in terms of custontecnand increasing advertising revenue
by selling dedicated space tailored to user feature

e creating synergies to increase circulation, ratingd advertising sales, building on the
good overlapping level of the profiles Gbrriere della Seraeaders and the La7 audience;

e assessing the potential opportunities in areas aadbcal news, or niche segments in the

traditional business (for instance, institutionadl dinancial advertising).

RCS - Cairo Communication 2017-2018 IntegrationnPla

At its meeting on 17 June 2016, the Board of Doecbf Cairo Communication approved the

Integration Plan drawn up by Cairo Communicatiossisted by Bain & Company lItaly Inc.;

the Plan sets the strategic guidelines for the 2B period of the Cairo Communication
Group with the acquisition of the control of RCSdaits consolidation in the Cairo

Communication Group.

The Integration Plan was drawn up on the basis@f'2017-2018 Industrial Plan of the Cairo
Communication Group” and the actions that the C&oonmunication Group intends to take in
order to achieve maximum efficiency and accomplighpotential for revenue growth of the

RCS Group, as well as the synergies arising fromitibegration of the two groups that are

foreseeable at this time, based on the informati@ilable to the Cairo Communication Group.

RCS financial debt
In the press release published on 16 June 2016,a8R@&unced that it had signed an agreement

amending the loan agreement entered into on 14 2008 by RCS and the lending banks,

which requires compliance with a series of covemantd repayment terms.

37



The loan agreement provides for a maximum amouuod 352 million (divided into a term
line for a maximum amount of Euro 252 million, aadevolving credit line for a maximum
amount of Euro 100 million), due on 31 December@@ahd repayments for the term line as
from March 2017.

Effective from 31 December 2016 and for the entéegth of the loan, certain financial
covenants are required to be met (debt, leveratye r@amely, the net debt/EBITDA ratio,
minimum equity), with reviews performed every yeaevery six months.

Breach of certain financial covenants triggers guity cure under specific, contractually

defined terms, conditions and limitations.

| ntesa Sanpaolo credit facility

In connection with the acquisition of the contréIRCS, in July 2016 Cairo Communication
signed a revolving loan agreement with Intesa Salopfor a maximum amount of Euro 140
million to be used for payment of the cash compbr@nthe Offer, and for more general
business purposes. The loan has a duration of G@hsidrom the date of first use, with a
margin of 48 basis points over the Euribor (forusadion corresponding to the relevant interest
period), and does not require any collateral oarfitial covenants, or limits to the distribution
of dividends by Cairo Communication.

The loan agreement provides for the customary semtations, warranties and commitments
typical of such transactions. No commitments amguired from Cairo Communication in
relation to RCS Group companies (including limisthe disposal of assets or the assumption
of debt). Additionally, the loan agreement contaensross-default clause (i.e., call in of the
loan in the event of default under other loan ages@s) regarding exclusively loan agreements
relating to Cairo Communication and certain relévanbsidiaries (Cairo Editore, Cairo
Pubblicita and La7), excluding, therefore, the lagreements related to the RCS Group.

Early repayment is envisaged in the event of a ghan control of Cairo Communication, and
should the latter cease to directly or indirectbidhan interest of at least 35% in the share
capital of RCS.

Events occurring after 1H16 and business outlook

Following the close of the reporting period, aslakped in ‘Public purchase and exchange offer
on the total ordinary shares of RCS MediaGrou@airo Communication acquired the control of
RCS. A total of no. 311.5 million RCS shares, equab9.69% of the RCS share capital, had

been tendered to the Offer, for a total considemapf no. 56 million Cairo Communication
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shares and Euro 77.9 million in cash. RCS willl@uded in the scope of consolidation of Cairo
Communication. The Shareholders’ Meeting of Caimm@unication held on 18 July 2016
resolved on (i) the share capital increase throcgtribution of RCS shares tendered to the
Offer, (ii) the granting of powers to the BoardRifectors to increase the share capital by Euro
70 million and (iii) a number of amendments, inéhgdthe introduction of the increased voting

right system.

In the following months of 2016, the Cairo Commuation Group will continue to:

- pursue the development of its traditional segméntsgazine publishing and advertising
sales), also continuing, in the publishing segmet#, strategy focused in taking
advantage of market segments offering greater patethrough the consolidation and
development of the new title “Enigmistica Piu” latved in April, a weekly packed with
games and other diversions, which marks the landfr@airo Editore in the interesting
and high-potential sector of puzzle games; in theeggments, despite the economic and
competitive backdrop, given the high quality of heblications and of the media under
concession, the Group considers it a feasible ta@econtinue to achieve positive
operating results;

- work on strengthening the results of the ratiomdien and cost-curbing measures
achieved in 2013-2015 in the TV publishing segmemdl develop its activity in this
segment, which is forecast to achieve a positiesgpperating profit (EBITDA) in 2016

too.

Regarding RCS, the Group will work on implementiitg integration project, aimed at

accelerating the operational restructuring of RBSexploiting possible synergies and pursuing
the turnaround of the business, through the achiemé of maximum efficiency and the

accomplishment of full potential for revenue growth

However, the evolution of the general economicagitun could affect the full achievement of

these targets.

For the Board of Directors

Chairman Urbano Cairo
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at 30 June 2016
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INCOME STATEMENT AT 30 JUNE 2016

€ thousands

Half-year ended
30 June 2016

Half-year ended
30 June 2015

Notes

Revenue 1 116,772 114,992
Other revenue and income 2 4,022 5,570
Change in inventory of finished products 3 (75) (11)
Raw materials, consumables and supplies 4 (10,356) (10,393)
Services 5 (62,155) (57,192)
Use of third-party assets 6 (6,585) (13,707)
Personnel expense 7 (32,694) (30,424)
Amortization, depreciation, provisions and impaintiesses 8 (4,855) (3,573)
Other operating costs 9 (987) (770)
EBIT 3,087 4,492
Net financial income 10 312 399
Pre-tax profit 3,399 4,891
Income tax 11 651 579
Profit from continuing operations 4,050 5,470
Loss from discontinued operations 12 1) 0
Profit for the period 4,049 5,470
- Owners of the parent 4,042 5,460
- Non-controling interests - discontinued operaio 0 0
- Non-controling interests - continuing operations 7 10

4,049 5,470
Eamings per share (euro)
- Earnings per share - continuing and discontimgtations 14 0.052 0.070
- Earnings per share - continuing operations 14 0.052 0.070

STATEMENT OF COMPREHENSIVE INCOME AT 30 JUNE 2016

Half-year ended
30 June 2016

Half-year ended
30 June 2015

Profit for the period 4,049 5,470
Other non-reclassifiable items of the comprehensineome statement
Actuarial profit (loss) from defined benefit plans 20 (339) 477
Tax effect 81 (131)
Total comprehensive income for the period 3,791 5,816
- Owners of the parent 3,784 5,806
- Non-controling interests - discontinued operatio 0 0
- Non-controling interests - continuing operations 7 10
3,791 5,816
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STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2016

€ thousands

Assets Notes 30 June 2016 31 December 2015
Property, plant and equipment 15 2,940 3,080
Intangible assets 16 60,756 60,917
Investments 17 62 62
Non-current financial assets 17 953 1,640
Deferred tax assets 18 4,391 4,186
Total non-current assets 69,102 69,885
Inventory 19 3,098 3,141
Trade receivables 19 76,356 78,539
Receivables from parents 19 5,668 3,167
Other receivables and other current assets 19 5,482 5,297
Cash and cash equivalents 21 113,969 125,776
Total current assets 204,573 215,920
Total assets 273,675 285,805
Equity and liabilities 30 June 2016 31 December 2015
Share capital 4,074 4,074
Share premium reserve 22,936 30,495
Prior-year earnings (losses) and other reserves 73,257 70,573
Profit for the period 4,042 11,054
Equity attributable to the owners of the parent 104,309 116,196
Non-controlling interests share capital and reserves 60 54
Total shareholders’ equity 22 104,369 116,250
Non-current financial payables and liabilities 21 12,500 15,000
Post-employment benefits 20 13,526 13,315
Provisions for risks and charges 20 26,080 28,658
Total non-current liabilities 52,106 56,973
Current financial payables and liabilities 21 5,000 5,000
Trade payables 19 85,752 82,382
Payables to parents 19 2,183 818
Tax liabilities 19 3,673 3,560
Other current liabilities 19 20,592 20,822
Total current liabilities 117,200 112,582
Total liabilities 169,306 169,555
Total equity and liabilities 273,675 285,805
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STATEMENT OF CASH FLOWS AT 30 JUNE 2016

€ thousands Half-year ended Half-year ended

30 June 2016 30 June 2015
CASH AND CASH EQUIVALENTS 125,776 149,061
OPERATING ACTIVITIES
Profit for the period 4,049 5,470
Amortization/ Depreciation 4,835 1,290
Net financial income (312) (399)
Income tax (651) (579)
Change in post-employment benefits 211 (536)
Change in provisions for risks and charges (2,578) (610)
Cash flow from operating activities before changes in working capital 5,554 4,636
(Increase) decrease in trade and other receivables 1,998 6,427
Increase (decrease) in trade and other payables 3,139 105
(Increase) decrease in inventory 43 436
TOTAL CASH FLOW FROM OPERATING ACTIVITIES 10,734 11,604
Income tax paid (received) (577) 1,117
Financial expense paid (143) (172)
TOTAL NET CASH FROM OPERATING ACTIVITIES (A) 10,014 12,549
INVESTING ACTIVITIES
(Acquisition) disposal net of PPE and intangible assets (4,534) (4,784)
Interest and financial income received 455 571
Net increase in other non-current assets 687 (527)
NET CASH USED IN INVESTING ACTIVITIES (B) (3,392) (4,740)
FINANCING ACTIVITIES
Dividends paid (15,669) (21,152)
Re-measurement of defined benefit plans inclusive of tax effect (258) 346
Repayment of loans (2,500) (2,500)
Other changes in equity (2) (2)
NET CASH USED IN FINANCING ACTIVITIES (C) (18,429) (23,308)
CASH FLOW OF THE PERIOD (A)+(B)+(C) (11,807) (15,499)
NET CASH AND CASH EQUIVALENTS CLOSING BALANCE 113,969 133,562
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STATEMENT OF CHANGES IN EQUITY

