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Letter of the Chief Executive Officer to shareholders

Dear Shareholders,

| am delighted on behalf of the Board of Directors and the entire management to submit to you the
extraordinary results recorded by Unieuro in the year ended 28 February 2018, the first year as a listed
company following joining the Stock Exchange in April 2017.

Consolidated revenues now close to €1.9 billion, a rise of 12.8% year on year and one step closer to
being the market leader, driven by the acquisition made during the year, the opening of new sales
outlets, as well as the growth of the online business, in the context of the good performance of the
network of stores.

Unequalled profitability in the segment, which has led Unieuro to generate an Adjusted Consolidated
EBIDTA of €68.9 million, equal to 3.7% of consolidated revenues, albeit in a context of extensive
online and offline promotions, with resulting pressure on margins.

An impressive capacity to generate cash, demonstrated by a Consolidated Adjusted Levered Free Cash
Flow of €66.7 million, which has enabled the Company to self-finance growth and distribute €20
million to shareholders in the form of dividends, while maintaining a Net Financial Position almost at
parity, essentially stable compared with the end of the previous financial year and despite significant
investments in acquisitions and in direct stores network.

These excellent economic and financial results were achieved in an extremely challenging market
context, shaken by profound changes which are affecting retail distribution in general and the
consumer electronics and electrical appliances retail segment in particular. The excessive
fragmentation and competition of pure online players, coupled with an unexpected setback in the
growth rate of sector revenues, is actually placing historic operators in crisis and accelerating a natural
selection among those which had the courage to innovate and those which have not accepted the
challenge of digitalisation, ending up having to undergo it.

While many players are facing difficulties that are sometimes devastating and that they have usually
not experienced until now, Unieuro is on the fast track going against the prevailing trend, leveraging a
centralised and winning business model and a wholeheartedly omnichannel approach, totally
benefiting customers and their increasingly personalised shopping experiences.

Our strategy, which is forward-looking because it is based on market growth and proactive
consolidation, translated into reaching new and important industrial targets: direct and indirect sales
outlets, located throughout the mainland, reached 497 thanks to both 7 newly opened stores and the
significant acquisitions completed during the financial year, involving a total of 40 former Euronics
stores, a former Trony flagship store and the e-tailer Monclick.

An expansion process that is by no means over, given that, in continuity with a corporate history
dotted with successful acquisitions, there are many opportunities for growth that we must and want to
take advantage of: today Unieuro is the only Italian organisation able to play the role of protagonist in
the consolidation of the sector, the only one able to selectively integrate smaller entities throughout



Italy, with the aim of replicating what other leading companies have done abroad: an expansionist and
omnichannel approach is actually the only possible response to the transformation of consumer habits.

Alongside this we will continue to invest in innovation to digitalise our stores and develop advanced
features for the online platforms with the goal of making each customer's omnichannel experience
increasingly more practical and pleasant. The level of service will gain a further impetus from the
inauguration, planned for the end of summer, of the new Piacenza logistics platform: a structure that is
twice the size of the current one, with cutting-edge technology and capable of synergically supporting
the growth of all channels. People will remain at the centre of our development initiatives, in the
awareness that a motivated, prepared team can make a difference, nowadays even more than in the
past.

In the light of income and financial dynamics that are positive in all aspects, good growth prospects
and a strategy that has proved itself to be successful, we can confirm that we are satisfied and
confident of being able to continue to create value for all our stakeholders, starting with our
shareholders to whom this year too we plan to distribute a particularly generous dividend.

The financial market, currently the majority shareholder of Unieuro by virtue of a free float
consistently above 50%, has demonstrated that it appreciates our equity story and believes in the
ambitious strategic goals we have set ourselves, as confirmed by the good liquidity of the stock and
the success of the two share placements in 2017. Our aim is to continue to reward this confidence,
demonstrating that we are worthy of the faith placed in us.

26 April 2018
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Corporate Bodies

BOARD OF DIRECTORS

- Chairman of the Board of Directors
- Chief Executive Officer
Monterastelli

- Non-Executive Director

- Non-Executive Director

- Non-Executive Director

- Independent Director

- Independent Director

CONTROL AND RISK COMMITTEE
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1. Introduction

The Unieuro Group (hereinafter also the “Group” or “Unieuro Group”) came into existence
following the acquisition by Unieuro S.p.A. of the entire share capital of Monclick S.r.l.,
consolidated from 1 June 2017.

The company Unieuro S.p.A. (hereinafter referred to as the "Company" or “Unieuro” or
"UE") is a company under Italian law with registered office in Forli in Via V.G. Schiaparelli
31, operating in the retail and online distribution of electric appliances and consumer
electronics.

The company Monclick S.r.l. (hereinafter also “Monclick” or “MK”) wholly-owned by
Unieuro, is a company under Italian law with its registered office at Vimercate in Via Energy
Park 22, which is active in sellingonline I.T. products, electronic, telephone system products
and appliances in Italy through its website www.monclick.it.