€ thousands
Balance at 31 December 2013

Allocation of profit

Dividend distribution

Actuarial profit (loss) from defined benefit plans
Other movements

Total comprehensive income for the period
Balance at 31 December 2014

Allocation of profit

Dividend distribution

Actuarial profit (loss) from defined benefit plans
Other movements

Total comprehensive income for the period
Balance at 31 December 2015

Allocation of profit

Dividend distribution

Actuarial profit (loss) from defined benefit plans
Other movements

Total comprehensive income for the period

Balance at 30 June 2016

Share capital Share premium  Prior-year Profit for the Equity Non- Total
reserve earnings period attributable  controlling
(losses) and to owners of interests share
other reserves the parent capital and
reserves
4,074 45,452 938 74,194 124,658 12 124,670
74,194 (74,194) 0 0
(4,390) (16,762) (21,152) (21,152)
(991) 991 0 0
5 5 5
22,800 22,800 24 22,824
4,074 41,062 57,384 23,791 126,311 36 126,347
23,791 (23,791) 0 0
(10,567) (10,585) (21,152) (21,152)
(28) 28 0 0
11 11 11
11,026 11,026 18 11,044
4,074 30,495 70,573 11,054 116,196 54 116,250
11,054 (11,054) 0 0
(7,559) (8,110) (15,669) (15,669)
(258) 258 0 0
@ @ o) ®
3,784 3,784 7 3,791
4,074 22,936 73,257 4,042 104,309 60 104,369
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INCOME STATEMENT PURSUANT TO CONSOB RESOLUTION no. 15519 OF 27 JULY 2006

€ thousands Half-year ended Half-year ended
30 June 2016 related parties % of total 30 June 2015 related parties % of total
)
Revenue 116,772 90 0.1% 114,992 96 0.1%
Other revenue and income 4,022 8 0.2% 5,570
Change in inventory of finished products (75) (11)
Raw materials, consumables and supplies (10,356) (10,393)
Services (62,155) (1,155) 1.9% (57,192) (1,353) 24%
Use of third-party assets (6,585) (13,707)
Personnel expense (32,694) (30,424)
Amortization, depreciation, provisions and impairment losses (4,855) (3,573)
Other operating costs (987) (770)
EBIT 3,087 4,492
Net financial income 312 399
Pre-tax profit 3,399 4,891
Income tax 651 579
Profit from continuing operations 4,050 5,470
Loss from discontinued operations (1)) 1]
Profit for the period 4,049 5,470

(*) Related party transactions are analyzed in Note 24
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STATEMENT OF FINANCIAL POSITION PURSUANT TO CONSOB RESOLUTION no. 15519

OF 27 JULY 2006

€ thousands

Assets 30 June 2016 related parties % of total 31 December 2015  related parties % of total
*) )

Property, plant and equipment 2,940 3,080

Intangible assets 60,756 60,917

Investments 62 62

Non-current financial assets 953 1,640

Deferred tax assets 4,391 4,186

Total non-current assets 69,102 69,885

Inventory 3,098 3,141

Trade receivables 76,356 252 0.3% 78,539 97 0.1%

Receivables from parents 5,668 5,668 100.0% 3,167 3,167 100.0%

Other receivables and other current assets 5,482 47 0.9% 5,297 47 0.9%

Cash and cash equivalents 113,969 125,776

Total current assets 204,573 215,920

Total assets 273,675 285,805

Equity and liabilities 30 June 2016 31 December 2015

Share capital 4,074 4,074

Share premium reserve 22,936 30,495

Prior-year earnings (losses) 73,257 70,573

Profit for the period 4,042 11,054

Equity attributable to the owners of the parent 104,309 116,196

Non-controlling interests share capital and reserves 60 54

Total shareholders’ equity 104,369 116,250

Non-current financial payables and liabilities 12,500 15,000

Post-employment benefits 13,526 13,315

Provisions for risks and charges 26,080 28,658

Total non-current liabilities 52,106 56,973

Current financial payables and liabilities 5,000 5,000

Trade payables 85,752 191 0.2% 82,382 1,285 1.6%

Payables to parents 2,183 2,183 100.0% 818 818 100.0%

Tax liabilities 3,673 3,560

Other current liabilities 20,592 20,822

Total current liabilities 117,200 112,582

Total liabilities 169,306 169,555

Total equity and liabilities 273,675 285,805

(*) Related party transactions are analyzed in Note 24
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STATEMENT OF CASH FLOWS PURSUANT TO CONSOB RESOLUTION no. 15519 OF 27

€ thousands Half-year ended Half-year ended

30 June 2016 related parties 30 June 2015 related parties
CASH AND CASH EQUIVALENTS 125,776 149,061
OPERATING ACTIVITIES
Profit for the period 4,049 (1,065) 5,470 (1,257)
Amortization/Depreciation 4,835 1,290
Income / (loss) on investments 0 0
Net financial income (312) (399)
Income tax (651) (579)
Change in post-employment benefits 211 (536)
Change in provisions for risks and charges (2,578) (610)
Cash flow from operating activities before changes in working capital 5,554 (1,065) 4,636 (1,257)
(Increase) decrease in trade and other receivables 1,998 (2,656) 6,427 2,103
Increase (decrease) in trade and other payables 3,139 271 105 4)
(Increase) decrease in inventory 43 436
TOTAL CASH FLOW FROM OPERATING ACTIVITIES 10,734 (3,450) 11,604 842
Income tax paid (577) 1,117
Financial expense paid (143) (172)
TOTAL NET CASH FROM OPERATING ACTIVITIES (A) 10,014 (3,450) 12,549 842
INVESTING ACTIVITIES
(Acquisition) disposal net of PPE and intangible assets (4,534) (4,784)
Interest and financial income received 455 571
Net increase in other non-current assets 687 (527)
NET CASH USED IN INVESTING ACTIVITIES (B) (3,392) 0 (4,740) 0
FINANCING ACTIVITIES
Dividends paid (15,669) (21,152)
Re-measurement of defined benefit plans inclusive of tax effect (258) 346
Repayment of loans (2,500) (2,500)
Other changes in equity (2) )
NET CASH USED IN FINANCING ACTIVITIES (C) (18,429) 0 (23,308) 0
CASH FLOW OF THE PERIOD (A)+(B)+(C) (11,807) (3,450) (15,499) 842
NET CASH AND CASH EQUIVALENTS CLOSING BALANCE 113,969 133,562
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EXPLANATORY NOTES
STRUCTURE, FORM AND CONTENT OF THE CONDENSED CONSOLIDATED HALF-YEAR

FINANCIAL STATEMENTS AND ACCOUNTING STANDARDS ADOPT ED

Basis of preparation

The Group’s condensed consolidated half-year firgratatements have been prepared in accordance
with IFRS international accounting standards isshgdhe International Accounting Standards Board
(IASB) and approved by the European Union in acaoncg with Regulation 1606/2002. The term IFRS is
used to also mean the International Accounting &eds (IAS) still in effect, and all the interprébas

of the International Financial Reporting Interptietas Committee (IFRIC).

These condensed consolidated half-year financitestents have been prepared in summary form
according to IAS 34 nterim financial reporting They do not contain all the information requifedthe
Annual Report and should therefore be read togethtr the Annual Report for the year ended 31
December 2015.

The same accounting standards applied to prepar&tbup’s consolidated financial statements for the
year ended 31 December 2015, have been appliedefmane these consolidated half-year financial
statements, with the exception of those descrilmethé following paragraph “Accounting standards,
amendments and interpretations applied from 1 Jr2G16".

The preparation of the condensed consolidated yealf- financial statements has required that
Management make estimates and assumptions whigltt affie value of revenue, costs, assets and
liabilities and the information relating to contang assets and liabilities at the date of the iimter
financial statements. These estimates and assumta/e been based on Management’s best evaluation.
Should they, in the future, differ from the circuamsces in effect at that time, they will be modifie
appropriately in the period in which the changeimcumstances is recorded.

It should be noted, furthermore, that these evalngirocesses, specifically the more complex osesh

as those relating to the calculation of potentighairment of non-current assets, are generallyethout

in their entirety during the preparation of theiyead financial statements when all necessary indion

is available, unless impairment indicators exisichtrequire an immediate evaluation of the poténtia
impairment.

In general, no significant seasonal or cyclicatfiiations in sales revenue from Group activitiestex
between the first six months and the second sixtingoof the financial year.

Income tax is recognized on the basis of the b&téhate of the weighted average rate expectedhfor t
entire financial year.

The amounts in these notes are shown in thousdritisro.
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1. Accounting standards, amendments and interpretatios effective as from 1 January 2016

Amendments to IAS 19 -Employee contributions to defined-benefit planghe amendment,
issued by the IASB in November 2013, introducespéiinations to account for defined-benefit
plans that provide for contributions by employeeghird parties. Specifically, the amendments to
IAS 19 allow recognition of employee or third-padgntributions as a reduction of service costs
during the period in which services where rendeifatie following conditions are met:

- employee or third-party contributions are formadtpvided for in the terms of the plan;

- the contributions are linked to services rendeaad;

- the amount of the contributions is independenhefriumber of years of service.

In all other cases, the recognition of these cbations will be more complex, as they will be
allocated to each period of the plan through thenaa@l calculation of the relating liabilities.
According to the IASB, the amendments became é¥edor financial statements that began on or
after 1 July 2014. According to the EU, entry irftce has been postponed to the financial
statements that began on or after 1 February 2015.

Improvements to IFRS: 2010-2012 Cycl@n 12 December 2013, the IASB publisH&dhnual
Improvements to IFRSs: 2010-2012 C¥ckehich acknowledges the amendments to the stasdes
part of their annual improvement process. Accordinthe IASB, the amendments became effective
for financial statements that began on or aftenlg 2014. According to the EU, entry into force has
been postponed to the financial statements thaarbemn or after 1 February 2015. These
amendments are applied prospectively.

The main amendments regard:

« IFRS 2 Share-based paymentAmendments have been made to the definitions oftivg

condition" and "market condition”, while further fggtions have been added of "performance
condition" and "service condition" (previously iodied in the broad definition of "vesting
condition”).

« |FRS 3 Business combinationsThe amendments clarify that a contingent considarat

classified as an asset or liability should be mesbat fair value at each balance sheet date,
regardless of whether the contingent considerasoa financial instrument to which IAS 39
applies or a non-financial asset or liability. Chas in fair value are presented in profit/(loss) fo
the year.

« |IFRS 8 Operating segment3he amendments require an entity to disclose tfaagers used by

Management to identify the entity’s reportable segta when operating segments have been
aggregated, including a description of the aggesbabperating segments and economic

indicators considered in determining whether theserating segments have "similar economic
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characteristics"The amendments also clarify that the reconciliatietween total assets of the
operating segments and the total assets of thty éntprovided only in the event that the total
assets of the operating segments are regularlyidgedvo the chief operating decision-maker
(“CODM").

+ |FRS 13 Fair Value Measurementdmendments have been made to Basis for Conclusions

in order to clarify that short-term receivables qayables are still able to be measured on an
undiscounted basis where the effect of discouriirigmaterial.

e 1AS 16 Property, plant and equipment and IAS 3&ngible assets +he amendments have

eliminated inconsistency in the recognition of analated depreciation where the revaluation
method of a property, plant or equipment or annigiiale asset is applied. The new requirements
clarify that the gross carrying amount is adjusted manner consistent with the revaluation of
the carrying amount of the asset, and that accueudildepreciation is equal to the difference
between gross carrying amount and carrying amdesg,subsequent depreciation.

« 1AS 24 Related Party Disclosuredollowing the amendment to IAS 24, the IASB:

- has extended the definition of "related party" mtitees that provide within the group key
management personnel services (these entities aumlly named "management
companies");

- it has clarified that it is sufficient to provided total amount of the cost charged by the
management company without separately indicatingh etype of benefit that the
management company has paid its employees.

Amendments to IFRS 11 Joint arrangement$he amendments, published by the IASB in May
2014 and approved by the EU in November 2015, dewlarification on the accounting of
purchases of interests in a joint operation whas®ity constitutes a business. The amendments are
effective prospectively for annual periods begignom or after 1 January 2016.

Amendments to IAS 16 and IAS 38 Property, plant aaduipment and Intangible asset§he
amendments, published by the IASB in May 2014 gmgr@/ed by the EU in December 2015, aim
to clarify that depreciation criteria regarding jpecty, plant and equipment, determined in
accordance with revenue are not appropriate, asetrenue generated by an activity that includes
the use of an asset generally reflects factorsrdti@ the consumption of economic benefits that
arise from the asset itself.

The IASB also clarified that revenue is not appiatgrto measure the consumption of the economic
benefits generated by an intangible asset. Thisupnption may, however, be overcome in limited
circumstances. The amendments are effective prigelycfor annual periods beginning on or after
1 January 2016.
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Amendment to IAS 27 Separate financial statemeni$ie amendments to IAS 27, published in
August 2014 and approved by the EU in December 20l5allow entities to use the equity method
to account for investments in subsidiaries, joiahtures and associates in the separate financial
statements. The amendments are retrospectivelycapfd for financial statements beginning on or
after 1 January 2016.

Improvements to IFRS: 2012-2014 Cycldn September 2014, the IASB publishednhual
Improvements to IFRS2012-2014 Cycle approved by the EU in December 2015, which
acknowledges the amendments to the standards asfpdweir annual improvement process. The
amendments are applied to financial periods beggan or after 1 January 2016.

The main amendments regard:

« |FRS 5 Non-current assets held for sale and disooptl operations —The amendment

introduces specific guidance to IFRS 5 in caserdityereclassifies an asset (or disposal group)
from held for sale to held-for-distribution (or gizversa), or when recognition of an asset held-
for-distribution ceases.

e 1AS 19 Employee benefitg§he amendment to IAS 19 clarifies that high gyaibrporate bonds

used to determine the discount rate of post-empdmgrbenefits must be issued in the same
currency used in the payment of the benefits.

« 1AS 34 Interim financial reporting The amendment clarifies the requirements in thentthat

the disclosures required are presented in theinmténancial report but not in the interim
financial statements. The amendment requires thatdisclosures be incorporated by cross-
reference between the interim financial statemeants wherever they are included within the
interim financial report and that the document ba&ilable to users of the financial statements on
the same terms as the interim financial staternrsmdsat the same time.

e IFRS 7 Financial instruments: disclosuresThe document introduces additional guidance to

clarify whether a servicing contract constitutesoatinuing involvement in a transferred asset
for the purposes of applying these disclosure requénts to the transferred assets.
Amendment to IAS 1 Disclosure initiativeLhe amendments to IAS 1, published in December 2014
and approved by the EU in December 2015, are appdidinancial periods beginning on or after 1
January 2016.
The main amendments regard:

» Materiality and aggregationan entity must not reduce the understandabilftyt financial

statements by obscuring useful information withelgwant information or by aggregating
relevant information that has different characterssor function. Additional subtotals must be

reconciled to the subtotal and totals required.
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+ Information to be presented in the statement @ffoml position and of comprehensive income:

specific items of profit or loss, other comprehgasincome and the statement of financial

position can be disaggregated. Subtotals must:dmerp of items recognized and measured in
accordance with IFRS, be presented and labeleddigr ®o make the components of the subtotal
clear and understandable, and be consistent froimdp® period.

« Statement of other comprehensive income for the ylea share of other comprehensive income

of associates and joint ventures accounted forguie equity method must be presented in
aggregate form but separately from other compréheriacome, as a single item, based on
whether the items will or will not subsequentlyreelassified to profit or loss.

« Notes — Structurethe entity is free to decide the order of preg@main the financial

statements, but must consider the effect on theenstehdability and comparability of its
financial statements, emphasizing the most relegpatating segments for the understanding of
its financial performance and financial position.
The application of these amendments had no eftactie figures of the half-year report at 30 June
2016.

Accounting standards, amendments and interpretatios yet to be approved by the EU and

applicable from annual periods after 1 January 2016

IFRS 15 - Revenue from contracts with customeihe standard, published by the IASB in May
2014, introduces a general model to determine whetheenwdnd to what extent will revenue be
recognized. The standard replaces the recognititeria set out in IAS 18 RevenuglAS 11 -Work

in progressJFRIC 13 -Customer Loyalty Programmd§&RIC 15 -Agreements for the Construction
of Real Estate]FRIC 18 - Transfers of Assets from Customesisd SIC-31 -Revenue: Barter
Transactions Involving Advertising Services.

IFRS 15 applies to financial periods beginning omfter 1 January 2018 (following the amendment
issued in September 2015, which extended the datpmication one year later than originally
planned on or after 1 January 2017); early apptinas allowed. On first-time application, IFRS 15
is applied retrospectively. Certain simplificatioaie, however, applicable ("practical expedients"),
as well as a different approach ("cumulative efegmproach™) that avoids the restatement of annual
periods presented in comparative information; ie thtter case, the effects arising from the
application of the new standard should be recognizethe initial equity of the first annual period
for which IFRS 15 is applied. Following the amendinissued in April 2016, the IASB clarified a
number of provisions and also provided further gifigations in order to reduce costs and

complexity for first-time application of the newasdard.
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IFRS 9 — Financial instrumentsThe standard, published by the IASB in July 20igessedes IAS
39 - Financial Instruments: Recognition and Measuremd&fRS 9 introduces new provisions for
the classification and measurement of financiatrimsents, including a new model for expected
losses in the calculation of impairment losses inarnicial assets, and new general provisions for
hedge accounting. It also includes provisions fo¥ tecognition and derecognition of financial
instruments in accordance with the current IAS Be new standard will be applicable from 1
January 2018; early application is allowed. As aggal rule, under IFRS 9, the standard must be
applied prospectively, although certain exceptiaresallowed.

Amendment to IFRS 10 Consolidated financial statem and IAS 28 Investments in associates
and joint ventures:The amendment issued by the IASB in September Bigflights the changes to
address an inconsistency in dealing with the sat®ntribution of assets between an investor ad it
associate or joint venture. The main consequencthefchanges is that a full gain or loss is
recognized when a transaction involves a businwgs. a further adjustment in December 2015, the
IASB cancelled the previous date of first-time apgion set for 1 January 2016, deciding to
determine it at a later date.

Amendment to IFRS 10, IFRS 12 and IAS 28 - Investmi@ntities: consolidation exceptionghe
amendments, published in December 2014, are appiiedspectively to annual periods beginning
on or after 1 January 2016; early application lisvetd.

The main amendments regard:

« |FRS 10 Consolidated financial statemertsThe amendments to the IFRS clarify that the

exemption from presenting consolidated financiateshents applies to a parent entity that is, in
turn, a subsidiary of an investment entity, whee thvestment entity measures all of its

subsidiaries at fair value.

e ]AS 28 Investments in Associate§he amendment to IAS 28 allows a non-investmaeiitye
when applying the equity method of accounting tsrinvestment in an investment entity, to
retain the fair value measurement applied by theestment entity to its investments in
subsidiaries.

« |FRS 12 Disclosure of interests in other entitiékhe amendment to IFRS 12 clarifies that this

standard does not apply to an investment entityghegpares its financial statements measuring
all its subsidiaries at the fair value recognizegiofit and loss.
IFRS 16 — Leasestn January 2016, the IASB publishB#¢RS 16 Leased.he new standard provides
a new definition of lease and introduces a critebased on the control (right of use) of an asset t
distinguish lease contracts from service contrawtentifying the following as discriminants:

identification of the asset, right to replace tlsse, right to substantially obtain all of the emmic
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benefits resulting from the use of the asset, agitt to direct the use of the asset underlying the
contract. The standard introduces a single lessesuating model, by which an asset under a lease,
including an operating lease, is recognized intassiéh an offsetting financial liability. The mode
also provides the possibility of not recognizingleases those contracts regarding low-value assets
and leases with a term of 12 months or less. Caelgrthe standard introduces no material changes
for the lessor.

The standard is applicable as of 1 January 201%; adoption is allowed only for those companies
that have applied IFRS Revenue from Contracts with Customiaradvance.

Amendment to IAS 12 - Recognition of deferred tagsets for unrealized losse$he amendment
issued by the IASB in January 2016 aims to proeidefication on the recognition of deferred taxes
on unrealized losses. The changes intend to speéafgpplication of existing standards in IAS 12 to
the issue in question. Specifically, the changesifgl that unrealized losses arising from the
foregoing circumstances generate deductible tempodifferences, regardless of the entity’s
decision to recover the carrying amount of the talggdiolding the asset until maturity or through it
disposal.

The changes clarify that when estimating taxabtemme for future years, the entity may assume that
the asset value will be recovered at a higher amthan its carrying amount, only where the
recoverability of such higher amount is likely (j.ealculation of the debt instrument with collecti

of the contractual cash flows). All these facts airdumstances should be taken into consideration
when an entity makes such an assessment. The chapply as from 1 January 2017; early
application is allowed.

Amendment to IAS 7 - Statement of Cash FloviBisclosure Initiative:In January 2016, the IASB
issued an amendment to IAS Statement of cash flovs

The amendment aims to provide clarification to iover disclosures on financial liabilities.
Specifically, the changes require entities to disel information that enables financial statement
users to understand the changes in liabilitiesrayifrom financing operations, including changes
resulting from currency movements and changestiagutom non-monetary movements.

The changes require entities to disclose informatioat enables financial statement users to
understand the changes in liabilities (and anytedlassets) recognized in the statement of finAncia
position, the cash flows of which are or will beewgnized in the statement of cash flows as cash
flows from financing activities. The changes apply from 1 January 2017; early application is
allowed. Entities need not provide comparative rimfation relating to prior years.