On 4 April 2017, Italian Electronics Holdings S.r.l. placed on the MTA (telematic stock
market) — STAR Segment of Borsa Italiana S.p.A. 31.8% of the share capital of Unieuro
S.p.A,, equal to 6,363,637 ordinary shares at a price of €11 per share.

From 3 May 2017, the greenshoe option granted by Italian Electronics Holdings S.r.l. was
partially exercised by 537,936 shares compared with the 636,363 shares that had been the
object of the Over Allotment. The purchase price of the shares that were the subject of the
greenshoe option was €11.00 per share, which corresponds to the offer price that was set for
the placement, totalling €5.9 million. The share settlement relative to the greenshoe option
took place on 8 May 2017.

Therefore, the placement covered a total of 6,901,573 ordinary shares of Unieuro S.p.A, equal
to 34.51% of the share capital, for a total value of approximately €75.9 million.

On 6 September 2017, Italian Electronics Holdings S.r.l. placed, under an accelerated
bookbuilding procedure, 3,500 thousand ordinary shares, corresponding to 17.5% of the share
capital of Unieuro, at the price of €16 per share. The settlement of the transaction took place
on 8 September 2017. The total amount was €56.0 million.

On 17 October 2017, the partial demerger of Italian Electronics Holdings S.r.l. in favour of
eight newly incorporated companies became effective. Subsequently, Italian Electronics
Holdings S.r.l. transferred its registered office to Luxembourg, changing its company name to
Italian Electronics Holdings S.a.r.l. (hereinafter also “Italian Electronics Holdings”) and has
entered into a reverse merger with International Retail Holdings S.a.r.l.. Following the above
transactions, it is 100% indirectly owned by the private equity fund Rhone Capital.
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As at the date of this Annual Report, Italian Electronics Holdings owns a shareholding of
33.82% in Unieuro, which, in the light of the shareholding structure, means it maintains ex
art. 93 TUF control of Unieuro.
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2. Procedural note

Below in this Directors’ Report on operations is information on consolidated revenues,
consolidated profitability and balance sheet and cash flows of the Unieuro Group as at 28
February 2018 compared with the figures of Unieuro S.p.A. for the previous financial year
ended 28 February 2017.

Unless otherwise indicated, all amounts are stated in millions of Euros. Amounts and

percentages were calculated on amounts in thousands of Euros and, thus, any differences
found in certain tables are due to rounding.
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3. Accounting policies

This Annual Report, as at 28 February 2018, was prepared in compliance with the provisions
of Article 154-ter, paragraph 5 of Legislative Decree 58/98 — T.U.F. — as amended and
supplemented — and in compliance with Article 2.2.3. of the Stock Exchange Regulation.

The accounting standards used by the Group are the International Financial Reporting
Standards endorsed by the European Union (“IFRS”) and the application of Legislative
Decree 38/2005 and other CONSOB provisions on financial statements, in accordance with
the amortized cost criterion (with the exception of derivative financial instruments valued at
current value) as well as the assumption of business continuity.

To facilitate the understanding of the Group’s economic and financial progress, some
Alternative Performance Indicators (“APIs”) are indicated. For a correct interpretation of the
APIs, note the following: (i) these indicators were created exclusively on the basis of the
Group's historical data and are not indicative of future performance, (ii) the APIs are not
specified in IFRS and, while they are derived from the consolidated financial statements, they
are not audited, (iii) the APIs should not be considered a substitute of the indicators required
by established accounting standards (IFRS), (iv) these APIs must be read in conjunction with
the Group's financial information taken from the consolidated financial statements, (v) since
the definitions and criteria used to determine the indicators used by the Group are not based
on established accounting standards, they may not be standardised with those used by other
companies or groups and, thus, they may not be comparable with those that may be presented
by such entities and (vi) the APIs used by the Group continue to have the same definitions
and descriptions for all years for which financial information is included in the consolidated
financial statements.

The APIs reported (Consolidated Adjusted EBITDA, Consolidated Adjusted EBITDA
margin, consolidated adjusted profit (loss) for the year, net working capital, consolidated
adjusted levered free cash flow, net financial debt and net financial debt/consolidated adjusted
EBITDA) have not been identified as IFRS accounting measures and, thus, as noted above,
they must not be considered as alternative measures to those provided in the Group's financial
statements to assess their operating performance and related financial position.

Certain indicators are referred to as*“Adjusted”, to represent the Group’s management and
financial performance, net of non-recurring events, non-characteristic events and events
related to extraordinary transactions, as identified by the Group. The Adjusted indicators
indicated consist of: Consolidated Adjusted EBITDA, Consolidated Adjusted EBITDA
Margin, Consolidated Adjusted profit (loss) for the year, Adjusted Levered Free Cash Flow
and Net financial debt/Consolidated Adjusted EBITDA. These indicators reflect the main
operating and financial measures adjusted for non-recurring income and expenses that are not
strictly related to the core business and operations and for the effect from the change in
business model for extended warranty services (as more fully described below in the API
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“Consolidated adjusted EBITDA”) and, thus, they make it possible to analyse the Group's
performance in a more standardised manner in the years reported in the annual report.

Main financial and operating indicators?*

Year ended

(Amounts in euro million) 28 February

28 February 2017

2018

Operating indicators
Consolidated revenues 1,873.8 1,660.5
Consolidated Adjusted EBITDA? 68.9 65.4
Consolidated Adjusted EBITDA margin® 3.7% 3.9%
Consolidated profit (loss) for the year 11.0 116
Adjusted Consolidated Profit (Loss) for the year* 39.4 36.3
Indicators from statement of financial position
Net working capital (205.3) (149.7)
Net financial debt (4.5) (2.0)
Net financial debt/Adjusted Consolidated LTM EBITDAS 0.07x 0.03x
Cash flows
Consolidated Adjusted levered free cash flow® 66.7 39.7
Investments for the year (37.3) (27.9)

Year ended
(Amounts in euro million) 28 Febr;g{g 28 February 2017
Operating indicators for the year
Like-for-like growth (as a %)’ (1.9%) 3.3%

1Adjusted indicators are not identified as accounting measures in the IFRS and, thus should not be considered as alternative measures for
assessing the Group’s results. Since the composition of these indicators is not governed by established accounting standards, the calculation
criterion applied by the Group might not be the same as that used by other companies or with any criterion the Group might use or create in
the future, which therefore will not be comparable.

2 Consolidated Adjusted EBITDA is Consolidated EBITDA adjusted (i) for non-recurring expenses/(income) and (ii) the impact from the
adjustment of revenues for extended warranty services net of related estimated future costs to provide the assistance service, as a result of the
change in the business model for directly managed assistance services. See paragraph 7.2 for additional details.

% The Consolidated Adjusted Margin is the ratio of Consolidated Adjusted EBITDA to revenues.

4 The Adjusted Consolidated Profit (Loss) for the year is calculated as the Consolidated Profit (Loss) for the year adjusted by (i) the
adjustments incorporated in the Consolidated Adjusted EBITDA, (ii) the adjustments of the non-recurring financial expenses/(income) and
(iii) the theoretical tax impact of these adjustments.

5 In order to guarantee the comparability of the Net financial debt/Adjusted Consolidated LTM EBITDA indicator the Consolidated Adjusted
EBIDTA figure for the last twelve months was taken into consideration.

Consolidated adjusted levered free cash flow is defined as cash flow generated/absorbed by operating activities net of investment activities
adjusted for non-recurring investments and other non-recurring operating flows and including adjustments for non-recurring expenses
(income) and net of their non-cash component and the related tax impact. See paragraph 7.5 for additional details.



Direct points of sale (number) 225 180

of which Pick Up Points® 214 169
Affiliated points of sale (number) 272 280
of which Pick Up Pointss 181 212
Total area of direct points of sale (in square metres)  about 333,000 about 276,000
Sales density® (Euros per square metre) 4,659 4,630
Full-time-equivalent employees® (number) 4,018 3,395

" Like-for-like growth: method for comparing sales of direct points of sale including click-and-collect sales for the current year, with sales for
the previous year for the same number of points of sale and, thus, in accordance with the criterion of being operational for at least 26 months.
8 Physical pick-up points for customer orders using the online channel.

® This indicator is obtained from the ratio of annual sales generated by direct points of sale to the total area devoted to sales in all direct
points of sale.

10 Average annual number of full-time-equivalent employees.



4. Profile of the Unieuro Group

The Unieuro Group came into existence following the acquisition by Unieuro S.p.A. of the
entire share capital of Monclick S.r.I., consolidated from 1 June 2017.

Unieuro S.p.A. was founded at the end of the 1930s by Vittorio Silvestrini and is now the
largest Italian chain of consumer electronics and appliances by number of points of sale and it
operates as an integrated omnichannel distributor in four major product segments: Grey
(telephone systems, computers and photos), White (large and small appliances), Brown
(consumer electronics and media storage), Other Products (consoles, video games, bicycles),
offering a wide range of services alongside such as delivery and installation, extended
warranties and consumer financing.

Monclick S.r.l. sells 1.T., electronic and telephone system products and appliances online in
Italy through its website www.monclick.it, offering a catalogue with over 70,000 items and
guaranteeing a comprehensive purchasing experience, completed through the home delivery
and installation of the chosen product. It also operates in the segment known as B2B2C,
where the customers are operators which need to purchase electronic products to distribute to
their regular customers or employees to accumulate points or participate in competitions or
incentive plans.

The Group's mission is to accompany customers in all phases of their shopping experience,
placing them at the centre of an integrated ecosystem of products and services with a strategic
approach focusing on accessibility, a local presence and nearness.

The Group adopts an omnichannel approach for this, placing a variety of integrated
purchasing methods at the disposal of customers in order to accommodate increasingly
destructured and personal purchasing processes. In addition to the extensive network of direct
sales outlets (Retail and Travel channels?) and indirect (Wholesale channel) which, as at 28
February 2018, numbered 497 sales outlets including 225 direct and 272 branches, Unieuro
has an online channel operating through the digital platform unieuro.it - which allows
customers to order products and opt for home delivery or collection at a direct sales outlet of
branch — and the e-tailer Monclick. The Group's products are completed by the B2B channel,
targeting professional domestic and foreign customers that operate in industries other than
those where the Group operates, such as banks and hotel chains, including the B2B2C
segment.