Amendment to IFRS 2 - Classification and Measurentesf Share-based Payment Transactions:

In June 2016, the IASB published the changes t&IBRlassification and Measurement of Share-
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based Payment Transactionghich aim to clarify the classification of centdypes of share-based

payment transactions. The changes apply as froamdady 2018; early application is allowed.

The Group will adopt these new standards, amendmand interpretations based on their date of

application, and will assess the potential impé&atswing approval by the European Union.

Form and content of the financial statements

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

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

“Profit/loss from discontinued operations”, undeRIS 5.

The consolidated statement of comprehensive incomalso reflects the “changes arising from

transactions with non-owners”- separately showirggrelevant tax effects, that is:

- profit and loss that could be directly 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 accounsiragmndards.

The consolidated statement of comprehensive ingoresents the items relating to the amounts of the

components of other comprehensive income for thegdy nature and grouped into those which, in

accordance with the provisions of other IAS/IFRS:

- will not be subsequently reclassified to profas§) 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 principally to be traded;

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

Otherwise, the asset or liability is classifiechas-current.

The consolidated statements of cash flowsave been prepared applying the indirect methoahich
operating performance is adjusted to reflect trati@as of a non-monetary nature, for whatever dafer
or accrual of previous or future operating receiptspayments and for revenue or cost components
connected to cash flows arising from investing ioaificing activities. Income and expense relating to
medium or long-term financial operations and thidating to hedging instruments, and dividends paid
are included in financing activities.

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

- allocation of profit for the period;

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

and separately income and expense definedtenes arising from transactions with non-owfeaso

shown in the consolidated statement of compreherssome.

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

schedules.

Scope of consolidation

The condensed half-year financial statements alu3® 2016 include the financial statements of the

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

Company Head Share capital % Reporting Business Consolidation
office at 30/06/16 of investment date method
(€ thousands)

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

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

Diellesei S.r.l. in liquidation Milan 10 60 31/12 In liquidation Full re assets and
liabilities (*)

La7 S.p.A. Rome 1,020 100 31/12 TV publishing Full from 30 April
2013

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

Cairo Network S.r.l. Milan 5,500 100 31/12 Network operator Full

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

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

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

(*) the income statement is consolidated on a sifige basis in profit/(loss) from discontinued G®ns
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In 2016, there were no changes to the scope ofolidation from the consolidated financial statensent
for the year ended 31 December 2015.

As explained in the Interim Management Report, thiclw reference should be made for further
information, following the close of the reportingripd, subsequent to the launch of the voluntatylipu
purchase and exchange offer, Cairo Communicatigquieed control of RCS MediaGroup (“RCS”). A
total of no. 311.5 million RCS shares, equal t&68% of the RCS share capital, had been tenderdgbto
offer, for a total consideration of no. 56 milli@airo Communication shares and Euro 77.9 million in

cash. RCS and its subsidiaries will be includethanscope of consolidation of Cairo Communication.

NOTES TO THE CONSOLIDATED INCOME STATEMENT

Regarding the items of the consolidated incomeestant, here are the main components of cost and
revenue for the half-year ended 30 June 2016. ©heparative figures refer to the half-year financial

report at 30 June 2015.

1. Revenue
In order to provide a more detailed view, and insideration of the specific features of the segarss

operating revenue, advertising agency discountsahdperating revenue are analyzed as follows:

Half-year at Half-year at

30/06/2016 30/06/2015
Gross operating revenue 129,448 127,441
Advertising agency discounts (12,676) (12,449)
Net operating revenue 116,772 114,992

Revenue is generated almost exclusively in Italy an analysis by geographical area is pointless. An
analysis of revenue by operating segment is providdote 13.

Gross revenue can be analyzed as follows:
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Description Half-year at Half-year at
30/06/2016 30/06/2015
TV advertising 76,050 74,917
Print media advertising 13,553 12,949
Stadium signage 1,436 1,691
Internet advertising 787 383
Revenue from sale of programming schedule space 2 60 594
Other TV revenue 576 561
Magazine over-the-counter sales 35,338 35,168
Subscriptions 1,392 1,434
Other revenue 70 325
Books and catalogues 289 50
VAT relating to publications (645) (631)
Total gross operating revenue 129,448 127,441

In 1H16:

- the excellent circulation results were confirmedthwevenue increasing to Euro 35.3 million
versus Euro 35.2 million in 1H15;

- TV advertising revenue, amounting to Euro 76.1ionll(Euro 74.9 million in 1H15), includes
gross advertising sales on La7 and La7d channdigshwamounted to Euro 75.5 million (Euro
74.2 million in 2015);

- gross advertising revenue on Group publications usntenl to Euro 13.3 million (Euro 12.6
million in 1H15).

“Operating revenue” also includes the consideratibricuro 50 thousand from Torino Football Club

S.p.A., a subsidiary of UT Communications - pa@nCairo Communication S.p.A. - for administrative

services provided, disclosed_in Note 24 on relgtdy transactions.

*k%

2. Other revenue and income
“Other revenue and income”, amounting to Euro 4, 02®isand (Euro 5,570 thousand at 30 June 2015),

consists of revenue from pulp and paper salest-pear income and release of risk provisions, dhgrg

of technical advertising costs and other itemsgénue other than operating revenue.

*k*k

3. Change in inventory of finished goods
The item amounts to Euro -75 thousand (Euro -1ughnd at 30 June 2015), arising from the use of
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items sold during the ordinary course of busings€&iro Editore and Cairo Publishing.

*k*k

4. Raw materials, consumables and supplies

Raw materials, consumables and supplies refer yndimlthe activities of Cairo Editore, Cairo

Publishing and La7 and include the main items:

Description Half-year at Half-year at
30/06/2016 30/06/2015
Paper 10,116 9,654
Set design materials 55 20
Equipment and sundry materials 218 293
Change in inventory of paper, equipment, TV progres and
the like (33) 426
Total raw materials, consumables and supplies 10,356 10,393

The change in inventory, amounting to Euro -33 faoul, refers to:

- Euro -300 thousand for the change in inventorynafiouse TV programmes of La7 S.p.A. or

programmes purchased externally and yet to be ,airglts on films, soaps and the like and

related ancillary costs within one year and ydidaired,;

- Euro 267 thousand for the change in inventory gigpand other consumables of Cairo Editore

S.p.A.

*k*k

5. Services

As shown in the following chart, this item mainlgnoprises advertising concessionaire direct costs,

external processing, consultancies and collabarstinainly for bordereau, TV costs, promotion costs,

organization costs and overheads, and can be alhgzfollows:
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Description Half-year at Half-year at
30/06/2016 30/06/2015
Direct brokerage costs 6,172 6,540
Technical costs 681 450
Consultancies and collaborations 6,883 6,618
External processing 8,473 8,097
Sub-contracted TV programmes 14,291 12,137
Professional and artistic services and other T\&atiimg 5,023 5,057
Shooting, crew, editing, and outdoor TV activities 581 543
News and sport information services and TV newsiage 879 851
TV broadcasting services 6,949 6,450
TV artwork 259 271
Outdoor TV links 565 481
Advertising and promotion 4,459 2,814
Organization costs and overheads 6,940 6,883
Total services 62,155 57,192

“Direct brokerage costs” also includes Euro 1,086usand of Torino Football Club S.p.A., a subsidiar

of U.T. Communications S.p.A., under the adverfssoncession agreement with Cairo Pubblicita

S.p.A. as explained in Note 24 to related-partygeations.

“Advertising and promotion” includes costs of EWd million and Euro 1.1 million incurred for the

launch of “Nuovo e Nuovo TV Cucina” and “Enigmisti®iu”, for a total of Euro 1.2 million.

*%k%k

6. Use of third-party assets

The item amounts to Euro 6,585 thousand at 30 20té (Euro 13,707 thousand at 30 June 2015) and

mainly includes lease payments for property, reatal hire fees in the TV segment, rental fees fér T

studio equipment and royalties for copyrights.
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Description Half-year at Half-year at
30/06/2016 30/06/2015
Lease payments for property 1,730 1,740
Rental of TV studios 238 316
Rental fees for TV studio equipment 260 531
TV programme rights 512 7,045
Sport rights 75 20
Journalistic rights 1,501 1,481
Other copyrights (SIAE, IMAIE, SCF, AFI) 1,494 10
Royalty expense and sundry rights 367 306
Other costs for use of third-party assets 408 362
Total costs for use of third-party assets 6,585 13,707

In the six months ended 30 June 2015, "TV programgies” mainly included costs related to “Servizio
Pubblico”, broadcast until June 2015.

7. Personnel expense

The item can be analyzed as follows:

Description Half-year Half-year

at 30/06/2016 at 30/06/2015
Wages and salaries 23,765 22,244
Social security charges 8,263 7,410
Post-employment benefits 581 545
Other expense 85 225
Total 32,694 30,424

*%k%k

8. Amortization, depreciation, provisions and impaiment losses

This item can be analyzed as follows:

Description Half-year Half-year

at 30/06/2016 at 30/06/2015
Amortization of intangible assets and depreciatibn 4,610 3,065
property, plant and equipment
Allowance for impairment 225 407
Other provisions 20 101
Total amortization, depreciation, provisions and 4,855 3,573

impairment losses
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The increase in “amortization and depreciation'aigibutable to the amortization of television ftigh
acquired by La7 effective from 1 May 2013.

Mention should be made that the acquisition of ISa@.A. had been accounted for under IFRS 3,
applying the so-called "acquisition method", takimgo account the future income capacity of La7
S.p.A. at the acquisition date.

This approach had resulted in the full write-dovimon-current assets at the date of acquisitiobadf,
consisting primarily of TV broadcasting rights, aegecific technical equipment, whose value was
deemed unrecoverable in view of the income prospetiLa7 at the acquisition date. In 1H16, as a
result of impairments made in the allocation of plaechase price of the investment in La7 S.p.Ahin
consolidated financial statements, with respec¢h#oseparate financial statements of La7 S.p.Aueto
levels of depreciation of "property, plant and eguént” - Euro 846 thousand - and amortization of
“intangible assets” - Euro 2,270 thousand - wemogeaized (Euro 1,242 thousand and Euro 4,860
thousand in 1H15).

*k*k

9. Other operating costs

“Other operating costs”, amounting to Euro 987 #and (Euro 770 thousand at 30 June 2015), relate

mainly to sundry tax and contingent liabilities.

*k*k

10. Net financial income

“Net financial income” is composed as follows:

Description Half-year Half-year

at 30/06/2016 at 30/06/2015
Financial income 455 571
Financial charges (143) (172)
Total 312 399

Financial income includes interest on fixed-ternpakdts in current accounts and on treasury bank
accounts used to employ liquidity.