Unieuro operates using the same name brand, which was revitalised in 2014 with a new
graphic identity and new positioning and which reached a 99% brand awareness level also
thanks to the unique and memorable pay-off, “Batte. Forte. Sempre”.

11 The Travel sales channel sells products through major public transportation hubs through
direct points of sale.
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Buoyed by a distinctly centralised business model which is a distinctive element in the Italian
scenario, Unieuro S.p.A. has unique headquarters in Forli and a single logistics centre in
Piacenza, at the service of all the sales channels.

The Group has a staff of more than 4,600 employees and consolidated revenues which, in the
year to 28 February 2018, reached €1.9 billion. This has been possible thanks to both the
organic growth, especially in e-commerce and, thanks to the consolidation strategy
undertaken, that led to Unieuro acquiring a total of 41 stores during the year previously
managed by competitors, confirming it as the main omnichannel consolidator of consumer
electronics in Italy.

Since April 2017, Unieuro's shares have been listed on the STAR segment of the Milan Stock
Exchange, with a free punctual float equal to 52% of the Company's share capital.
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5. Strategy and business model

The financial year ended 28 february 2018 saw the strengthening of the Group's Omnichannel
strategy. In this year, the focus was also on the profitable growth of the business, increasing
the market share in product categories supporting market trends and developing the key
importance of customers thanks to the opportunities offered by the Omnichannel approach.

By leveraging its unique assets, the Group is seen as a natural consumer electronics market
consolidator due in part to a process of focusing on strategic priorities, the pillars of which
still are:

- Local presence
- Maximising the customer experience
- Retail mix

a. Local presence

The Group recognises that it is witnessing a structural change in the market and
shopping habits of consumers. In fact, there is a paradigm shift going on in the
market: the Internet enhances customer awareness in terms of product knowledge,
opens new opportunities for streamlining the process of obtaining information and
the shopping process and it is actually changing the relationship between
customers and manufacturers, but also between customers and retailers.

In this changing market environment, being close to customers becomes a
strategic factor in order to ensure better coverage of contact touchpoints.

The purpose of the process of developing a network of direct and indirect points
of sale is to achieve market penetration in areas currently not covered and also to
enhance the brand's image, including through the development of differentiated
formats that promote the aspect of providing local stores.

In this regard - to support its market expansion and consolidation strategy -
continuing the analysis of activities in Italy - in this financial year too new sales
outlets were opened (21 sales outlets purchased from Andreoli S.p.A., in composition
with creditors, operational since 1 July 2017; 1 flagship store in the Euroma2
shopping centre, 19 sales outlets purchased from Gruppo Cerioni S.p.A plus the new
openings in the period in question, totalling 5 retail sales outlets in Bergamo, Novara,
Genoa, Rome Trastevere and, most recently, on 8 December, in Modena).

The Travel segment was also expanded with new openings at the airports of

Capodichino and Orio al Serio as well as the sales outlet located at the Turin Porta
Nuova railway station, which opened at the end of the previous financial year.
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The concept of a local presence, i.e., integration in the digital ecosystem (from
search engines to the major social networks) was also introduced in the online
segment. In addition, the position of the digital channel was strengthened during
the year thanks to the acquisition of Monclick S.r.I..

Unieuro’s widespread physical network has therefore become a fundamental asset
in the omnichannel context, making it effectively possible to offer its customers
the option of ordering products at www.unieuro.it and picking up products at the
closest physical point of sale. During the year, the number of pick-up points
increased by 3.7% from 381 to 395.

A factor facilitating the omnichannel strategy is a flexible, scalable centralised
logistics process as well as the high recognition and popularity of the Unieuro
brand.

The improvement of total awareness and strong leadership in the total recall of
advertising as compared with competitors has made it possible to increase the
intention to buy by one percentage point over the previous year.

b. Maximising the customer experience

In this new market environment, it is essential to maintain the various touchpoints
of interaction with customers to create a competitive advantage based on solutions
aimed at satisfying the needs of consumers who are able to take advantage of the
integration of channels and support it.

A structured process of gathering feedback from customers is used to set the
direction of change and optimise the various touchpoints. Through the
establishment of new customer satisfaction and data analysis metrics, customers
are driving the ongoing improvement process and positioning the company as a
leader in the customer experience in the retail segment.

In this context, the Group has developed a scalable layout of its point of sale that
can be adapted to various available structures (from a nearby store to a megastore)
and that facilitates the path followed by the customer in the store giving him/her
easy access to key products and creating areas to handle products in order to
compare them.

The Unieuro Group’s commitment to spread this efficient and unique layout is
also reflected in the work programme for stores that each year includes the
remodelling and relocation of its points of sale to maintain their popularity.
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During the year, 11 direct and 19 indirect points of sale were also remodelled, and
3 points of sale were relocated to structures that better meet customer needs.

Points of sale have taken on a new role with a high emphasis on testing activities
and they have become a place where the vertical product skills of the sales staff
can be leveraged to provide purchase recommendations.

The process of developing the e-commerce division has in fact leveraged the
concept of a flexible approach to using media and various touchpoints involving
the affirmation of several devices in the process of searching for information and
closing the purchase. The restructuring of the communications strategy involving
the revamped site and the new App (900,000 downloads) made it possible to
optimise sales performance with a growth rate greater than that of the entire
online sector. The user experience tends to emphasize product research and
maximise conversion rate by facilitating the purchase process on a site that had 72
million visitors in the year ended 28 February 2018.

This development process is accompanied by measures aimed at fostering the
digitalisation of stores through plans for the convergence of physical and digital
stores and the implementation of new online communication tools.

The goal is therefore to offer an increasingly personalised purchasing experience,
based on the analysis of customer behaviour and preferences. Specifically, with
the goal of becoming the leader in customer experience in the consumer
electronics segment the Group launched a process of continuous improvement for
the service offered based on listening to customer feedback (Voice of Customer
Project). This made it possible to analyse the insights that emerged to maximise
customer base engagement opportunities segmented according to the journey
(pure digital, smart, multichannel, pure traditional, careful multichannel). The
project included:

» The involvement of 362 stores (both direct and indirect channels)
e The sending of 380,000 emails

e The analysis of data from 34,300 one-off customers who gave their
assessment (an average score of 8.2 out of 10)

« Breakdown of the direct channel overall NPS score!? (40%) per individual
point of sale

12 Net Promoter Score (NPS) is an indicator of customer experience, based on customer
surveys using a single question: "How likely would you recommend Unieuro to a friend or
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» Implementation of corporate and local projects with feedback to improve the
customer experience based on the insights that emerged

The strong trust built with its customer base is reflected in the high number of
members in the UnieuroClub loyalty programme, which has also made it possible
to support the personalisation of the strategy to sign up customers.

c. Retail mix

The Unieuro Group is able to offer its customers a broad range of appliances and
consumer electronics goods and is one of the leading operators with points of sale
in terms of the breadth and completeness of products offered to customers. The
proven experience in buying processes together with a natural market
concentration process also made it possible during the year to enhance
procurement planning procedures, adopt a supplier selection process and
implement the necessary controls to ensure the ongoing verification of product
performance and the service offered. On the one hand, this has made it possible to
strengthen the long-term relationship with vendors, who see the Group as a
reliable strategic partner capable of marketing their products and on the other
hand to:

- continue to optimise product assortment, pricing policies and promotions to
enhance synergies between channels in order to encourage the further
strengthening of the brand including through exclusive agreements with suppliers;

- focus growth on product lines in merchandise categories supporting market
trends allowing for an increase in its share;

- expand the availability of additional services currently offered to customers
(e.g. installation and set-up services, extended warranty services, consumer credit
services and the signing of phone contracts) to increasingly augment customer
satisfaction.

The diversification of the distribution structure and the business model as a function of the
customer base (direct or indirect point of sale, local stores or megastores) is also emphasized
by diversifying assortment. The product range is specialised on the basis of the store
structure; for example, travel points of sale have a greater focus on telephone systems and

colleague? The assumed value of the NPS ranges from -100 (in the case of all customers
being brand detractors) to +100 (in the opposite case, all customers are brand promoters). In
view of its nature, NPS also assumes a predictive value with reference to the future
development of the business.
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accessories. Over the years, Unieuro has been able to select a mix of points of sale suited to
its various customer bases and it will continue to carefully select distribution structures and
from time to time will assess the distribution structure most suitable for specific locations.
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6. Market performance!?

The durable goods market in Italy has undergone a process of profound change in recent
years. The establishment of new buying behaviour and the flexibility of the touchpoints that
customers come into contact with are the main drivers of the change in consumer trends
which, together with the structural fragmentation of operators, are a feature of the sector in
Italy. The success of new promotional forms such as Black Friday have changed the
seasonality of the market, at the expense of performance in December and partly in October.

The structure of players operating in the market allows segmentation into the channels
indicated in the following table.

Mass Large area, Multi-category Retailers; consumer electronics is not necessarily the core business
Merchandiser Hypermarkets; Supermarkets; Multi-category stores; Internet Pure Player
Tech Consumer Electronics|s The Core Business
o : Large format shops (over 800 sqm and with a minimum turnover of 2.5 million Euros)
supﬁl‘stores Predominantly Specialised Chains and Purchasing Groups
Consumer Electronics|s The Core Business
Electrical Small format shops (under 800 sqm and with a turnover of less than 2.5 million Euros)
* Predominantly Specialised Chain or Purchasing Group Affiliates and above all Independent
spec‘aHSt Entrepreneurs
Telecom Consumer electronics is not the core business but specialises in the Telecom category
Retailers They offertelephony products in combination with other services.