*kk
11. Income tax

This item can be analyzed as follows:
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Description Half-year Half-year

at 30/06/2016 at 30/06/2015
IRES (1,359) (667)
IRAP 472 199
Deferred tax income 236 (112)
Total current and deferred income tax (651) (579)

The tax charge for the period considers the estithbenefit arising from the tax loss pertainind.&@

S.p.A.

*k*k

12. Loss from discontinued operations

This includes the net loss of Diellesei S.r.liguldation, whose impact on the Group’s incomeestant,

statement of financial position and cash is irrafgy

*k*k

13. Segment reporting

For a clearer understanding of the Group’s econgraiformance, the analysis is focused on the sult
achieved in 1H16 by each business segment, whistblan identified, in compliance with IFRS 8 —
Operating segmentdased on internal reporting which is regularhamined by the directors. The
Group is organized in business units, each in stmnctured around specific products and serviced, a
has five reportable business segments:

- magazine publishing the Group operates as a publisher of magazingsaaoks through its
subsidiaries Cairo Editore - which incorporated t&tle Giorgio Mondadori in 2009 and
publishes weeklies “Settimanale DIPIU™, “DIPIU" TY “Diva e Donna”, “TV Mia” and
supplements “Settimanale DIPIU’ e DIPIU'TV CucinaSgellare”, “Settimanale Nuovo”, “F”
“Settimanale Giallo”, “Nuovo TV”, “Nuovo e Nuovo T\Cucina” and “Enigmistica Piu”, and
monthlies “For Men Magazine”, “Natural Style”, “Béfalia”, “Bell’Europa”, “In Viaggio”,
“Airone”, “Gardenia”, “Arte” and “Antiquariato” - ad Cairo Publishing, publisher of books;

- advertising, the segment managed by Cairo Communication afrd @abblicita, which work
together in advertising sales in print media foir€d&ditore and Editoriale Genesis (“Prima
Comunicazione”), on TV for La7 and La7d, and Turnoadcasting (Cartoon Network,
Boomerang, CNN), on the Internet and for the sdlestadium advertising spaces at the
“Olimpico” football pitch in Turin for Torino FC;

- TV publishing (La7), since 1 May 2013 following the acquisition of Lahe Group has
operated as a TV publisher of La7 and La7d broddcasespectively on channel 7 and channel

29 on the digital terrestrial platform;
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network operator (Cairo Network), in 2014 the subsidiary Cairo Network S.r.l. tqudet in

the tender procedure opened by the Ministry of Batin Development for the assignment of

rights to use TV frequencies for digital terredtbaoadcasting systems, submitting its binding

bid and winning the rights to use a lot of frequead"mux") for a period of 20 years. With the

acquisition and realization of the mux, the Caimmmnunication Group started operations as a

network operator.

Il Trovatore, which provides technological services mainly fore tldlevelopment and

maintenance of the Internet platforms of the Greug@mpanies.

No combinations were made for the definition ofaregble business segments.

2016 Mag_azi_ne Ad_ver 'I_'V ) Trovatore Network Intra- Total
Publishing  tising publishing operator group

(Half-year)

(€ thousands) Lt Nv(act:veti)ri) unaﬁlgf:jated

Gross operating revenue 46,639 88,724 54,780 496 70 4 (61,661) 129,448

Advertising agency discounts (12,676) 2,66)

Net operating revenue 46,639 76,048 54,780 496 470 (61,661) 116,772

Change in inventory (75) (75)

Other income 1,389 382 2,199 1 51 4,022

Total revenue 47,953 76,430 56,979 497 521 (61,661) 120,719

Production cost (31,694) (70,587) (38,547) (422) 94j4 61,661 (80,083)

Personnel expense (9,971) (4,240) (18,385) (23) ) (75 (32,694)

Gross operating profit (EBITDA) 6,288 1,603 47 52 (48) 7.942

Amortization, depreciation, provisions (569) (124) (4,162) (4,855)

and impairment losses

EBIT 5,719 1,479 (4,115) 52 (48) 3,087

Income (loss) on investments

Net financial income 8) 24 298 (1) (1) - 312

Pre-tax profit 5,711 1,503 (3,817) 51 (49) 3,399

Income tax (2,026) (725) 3,411 (19) 10 651

Profit from continuing operations 3,685 778 (406) 32 (39) 4,050

attributable to the owners of the parent

Profit / (loss) from discontinued

operations (1) (1)

Profit for the period 3,685 778 (406) 32 (39) 1) ,849

Non-controlling interests 7 7
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2015 Maggzipe Adyer TV . Trovatore Network Intra- Total
Publishing tising publishing operator group

(Half-year)

(€ thousands) L Nt(a?vigi) unaﬁlggated

Gross operating revenue 46,005 87,307 53,907 456 - (60,234) 127,441

Advertising agency discounts (12,449) 2,(49)

Net operating revenue 46,005 74,858 53,907 456 - 60,34) 114,992

Change in inventory (11) (11)

Other income 923 415 4,227 2 3 5,570

Total revenue 46,917 75,273 58,134 458 3 (60,234) 20,551

Production cost (29,472) (69,748) (42,687) (365) 4)(2 60,234 (82,062)

Personnel expen (9,744 (3,631 (16,967 (41) (41) (30,424

Gross operating profit (EBITDA) 7,701 1,894 (1,520) 52 (62) 8,065

Amortization, depreciation, provisions (482) (327) (2,763) @) (3,573)

and impairment losse¢

EBIT 7,219 1,567 (4,283) 52 (63) 4,492

Income (loss) on investments

Net financial incom (5) 62 338 4 39¢

Pre-tax profit 7,214 1,629 (3,945) 56 (63) 4,891

Income tax (2,479) (703) 3,750 (6) 17 579

Profit from continuing operations 4,735 926 (195) 50 (46) 5,470

attributable to the owners of the

parent

Profit / (loss) from discontinued

operations

Profit for the period 4,735 926 (195) 50 (46) 570

Non-controlling interests 10 10

Management monitors the operating results of bgsingnits separately in order to decide on the

allocation of resources and the evaluation of tesulransfer prices between business sectors are

established based on market conditions applicaltiansactions with third parties.

In accordance with the Improvement of IFRS ®perating segmentgotal assets for each reportable

segment are no longer provided, as they are natllysteviewed periodically by the chief operating

decision-maker.

14. Earnings per share

*k%k

Earnings per share are calculated dividing thenfifed results of the Group by the weighted averafge

outstanding shares, excluding the weighted avavageasury shares held. Specifically:
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Description Half-year at Half-year at
30/06/2016 30/06/2015
€ thousands:
Profit from continuing operations 4,050 5,470
Profit / (loss) from discontinued operations (1) -
Profit for the period (€ thousands) 4,049 5,470
Weighted average number of shares outstanding 438160 78,343,400
Weighted average number of treasury shares (779) (779)
Weighted average number of shares to calculate eanys per
share 78,342,621 78,342,621
€ thousands:
Earnings per share attributable to continuing djmra 0.052 0.070
Earnings / (loss) per share attributable to disooet operations 0.000 0.000
Net earnings per share 0.052 0.070
NOTES TO THE STATEMENT OF FINANCIAL POSITION
Asset and liabilities by category are analyzedfobllowing notes.
15. Property, plant and equipment
The movements in PPE can be analyzed as follows:
Description Property Plant and Other Assets Total
equipment assets under
developme
nt
Carrying amount at 31/12/2015 1,240 649 1,191 - 3,080
Additions - 38 74 - 112
Amortization/Depreciation (21) (81) (150) - (252)
Carrying amount at 30/06/2016 1,219 606 1,115 - 2,940

In 1H16, due to the impairment of fixed assets mad2013 in the allocation of the purchase price of

the investment in La7 with respect to the sepdiatncial statements of La7, lower depreciation was

recognized on "property, plant and equipment" i@ #mount of Euro 846 thousand (Euro 1,242

thousand in 1H15).

*k*k

16. Intangible assets

The movements in intangible assets can be anabzéallows:
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Description Television Concessions, Goodwill Publicat Assets Total
rights licenses and ion under
trademarks tittes  developm
ent
Carrying amount at 31/12/2015 14,326 1,069 7,198 748 37,577 60,918
Additions 2,852 158 - - 1,186 4,196
Amortization/Depreciation (3,807) (417) - (133) - (4,358)
Carrying amount at 30/06/2016 13,372 810 7,198 615 38,763 60,756

In 1H16, due to the impairment of intangible assetgle in 2013 in the allocation of the purchaseepri
of the investment in La7 with respect to the sejgdfiaancial statements of La7, lower depreciati@s

recognized on “intangible assets” in the amouriwfo 2,270 thousand (Euro 4,860 thousand in 1H15).

Assets under development

“Assets under development” refers primarily to tights to use TV frequencies for digital terredtria
broadcasting systems (Euro 31.6 million, in additio ancillary charges of Euro 4.7 million, which
include financial charges of Euro 0.8 million), aoed in 2014 by the Group company Cairo Network
S.r.l. These rights - for a period of 20 years fer¢o the 2-SFN multiplex on channels 25 and 59
(*mux”).

The amortization of the rights to use the freques@vill start once the mux will be ready for use.

“Assets under development” also includes TV rightbe exploited in future years.

Television rights

This item includes the investments made by La7eigistration rights (with a duration of over 12

months) for the broadcasting of films, series avaps.

Goodwill

This item refers to the excess of the purchasesprier the percentage attributable to the Groughef
fair value of assets, liabilities and identifialdentingent liabilities of a number of subsidiaregstheir
date of acquisition, net of related accumulatedréiraiion at 30 September 2004, as the Group ctmse
adopt the exemption provided under IFRS 1 not folyafi-RS 3 retrospectively to transactions which
took place prior to the date of transition to IASIS.

The item includes goodwill from each of the Groupash generating units (CGU): approximately Euro
4.7 million for publishing, approximately Euro 2aillion for advertising and approximately Euro 0.2

million for Il Trovatore.

The Directors have verified the absence of indisatd impairment losses during the period and have
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therefore not considered it necessary that anjadfe assets be subject to impairment testing.

* *

17. Investments and non-current assets

The movement in this item can be analyzed as faiow

Description Carrying Write-ups Impairment Carrying amount at
(€ thousands) amount at losses 30/06/2016
31/12/2015
Auditel S.r.l. 46 - - 46
Other 16 - - 16
Total other investments 62 - - 62

Non-current financial assets amounted to Euro 868gand at 30 June 2016 (Euro 1,640 thousand at 31
December 2015), Euro 683 thousand (Euro 1,344 #mubiat 31 December 2015) of which refer to the
fair value of financial instruments to hedge exdm®nisks (forward currency purchases coincidindiwit
schedules of contractual payments due) used byd pdrchase TV rights from film companies.
The residual amount of Euro 270 thousand (Euro tB®@6sand at 31 December 2015) refers mainly to
loans to La7 employees.

Kok
18. Deferred tax assets
Deferred tax assets, amounting to Euro 4,391 thmbsdé 30 June 2016 (Euro 4,186 thousand at 31

December 2015), refer to the recognition of defibtex assets on the temporary differences between t

carrying amounts of recognized assets and liadsliéind their tax amounts.

* k% %

19. Working capital

Details on this item can be analyzed as follows:
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Description 30/06/2016 31/12/2015 Change
Inventory 3,098 3,141 (43)
Trade receivables 76.536 78.539 (2,003)
Receivables from parents 5,668 3,167 2,501
Other receivables and other current assets 5482 5297 185
Trade payables (85,752) (82,382) (3,370)
Payables to parents (2,183) (818) (1,365)
Tax liabilities (3,673) (3,560) (113)
Other current liabilities (20,592) (20,822) 230
Total working capital (21,416) (17,438) (3.978)

Inventory is composed of:

- Euro 2,499 thousand relating to inventory of Cdiditore S.p.A. and Cairo Publishing S.r.l. of raw
materials, mainly paper, work in progress and fiag products, mainly books. Inventory is stated
net of the provision for inventory write-down of ©u583 thousand (Euro 659 thousand at 31
December 2015);

- Euro 599 thousand relating to the inventory of Baff.A. of TV programmes produced and awaiting
to be aired at 30 June 2016, and to rights on fisnaps, cartoons and documentaries, acquired for a
period of less than 12 months, whose availablet fiigis not exhausted and for which airing time

during the next financial year is available.

Trade receivables are stated net of the allowaocénripairment of Euro 7,813 thousand (Euro 9,196

thousand at 31 December 2015). The allowance isetkaver the period by Euro 225 thousand and
decreased following utilization of Euro 1,608 thand. The allowance takes account of both specific
collection risks and a general risk of non-colledity based on the ordinary trend of company

operations.

Parent receivables and payables of Euro 5,668 #mouand Euro 2,183 thousand, respectively, refer

mainly to receivables from (Euro 5,609 thousand) payables to (Euro 2,183 thousand) the parent UT
Communications S.p.A., and arise from the natiotet consolidation scheme, which Cairo
Communication and its subsidiaries Cairo Editorair&Pubblicita, Diellesei in liquidation, La7, Cai
Network and Cairo Publishing have agreed to pgaie in, as explained in Note 24 to related-party

transactions.

Other receivables and other current assets, whiclude mainly tax credit, inclusive of advance
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payments and prepayments and accrued income, aatbt;mEuro 5,482 thousand, increasing by Euro

185 thousand versus 31 December 2015.

Trade payables amounted to Euro 85,752 thousamdeasing by Euro 3,370 thousand versus 31

December 2015, and refer entirely to the curreat.ye

Other current liabilities amounted to Euro 20,588usand at 30 June 2016, decreasing by Euro 230

thousand versus 31 December 2015, and mainly ia@dddance payments received from clients for new
magazine subscriptions, payables to personneldliddy pay and salary accruals and accrued expenses

and deferred income.

*k*k

20. Non-current and non-financial assets and liabiies

Post-employment benefits
This item reflects the accruals made for all empésy at the reporting date made on the basis of the
projected unit credit method, using actuarial vatues.

The composition and movements of this item is bnodkewn as follows:

30/06/2016 31/12/2015
Opening balance 13,315 13,398
Provisions 102 200
Interest expense 108 196
Profit (loss) from actuarial valuations 339 38
Utilization/other movements (338) (517)
Closing balance 13,526 13,315
Provisions for risks and charges
The provisions for risk and charges include:
Description 31/12/2015 Increases Utilizations 30/®)16
Pension and similar provision
1,318 - (41) 1,277
Provision for publishing returns 420 158 (420) 158
Provision for liquidation 63 - - 63
Provisions for future risks and charges 17,906 - (1,147) 16,759
recognized under the purchase price allocation
of La7 S.r.l.
Provision for other risks and charges 8,951 20 (1,148) 7,823
Grand total 28,658 178 (2,756) 26,080
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The item “Provision for other risks and chargeshtoanting to Euro 7,823 thousand, mainly includes

provisions for risks and charges of La7 for penditigation with social security institutions, les
staff and employees. The item also includes fundg$uture expenses set aside to cover the risingris
from claims for damages originated during the potiden and airing of TV programmes.
Mention should be made that in 2013, in the pureharice allocation of La7 S.p.A., a negative fair
value had been given, setting aside appropriatevigions for future risks and charges recognizeithén
purchase price allocation of La7”, 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) existingmarformed contracts and (ii) pending litigation.

21. Net financial position

The net financial position of the Group can be yred as follows:

Description 30/06/16 31/12/15 Change

Cash and cash equivalents 113,969 125,776 (11,807)
Bank loans (17,500) (20,000) 2,500
Total 96,469 105,776 (9,307)

As shown in the consolidated cash flow statemdr,dhange in the net financial position versus 31
December 2015 is mainly due to the distributiomiefdends approved by the Shareholders’ Meeting on
27 April 2016 (0.20 Euro per share, for a totaEafo 15.7 million).

The bank loan of Euro 17.5 million granted by Uadit S.p.A. and used by Cairo Network to pay part
of the rights of use of the TV frequencies, is seduby a guarantee issued by the parent Cairo
Communication. The loan agreement contains a nuwbinancial covenants checked annually on the
Cairo Communication Group: debt cover (i.e., neaficial debt/EBITDA ratio), required to be lesstha
or equal to 1.75, and leverage (net financial @efoiity), required to be less than or equal to & [Blan
agreement also contains a number of commitmentsadBr of the commitments and/or financial
covenants may result in termination of the loareagrent. At 30 June 2016, the covenants had been
met.

The current financial covenants contained in tlealagreement, following the consolidation of theSRC
Group in Cairo Communication, are expected notaariet at 31 December 2016. Accordingly, Cairo
Communication will need to renegotiate the termshef loan with the lending bank or make an early

repayment.
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As explained in the Directors’ Report, in conneatigith the acquisition of the control of RCS, inydu

2016 Cairo Communication signed a revolving loareament with Intesa Sanpaolo for a maximum
amount of Euro 140 million (Euro 64 million drawpwin at the date of preparation of these notesgto b
used for payment of the cash component of the Offed for more general business purposes. The
credit facility has a duration of 60 months, anéslaot require any collateral or financial covemant

It is Group policy to invest available cash in aawthnd or short-term bank deposits, properly spngadi
the investments, essentially in banking productidh whe prime objective of maintaining a ready
liquidity of the said investments. The investmerdducts are selected on the basis of their cratitg,

their reliability and the quality of services reneid.

22. Consolidated equity

At 30 June 2016, consolidated equity was Euro 1IBBousand, including profit for the period.

The share capital of Cairo Communication S.p.Aro4074 thousand at 30 June 2016, is made up.of no
78,343,400 ordinary shares.

At their Meeting on 27 April 2016, the shareholdepproved the distribution of a dividend of 0.2 &ur
per share, inclusive of tax. The balance of thédéwd, amounting to Euro 15.7 million, was disttéxl
with detachment date on 9 May 2016.

In 1H16, as part of the share buy-back plans, easury shares were bought or sold. At 30 June 2016,
Cairo Communication held a total of no. 779 residiemsury shares, subject to art. 2357 ter oftdimn

Civil Code.

In the frame of the voluntary public purchase amdhange offer launched by Cairo Communication
S.p.A., under art. 102 and art. 106, par. 4, ofislagve Decree no. 58 of 24 February 1998, ontthe!
ordinary shares with no par value issued by RC®rder to pay the share component of consideration
the RCS shareholders who accepted the Offer, thed&xinary Meeting of Cairo Communication held
on 18 July 2016 resolved on:

» the divisible share capital increase in cash,g@érformed on one or more separate occasions
and in different tranches, excluding the pre-emptight, pursuant to art. 2441, par. 4, first
sentence, of the Italian Civil Code, to be execuigdB1 December 2016, up to a maximum of
Euro 366.6 million (including the share premiunpesifically for a maximum par value of Euro
5.4 million and a maximum share premium of Euro .36fillion, through the issue of a
maximum of no. 104,372,991 Cairo Communication mmady shares, with no indication of the
par value, with regular dividend entitlement ane same characteristics as the outstanding Cairo
Communication ordinary shares, payable by contiolbun kind of RCS ordinary shares tendered
to the offer under the terms and conditions ofwblkeintary public purchase and exchange offer

launched by the Company on the total RCS shares'Qffer”);
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» granting the Board of Directors, pursuant to af#42 of the Italian Civil Code, the powers to
perform a divisible share capital increase in caistone or more separate occasions, excluding
the pre-emption right, pursuant to art. 2441, gasecond sentence, of the Italian Civil Code, for
a maximum amount of Euro 70 million (including thkare premium). Specifically, the share
capital may be increased by a number of ordinagreshup to 10% of the total number of
ordinary shares outstanding on the date of a plessiercise of the above powers. The shares
arising from the share capital increase may beredféor subscription with payment in cash to
shareholders and to third parties, including infitihal investors or strategic partners, and/or to
service the issue of financial instruments (inahggliby way of example, equity-linked bonds)
which entitle the subscription of Cairo Communioatshares and/or which provide for or allow
the conversion into Cairo Communication sharesntgrg of the above powers is intended to
provide the Board of Directors with suitable meatas strengthen the capital of Cairo
Communication, in order to also meet the finanaieduirements that may arise from the
acquisition of the control of RCS. For such purpas®ler the resolution, the Board of Directors
may exercise such powers within one year from #iie df the Shareholders’ Meeting held on 18
July 2016. The timing to exercise such powers, el as the terms and conditions of the possible
issues, will be disclosed to the market in accocdamith law and regulations;

» the amendment of art. 6 and art. 13 of the byliamerder to introduce the increased voting right
system, under art. 12juinquiesof Legislative Decree no. 58/98. Specifically, gystem will
grant two voting rights for each Cairo Communicatardinary share held by the same Company
shareholder for a continuous period of at leastmdfths from registration in a specific special
list, created and kept by the Company at its reggst office.

On 22 July 2016, the first tranche of the shardtahmcrease was performed, in order to pay theresh
component of consideration (consisting of no. @h&o Communication shares, in addition to Eur®0.2
payable in cash for each RCS share tendered) setR&S shareholders who had accepted the Offer
during the acceptance period. Cairo Communicaisndd no. 45.9 million Cairo Communication shares
with no par value for the no. 254.8 million RCS msatendered at the end of the acceptance period,
granted to those RCS shareholders who had acce@difer.