Consumer electronics is the core business, specialising in the following segments: IT;

Altri Specialisti Photography; Entertainment
Small format shops often found in city centres

Last year, the Unieuro Group redefined its competitive arena thanks to operations that
reinforced its positioning in the retail market. In the Consumer segment its presence in the
Tech Superstore and the Electrical Specialist channel was strengthened thanks to the opening
of 7 new points of sale and the acquisition of 41 points of sale taken over by Buying Group
(an association of businesses operating under the same banner but independent in
entrepreneurial terms) while in the Online segment thanks to the acquisition of Monclick S.r.I.
the Unieuro Group reinforced its competitive position. The Unieuro Group also operates in
the B2B segment and markets services (warranties, financing, etc.) and products which do not
come under the scope of consumer electronics.

13 The data relating to the market were prepared by the Group management based on analyses
as of 28 February 2018.



The Omnichannel consolidation strategy rewarded the Group which, despite a decline in the
expectations of the sector, achieved a performance that was better than the average market
growth rates in both the online and offline channels. This vision is supported by findings of
older markets in terms of e-commerce penetration in which retailers which also operate via
physical stores have been capable of maintaining market leadership positions by adopting
strategies based on redefining the role of stores. The integration of the physical and online
channels not only supports the purchasing experience but it also empowers the satisfaction of
a growing number of omnichannel customers enabling the integration of added value services.

Specifically, the year ended with a fall of 0.7% in the Consumer market which affected the
performance of the Unieuro Group offline segment which experienced a decrease of 1.9%.
The online segment recorded a slowdown in the growth rate which stood at +10.8% bringing
online penetration to around 13% (+1pp vs LY).

As far as trends relating to individual sectors are concerned, note the slowdown in the growth
of White goods (-0.1%) due mainly to the fall of the average price. This effect is mainly
related to the Large Appliances segment where the bundles which include an appliance as a
gift have raised the number of items handled without, however, being offset in the growth in
value. Home Comfort has made a large contribution to the sector, mainly due to a particularly
hot summer season. The Small Appliances segment on the other hand has remained
essentially unchanged both in terms of volumes and sales. With regard to Brown goods, there
was a decline in the market (-9.1%) related to the lack of disruptive innovation in the world of
TVs where sales are linked to increasingly bigger sets. In the sphere of Grey goods (+1.3%)
Telecom is the main contributor to the growth of the sector absorbing the negative
performance of the IT sector, where the fall was mainly connected to the convergence
between PCs and tablets as well as online competitive pressure. Telephone systems is the
main sector in terms of importance with a trend exceeding 4%. The main producers of
telephone systems, taking advantage of demand for smart phones which has been essentially
inelastic, are focusing increasingly on the launch of top of the range models with a positive
effect on the average market price. Also note the increase in online penetration where a
volume effect was also recorded over the total value of the Telecom market.

In this scenario the Unieuro Group was capable of strengthening its shares in all product and
service lines offered. The Online channel, now close to 10% of consolidated revenues (9.9%)
recorded, taking into account the effects of the acquisition of Monclick S.r.l., revenues of
€185.0 million, up 66.2% compared with €111.3 million in the previous year, a performance
even more significant in the context of the slowdown of the market trend.

The digital platform unieuro.it, relaunched in October 2016, contributed to the growth
generating €40.6 million in incremental revenue within the 12-month period, equal to
+36.5%. The success is ascribed to the continuous expansion of the pick-up point network -
also the result of the acquisition of sales outlets by Unieuro and their relaunch in the
omnichannel - as well as the positive results of the growth strategy in the high-margins
categories, specifically large and small appliances. Added to this is the constant release of
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new functions and improvements to the platform, also aimed at improving the safeguarding of
the important mobile segment, vital for increasing the loyalty of existing customers and
attracting new ones at the same time. The acquisition of Monclick, one of the main Italian
pure players specialised in consumer electronics and appliances, consolidated from 1 June
2017, contributed to consolidated revenues in the channel of €33.1 million.

The over-performance in both sales channels was driven in particular by the White sector*
(+17.0%) and the Brown sector™® (+12.2%). In the latter sector which, despite of the fall in
demand and increase in the competitive pressure of specialists, the Unieuro Group reported
growth totally against the prevailing market trend. Specifically, note the over-performance in
the online segment of all sectors: White®® +54.8%; Brown'® +85.2%, Grey® 61.8%,
Entertainment® +98.5%.

7. Group operating and financial results

7.1.  Consolidated revenues®®

For the year ended 28 February 2018, consolidated revenues totalled €1,873.8 million, a
12.8% increase over the previous year, with an increase of €213.2 million.

7.1.1 Consolidated revenues by channel

(in millions of Euros and as
a percentage of Year ended Changes
consolidated revenues)

28 February 2018 % 28 February 2017 % 2018 vs. 2017 %
Retail 1,327.9 70.9% 1,202.5 72.4% 1254 10.4%
Wholesale 2185 11.7% 227.9 13.7% 9.4) (4.1%)
Online 185.0 9.9% 1113 6.7% 73.7 66.2%
B2B 118.9 6.3% 102.7 6.2% 16.2 15.8%
Travel 23.6 1.3% 16.2 1.0% 7.4 45.7%
Total consolidated 1,873.8 100.0% 1,660.5 100.0% 2133 12.8%

revenues by channel

During the year, the Unieuro Group continued its strategy to develop existing channels by
streamlining and improving the portfolio of direct stores through new openings and

14 The growth figures by category and by individual channel of the Unieuro Group refer to the
Consumer segment only excluding Services and B2B and products outside of the scope of
consumer electronics and also include Travel sales to make them comparable with the market
data which excludes these components.