On 4 August 2016, the second tranche of the stapitat increase will be performed, in order to plae
share component of consideration (consisting oDrt8 Cairo Communication shares, in addition tooEu
0.25 payable in cash for each RCS share tendaye¢tpse RCS shareholders who had accepted the Offer
during the acceptance period from 22 July 2016utjino28 July 2016. Cairo Communication will grant
no. 10.2 million newly-issued Cairo Communicatidraies with no par value to those RCS shareholders

who have accepted the Offer for the no. 56.7 nmillRCS shares tendered at the end of the acceptance
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period.

23. Other information

The main guarantees given by third parties to taecCCommunication Group amounted to Euro 2,612

thousand and are attributable to guarantees idsubdnk and insurance institutes.

The agreements reached in the purchase of thee esttare capital of La7 also included a long-term
agreement between La7 and Telecom ltalia Media d®rasting S.r.l. (TIMB) for the supply of

transmission capacity that provides, among othieigth the issue by Cairo Communication of a parent
company guarantee to cover the payment obligatimdertaken by La7, for a maximum amount of Euro
6,558 thousand (including VAT) per year. La7 exsedi the right to withdraw from the agreement

effective from 1 January 2017.

In 2014, the subsidiary Cairo Network took parttie tender procedure opened by the Ministry of
Economic Development for the assignment of riglususe TV frequencies for digital terrestrial
broadcasting systems, submitting its binding bid awinning the rights to use a lot of frequencies
(*mux™) for a period of 20 years. In January 20C&jro Network and El Towers S.p.A. (“EIT”) theregor
entered into the agreements for the realization sarmequent long-term technical management in full
service mode (hospitality, service and maintenanse,of broadcasting infrastructure, etc.) of thexm
The agreements provide, among other things, for:

- atransitional phase, which will see the realizatmd start-up of the mux and the initial operagjon
which will run from the date the agreements wegned to 31 December 2017, and an operational
phase of the mux lasting 17 years (from 2018 ta4203

- the right to free withdrawal of Cairo Network stag from 1 January 2025;

- guaranteed coverage at full performance of at @4%i of the population, in line with national muxs
with greater coverage;

- consideration to EIT:

0 during the transitional phase (2015-2017), amogntma total of Euro 11.5 million for
the full three-year period;
o at full performance (starting from 2018), amountiadg=uro 16.3 million per year,
these amounts include compensation for the avétiabf the transmitters;

- an annual consideration from EIT to Cairo Netwatiarting from 2018, ranging between Euro 0 up

to Euro 4 million, in the event that the availabkendwidth on the mux is not fully used by Cairo

Network.

With regard to the Automatic Numbering Plan, thenbers currently in use (7 for La7 and 29 for La7d)
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are those assigned by the Ministry of Economic Dmmeent in 2010, under AGCOM resolution
366/2010/CONS. The Resolution had been challengetietenorba and other local broadcasters, with
partial annulment specifically regarding the assignt of numbers 7-8 and 9 by the Council of State
through ruling 4660/12.

On 21 March 2013, the Communications Authority (A®) unanimously approved the New
Automatic Numbering Plan for digital terrestrialleid@sion (LCN) by Decision 237/13/CONS. The

decision confirmed, for national traditional broadters, the assignment of numbers 0-9 of thelfiogtk

of LCN numbering (see p. 39-40 and 44 of AGCOM Bixi no. 237/13/CONS).

Deeming that the New Plan evaded the Council ofe&tauling (given that it confirmed assignment to
the national traditional broadcasters of numbe@siihe first block of LCN numbering), Telenorbied

an appeal for compliance with ruling no. 4660/1Be Bppeal was upheld by the Council of State (@ulin
no. 6021 of 16 December 2013), which declared tees Numbering Plan void (pursuant to Resolution
237/2013) for numbers from 8 to 9, and appointespecial commissioner tasked with verifying the
correct assignment of numbers from 8 to 9 withind@§s from the beginning of the proceedings, which
started on 24 February 2014. However, since thigagbannulment of the previous Plan initially indkd
number 7, on initiation of the procedure, the spledbmmissioner - inappropriately in the opinion_af7

- also referred to number 7, which instead, undher uling, is not subject to verification by the
Commissioner. AGCOM has in the meantime re-extenttezl previous Plan (based on current
assignments), as also suggested in the State Ceunting, in order to avoid a regulatory void.

In execution of ruling no. 6021, the Special Conwiaiser launched a public consultation on an outline
provision named "Automatic numbering plan of dibitarrestrial free-to-air and pay TV channels,
procedures for allocating numbers to providers ofliavisual services authorized to broadcast
audiovisual content using digital terrestrial teglomgy and relating conditions of use.” Telenorbd, A
Music and AGCOM have challenged the acts adoptedhley Commissioner, lodging enforcement
reviews and claims before the State Council (thartcof compliance), arguing that the Commissioner
had exceeded the requirements of ruling no. 602Db8.

Following orders no. 5041, 5127 and 5859 of 201dram 27 of 2015, under which the Council of State
has given the Commissioner certain regulationsigohérge the task, the Commissioner adopted a new
outline provision (no. 7 of 2015), accompanied hyeaplanatory report.

With such orders, deeming his task completed, tbmmBissioner stated that Lcn numbers 7, 8 and 9
established by AGCOM in the first plan of 2010 (Blafon no. 366/2010/CONS) should be confirmed.
Specifically, the Commissioner determined thatinaljght of user preferences and habits at the tirhe
the switch-off, numbers 7, 8 and 9 were to be agslgo a national broadcaster; b) in March 201¢ese

national private commercial analogue broadcastaitdtaree public channels were in operation (incigdi
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La7); ¢) 9 broadcasters had a generalist schethdiding La7).

Telenorba lodged a complaint with the Council cdt8trequesting the annulment of or a declaration of
invalidity and/or ineffectiveness of the Specialn@oissioner’'s Resolution No. 7 of 2015, and relating
annexes (and of any other resolutions adopted byGbmmissioner to the extent that Telenorba is
concerned). All Music also lodged a complaint agathe resolution and the report recently adopted b
the Commissioner.

Through sentence no. 432 of 2016, the Council ateStuled for the fairness of the Commissioner's
provision, specifically on the point where all trgositions - 7, 8, 9 - were to be assigned tanatj not
local, broadcasters, and confirmed that Telenodsaa local broadcaster, had no entitlement to be
assigned any such positions.

Through concurrent ruling no. 1836 of 2016, thafaiession of the Court of Cassation overturneidgul
no. 6021 of 2013 of the Council of State (whicheaplained, had annulled AGCOM’s 2013 Plan and
had appointed the Commissioner), owing to violatibthe outer limits of administrative jurisdiction
Additionally, Telenorba has applied for the rewvisiof ruling no. 432 of 2016 of the Council of State
Telenorba submits that the Council of State hasnaitted an error in fact, which justifies an apptioa

for revision, as it failed to rule on the grounds fcomplaint - against the acts adopted by the
Commissioner - regarding the classification asreegdist TV of MTV in 2010, which would be contrary
to the ruling and to all the supplementary documentbmitted in the course of the proceedings. The
hearing to discuss the above appeal was held dnlg&016 and the case was adjourned for judgment.
To date, it is difficult to predict the effects thie Court of Cassation’s ruling on AGCOM activitiesmd

the Commissioner’'s), especially with regard to th#ectiveness of AGCOM resolutions no.
366/2010/Cons and no. 237/13/Cons, as well as titeome of the application for revision filed by
Telenorba against the Council of State’s ruling4#2 of 2016.

In any case, in the opinion of La7 and its legalisets, further assessments on number 7 are unligel

be made, nor will the allocation of this numbet&y be revoked.

As the result of a VAT audit performed on Cairo Goumication S.p.A., in its report, the Guardia di
Finanza (the Italian Tax Police) identified somedings for 2002 and subsequent years (2003, 2004,
2005 and 2006) relating to the application if afiyW@éT on dealing rights charged to media centres,
which were subsequently included in the final augjtorts, which the Company has challenged.

For the periods 2002, 2003, 2004 and 2005, theiftiay Tax Commission of Milan has ruled in favour
of the Company’s appeals. The Agenzia delle Entfigddian Tax Authorities) has filed an appeal with
the Regional Tax Commission of Milan against thegeisions. In April 2010, the Regional Tax
Commission of Milan ruled in favour of the Agencyppeal regarding 2002, and in October 2011 also

regarding the years 2003, 2004 and 2005, on queedtie grounds. Cairo Communication has already
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appealed to the Court of Cassation against thenedtyregarding 2002, for which the tax claim amesunt

to Euro 41 thousand in addition to penalties ofcEGA thousand, and the judgment regarding the
subsequent years 2003, 2004 and 2005, for whichkathelaim totals Euro 247 thousand, in addition to

penalties of Euro 272 thousand and interest.

The Company has filed an appeal for 2006; the dsion hearing was held on 23 May 2014 and,
following the ruling filed on 31 March 2015, thedvincial Tax Commission of Milan acknowledged
the Company'’s appeal. The Agency has filed an dppitathe Regional Tax Commission of Milan (for
2006, the tax claim is Euro 63 thousand, in additm penalties of Euro 79 thousand and interest® T

hearing on the appeal was held on 11 July 201@&lafe, the ruling has yet to be handed down.

In relation to the tax claim contained in theseorép based also on the advice of its tax constgltdhe

Directors believe there are fundamental reasongights to oppose the relevant findings.

In its hearing on 18 October 2010, the Provinciak Tommission of Milan acknowledged the appeal
filed by Cairo Editore S.p.A. regarding the assessnmotice for tax year 2004. The ltalian Tax
Authorities have filed an appeal with the Regioak Commission of Milan against the ruling. In its
hearing on 27 May 2013, the Regional Tax Commissioklilan rejected the Agency’s Appeal. On 16
June 2014, the Agency filed an appeal with the &upr Court, and on 25 July 2014, the Company

notified its response to the counterparty.