15 The data relating to the market were prepared by the Group management based on analyses
as of 28 February 2018.
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acquisitions. The positive performance as well as the 7 new openings and the unbridled
organic growth of the online sector (+36.5% excluding the Monclick B2C contribution) was
positively affected by the 3 acquisitions made during the year: Monclick, the 21 former
Andreoli/Euronics stores, the former-Edom/Trony flagship store in the Euroma2 shopping
centre and the 19 former Cerioni/Euronics sales outlets, making a total contribution of €175.4
million.

The Retail channel reported a 10.4% increase in sales mainly as a result of: (i) the reopening
of the 21 sales outlets purchased from Andreoli S.p.A., operational from 1 July 2017; (ii) the
acquisition of the flagship store in the Euroma2 shopping centre, which opened on 20
September 2017; (iii) the gradual reopening, from 16 November 2017 onwards, of the 19
sales outlets bought from Gruppo Cerioni S.p.A. and (iv) the new openings which took place
in the financial year in question, a total of 5 Retail sales outlets in Bergamo, Novara, Genoa,
Rome Trastevere and, most recently, on 8 December, in Modena.

The like-for-like growth of the distribution network or the performance of the stores open for
at least 26 months since the year-end, which include both retail sales and Click & Collect
sales, fell by 1.9%, also as a result of the anticipated impact of the new stores (not coming
under the scope of like-for-like) on the existing network. On the other hand, excluding the
points of sale affected by this from the scope of the analysis because they are adjacent to the
stores acquired or stores which underwent exceptional relaunches (in particular Rome
Muratella, revamped in May 2016), like-for-like sales rose by 0.4%.

The Wholesale channel recorded a decrease in sales (around €9.4 million or 4.1%). The
continued and physiological action of streamlining the network has led to a fall of 8 sales
outlets compared with the 28 February 2017, plus the anticipated impact of the new direct
stores on the Wholesale network. However, taking into consideration the sales developed by
the channel through the pick&pay arrangement, the affiliate network recorded a positive
performance significantly better than the reference market.

The consolidated revenues of the Online channel stand at €185.0 million, growth of 66.2%
compared with €111.3 million in the same period of the previous year. A performance that is
even more significant in the light of the slowdown in the growth trends of the online market
for consumer electronics and appliances in 2017. The digital platform unieuro.it, relaunched
in October 2016, contributed to the growth generating €40.6 million in incremental revenue
within the 12-month period, equal to +36.5%. The success is ascribed, among other things, to
commercial initiatives relating to Black Friday, to the continuous expansion of the pick-up
point network - also the result of the acquisition of sales outlets by Unieuro and their relaunch
in the omnichannel - as well as the positive results of the growth strategy in the high-margins
categories, specifically large and small appliances. Added to this is the constant release of
new functions and improvements to the platform, also aimed at improving the safeguarding of
the important mobile segment, vital for increasing the loyalty of existing customers and
attracting new ones at the same time. The acquisition of Monclick S.r.l., one of the main
Italian pure players specialised in consumer electronics and appliances, consolidated from 1
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June 2017, contributed to consolidated revenues in the channel of €33.1 million.

The B2B channel recorded a strong increase in sales compared with the year ended 28
February 2017, also courtesy of the contribution of the subsidiary Monclick S.r.l.,
consolidated since 1 June 2017. The B2B channel targets professional domestic and foreign
customers that operate in industries other than those where Unieuro operates, such as hotel
chains and banks, as well as operators that need to purchase electronic products to be
distributed to their regular customers or to employees to accumulate points or participate in
prize competitions or incentive plans (B2B2C segment).

Finally, the Travel channel recorded growth of 45.7% for a value of about €7.4 million,
benefiting on the one hand from the new openings at the airports of Capodichino and Orio al
Serio and the point of sale located in the Turin Porta Nuova train station, opened at the end of
the previous financial year.
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7.1.2 Consolidated revenues by category

(in millions of Euros and as a percentage

o)
of consolidated revenues) Year ended % Change

28 er(t):)lr;ary % 28 er(t):)lr?ary % 2\?;8 %
2017
Grey 862.5 46.0% 798.8 48.1% 63.7 8.0%
White 494.3 26.4% 421.9 25.4% 724 17.2%
Brown 348.4 18.6% 301.4 18.1% 47.0 15.6%
Other products 102.8 5.5% 79.9 4.8% 22.9 28.7%
Services 65.8 3.5% 58.6 3.5% 7.2 12.3%
Total consolidated revenues by category 18738 100.0% 1,660.5 100.0% 2133 12.8%

In the financial year ended 28 February 2018, an increase in sales was recorded in every
product category.