Immobiledit S.r.l., the subsidiary merged into ©altditore in 2009, is party to a lawsuit regardang
property purchase. In 2004, the Court of Milanthe first instance, had rejected the adverse arty’
claims, ordering the adverse party to pay damagesettle in separate proceedings, and to repay/ leg
expenses. The Court of Appeal has partly reverseduling of first instance, ordering Immobiledit t
pay for the expenses of first and second instanegegting the adverse party’s claim for damageschvh
has appealed to the Court of Cassation againsejbetion. Following ruling no. 25351/14, the Coaft
Cassation, rejecting all the other grounds of tl@nnappeal of Italiana Assicurazioni, granted tingt f
ground of appeal concerning compensation for darsaffered by Italiana Assicurazioni for the fitting
out of the property covered by the preliminary cact; the Court referred the case to the Court of
Appeal of Milan, in a different formation, which Wbe called to review the issue of compensatian fo
damage only on the point above; the request forpemsation by Italiana Assicurazioni regarding the
plea granted by the Court of Cassation amountppooximately Euro 319 thousand, plus interest and
monetary revaluation. With the notice served on\edy 2015, Reale Immobili (as transferee of the
company) and ltaliana Assicurazioni continued peodegs, following the ruling of the Court of

Cassation, before the Court of Appeal of Milan. &nJuly 2016, the hearing for the closing arguments
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was held, where the parties were assigned the liimits of law for filing their closing briefs and
objections, under art. 190 of the Code of Civil¢adure.

International Media Holding S.p.A., which on 20 M2§16 had launched a voluntary public purchase
offer competing with the Cairo Communication’s off€irelli & C S.p.A., Diego della Valle & C S.r.l.
and DI. VI. Finanziaria di Diego della Valle & CBA. by means of a petition served on 27 July 2016
brought an action against CONSOB and, inter alidajro Communication, before the Regional
Administrative Court (Tribunale Amministrativo Regiale) regarding the alleged failure by CONSOB
to exercise its precautionary/prohibitive powers liespect to the offer launched by Cairo
Communication, and filed a request for the applicabf monocratic precautionary measures, pursuant
to art. 56 of the Italian Code of the AdministratiProcedure (Codice del Processo Amministrativo).
With decree published on 1 August 2016, the Presidé the Court denied the request for the
application of monocratic precautionary measures scheduled a hearing in chamber on 30 August

2016 in order to consent the collegial discussiothe matter.

It is also noted that:
- the condensed consolidated half-year financiakstanhts at 30 June 2016 do not include
any receivables or payables with a residual teroeeding five years;
- the condensed consolidated half-year financialestahts at 30 June 2016 reflect the
capitalization of financial charges during the pdriof Euro 92 thousand, entered under

assets under development and regarding the invaettmeade by Cairo Network S.r.l.

24. Related party transactions

Transactions between the company and its consetidgaibsidiaries, which are its related partiesghav
been eliminated from the condensed consolidatelykal financial statements and are therefore not
shown in this note.

The Group holds relations with the parent (UT Comitations S.p.A.) and with the latter’s
subsidiaries at conditions deemed normal in thespective relevant markets, taking into account the
nature of services offered. Below is a summary hef statement of financial position and income
statement balances deriving from the transactioadenin 1H16 with these related parties, identified
under 1AS 24.

The effects of these relations on the consolidatedme statement of the Cairo Communication Group
at 30 June 2016 are as follows:
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Income and expense Operating Operating Financial Financial
(€ thousands) revenue costs income charges
Parent

U.T. Communications S.p.A. - - - -

Jointly-controlled companies

Torino FC S.p.A. 98 1,155 - -
Mp Service S.r.l. - - - -
Total 98 1,155 - -

The effects of these relations on the consolidadtatement of financial position of the Cairo

Communication Group at 30 June 2016 are as follows:

Receivables and financial assets Trade Other Receivables tax Other current
(€ thousands) receivables  receivables and consolidation financial
current assets scheme assets

Parent

U.T. Communications S.p.A. 59 - 5,609 -

Jointly-controlled companies

Torino FC S.p.A. 252 - - -

Mp Service S.r.L 47

Total 358 5,609 -

Payables and financial liabilities Trade payables Other payables Payablestax Other current

(€ thousands) and current consolidation financial
liabilities scheme liabilities

Parent

U.T. Communications S.p.A. - - 2,183 -

Jointly-controlled companies

Torino FC S.p.A. 191 - - -

Total 191 - 2,183 -

In 1H16, the relations and transactions with thepaU.T. Communications and with its subsidiadas

be analyzed as follows:

the concession contract entered into by Cairo Reitlbbland Torino Football Club S.p.A. for the sale
of advertising space at the Olimpico football pitahd promotional sponsorship packages. The
contract provides for the concession to the sellex percentage of the profits gained (85%), net of
advertising agency discounts relating to contra@sed directly and invoiced by Cairo Pubblicita,
granting the latter 2% for contracts signed disedty Torino FC. This contract resulted in the
payment in 1H16 of Euro 1,096 thousand against teteenue of approximately Euro 1,267 thousand
net of agency discounts. Cairo Pubblicita earnetthén commissions of Euro 40 thousand. As part of
the agreement, Cairo Pubblicita also purchasedé#ddickets worth Euro 38 thousand;

the agreement between Cairo Communication and ddfi. for the provision of administrative
services such as bookkeeping. The agreement gedesatenue of Euro 50 thousand in 1H16;

the tax consolidation scheme, which governs thanfiial aspects of amounts paid or received in
return for the advantages or disadvantages regutim the tax consolidation, specifically provides

that any greater charges or minor benefits that megrue to the companies resulting from
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participation in the procedure, be suitably rematest by the Parent. In relation to this, the haliy

financial report at 30 June 2016 includes recedmbirom and payables to the parent UT

Communications S.p.A. of Euro 5,609 thousand ana 2183 thousand respectively.

At their meeting of 27 April 2016, the shareholdefsthe Parent approved the 2016 remuneration
policy, as illustrated in Section 1 of the Remutiera Report, drawn up pursuant to art. 123-ter of
Legislative Decree 58/1998 and 84 quater of theelsfRegulations and approved by the Board of
Directors on 14 March 2016.

25. Transactions deriving from atypical and/or unusial transactions

Pursuant to Consob Communication of 28 July 200@>iM/6064296, it should be noted that in 1H16
the Cairo Communication Group did not engage in agpical and/or unusual transactions as defined
by the above Communication.

26. Subsequent events

As explained in the Interim Management Report, thicv reference should be made for further
information, following the close of the reportingripd, subsequent to the launch of the voluntatylipu
purchase and exchange offer, Cairo Communicatiguised the control of RCS. A total of no. 311.5
million RCS shares, equal to 59.69% of the RCSeskapital, had been tendered to the offer, fottal to
consideration of no. 56 million Cairo Communicatishares and Euro 77.9 million in cash. The
Shareholders’ Meeting of Cairo Communication hetd1® July 2016 resolved on (i) the share capital
increase through contribution of RCS shares tend@r¢he Offer, (i) the granting of powers to tBeard

of Directors to increase the share capital by Ei@ranillion and (iii) a number of amendments, indhegd

the introduction of the increased voting right seyst

For the Board of Directors

Chairman Urbano Cairo
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List of significant shareholdings pursuant to art.125 of Consob Regulation no. 11971/1999 and

subsequent amendments

Company Country % Direct or Shareholder Investment %
of of indirect

origin  investment investment

Cairo Editore S.p.A. Italy 99.95 Direct Cairo Communication S.p.A. 99.95
Diellesei S.r.l. in liquidation Italy 60 Direct Cairo Communication S.p.A. 60
La7 S.p.A. Italy 100 Direct Cairo Communication S.p.A. 100
Cairo Pubblicita S.p.A. Italy 100 Direct Cairo Communication S.p.A. 100
Cairo Publishing S.r.l. Italy 100 Direct Cairo Communication S.p.A. 100
Il Trovatore S.r.l. Italy 80 Direct Cairo Communication S.p.A. 80
Edizioni Anabasi S.r.I. ltaly 100 Indirect Cairo Editore S.p.A. 100
Cairo Network S.r.l. Italy 100 Direct Cairo Communication S.p.A. 100
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Declaration of the condensed consolidated half-yedinancial statements pursuant to Article 81-ter

of Consob Regulation 11971 of 14 May 1999 and sulysient amendments and additions

1. The undersigned Urbano Roberto Cairo, as Chairofathe Board of Directors, and Marco
Pompignoli, as Financial Reporting Manager of Calmmmunication S.p.A., also in accordance with
art. 154 bis, paragraphs 3 and 4 of Legislativer&e200. 58 of 24 February 1998, certify:

« the suitability of the characteristics of the Gmamy (taking note of any changes taking place dutie
half-year period) and

« the actual application of administrative andaaoting procedures for the preparation of the cosdd
consolidated financial statements for the first bA2016.

2. We also certify that

2.1 the condensed consolidated financial statenard8 June 2016:

a) have been prepared in compliance with Internatidir@ncial Reporting Standards endorsed by
the European Union, pursuant to EEC Regulation 2802 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 Interim Management Report contains referdncall significant events that have taken place
during the first six months of the financial yeadaheir effect on the condensed consolidated yesf-
financial statements, together with a descriptibthe principal risks and uncertainties expectethi
second half of the year. The Interim ManagementoRegdso contains a reliable analysis of informatio

on significant transactions with related parties.

Milan, 3 August 2016

For the Board of Directors Financial Reporting Manager
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@kpmag.it

PEC kpmgspa@pec.kpmg.it

(Translation from the Italian original which remains the definitive version)

Report on review of condensed interim consolidated financial
statements

To the shareholders of
Cairo Communication S.p.A.

Introduction

We have reviewed the accompanying condensed interim consolidated financial
statements of the Cairo Communication Group, comprising the income statement,
statement of comprehensive income, statement of financial position, statement of cash
flows, statement of changes in equity and notes thereto, as at and for the six months
ended 30 June 2016. The parent's directors are responsible for the preparation of
these condensed interim consolidated financial statements in accordance with the
International Financial Reporting Standard applicable to interim financial reporting
(IAS 34), endorsed by the European Union. Our responsibility is to express a
conclusion on these condensed interim consolidated financial statements based on
our review.

Scope of review

We conducted our review in accordance with Consob (the Italian Commission for
Listed Companies and the Stock Exchange) guidelines set out in Consob resolution
no. 10867 dated 31 July 1997. A review of condensed interim consolidated financial
statements consists of making inquiries, primarily of persons responsible for financial
and accounting matters, applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International
Standards on Auditing (ISA Italia) and, consequently, does not enable us to obtain
assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion on the
condensed interim consolidated financial statements.
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Cairo Communication Group
Independent auditors’ report
30 June 2016

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that
the condensed interim consolidated financial statements of the Cairo Communication
Group as at and for the six months ended 30 June 2016 have not been prepared, in all
material respects, in accordance with the International Financial Reporting Standard
applicable to interim financial reporting (IAS 34), endorsed by the European Union.

Mitan, 5 August 2016

KPMG S.p.A.
(signed on the original)

Francesco Spadaro
Director of Audit