The Grey category, namely cameras, video cameras, smart phones, tablets, computers and
laptops, monitors, printers, phone system accessories, as well as all wearable technological
products, saw an increase in consolidated revenues of 8.0% as a result of the good
performance of consumer revenues despite the weakness of the IT market.

The White category, composed of large appliances (MDA) such as washing machines, tumble
driers, refrigerators or freezers and ovens, small appliances (SDA) such as vacuum cleaners,
kettles, coffee machines as well as the climate control segment, recorded a 17.2% increase in
consolidated revenues thanks to the success of the strategy of focusing on high-margin
categories promoted by the Unieuro Group, the expansion of the product range, as well as the
good performance of washing machines, tumble driers and refrigerators. Specifically, in Italy
the tumble drier and dishwasher segments were still under-penetrated and therefore the Group
has been taking significant commercial measures.

The Brown category, including televisions and accessories, devices for smart TVs and car
accessories, as well as memory systems such as CDs/DVDs or USB memory sticks, recorded
an increase in consolidated revenues of 15.6%. The category benefited from the increasing
success of high-end televisions, particularly Ultra HD and OLED, as well as the positive
contribution by the Monclick B2B2C sales sector.

The Other products category recorded an increase in consolidated revenues of 28.7%; this
group includes both the sales of the entertainment sector and other products not included in
the consumer electronics market such as e-mobility. The performance was driven by the
strong growth in the personal mobility segment, hover boards in particular and by sales of
video game consoles.

The Services category recorded growth of 12.3% in consolidated revenues thanks to the
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Group's continued focus on the provision of services to its customers, specifically extended
warranties.

7.2. Consolidated operating profit

The income statement tables presented below in this Directors’ Report on operations were
reclassified using presentation methods that management deemed useful for reporting the
operating profit performance of the Unieuro Group during the year. To more fully report the
cost and revenue items indicated, the following were reclassified in this income statement by
their nature: (i) non-recurring expenses/(income) and (ii) the impact from the adjustment of
revenues for extended warranty services net of related estimated future costs to provide the
assistance service, because of the change in the business model for directly managed
assistance services.

Year ended Changes

28 February 2018 28 February 2017
(in millions and as a Adjuste Ad.USt
percentage of consolidated d J Adjusted Adjustmen 2021081\7/5 %
revenues) amounts % MenNtsSs  amounts % ts
Consolidated revenues 18738 1,660.5 2133 12.8%
Consolidated sales revenues 18738 1,660.5 2133 12.8%
Purchase of goods and Change ; 456 4y (77.705) 28  (1,289.2) (77.6%) 11 (167.3)  13.0%
in inventories
Lease and rental expense (63.4) (3.4%) 07 (57.5) (3.5%) 08 (5.9) 10.3%
Marketing costs (48.2) (2.6%) 22 (48.7) (2.9%) 3.0 05 (1.0%)
Logistics costs (41.5) (2.2%) 13 (32.5) (2.0%) 0.0 (9.1) 27.9%
Other costs (50.5) (2.7%) 73 (43.8) (2.6%) 10.3 (6.7) 15.2%
Personnel expenses (150.4) (8.0%) 5.9 (131.9) (7.9%) 47 (18.5) 14.0%
Other operating income and 2.5) (0.1%) ©0.3) (1.3) (0.1%) 2.3) (1L1) 845%

costs

16 The item “Adjustments” includes both non-recurring income/(expenses) and the adjustment
for the change in the business model for warranties, which was posted in the item “Change in
business model for directly managed assistance services.” Thus, the adjustment is aimed at
reflecting, for each year concerned, the estimated profit from the sale of extended warranty
services already sold (and collected) starting with the change in the business model, as if
Unieuro had always operated using the current business model. Specifically, the estimate of
the profit was reflected in revenues, which were held in suspense in deferred income, to be
deferred until those years in which the conditions for their recognition are met, net of future
costs for performing the extended warranty service, which were projected by the Group on the
basis of historical information on the nature, frequency and cost of assistance work.
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Revenues  from  extended

warranty services net of related

estimated future costs to (17.6%
provide the assistance service - 8.0 0.4% 8.0 9.7 0.6% 9.7 1.7) '
change in the business model

for directly managed assistance

services

Consolidated Adjusted

0, 0, 0,
EBITDA 68.9 3.7% 27.9 65.4 3.9% 27.3 35 54%

Consolidated Adjusted EBITDA during the financial year 2018 increased by 5.4%, equal to
€3.5 million, standing at €68.9 million.

During the period costs for the purchase of goods and changes in inventories increased by
€167.3 million. The impact on consolidated revenues stood at 77.7% (77.6% in the period
ended 28 February 2017).

Costs for rental and leases rose by €5.9 million (around 10.3%) as a result of: (i) taking over
the rental agreements of 21 sales outlets belonging to the Andreoli S.p.A. business unit from
July 2017; (i) taking over the rental agreements of 19 sales outlets belonging to the Cerioni
S.p.A. business unit from November 2017, (iii) taking over the rental agreement of the
flagship store in the Euroma2 shopping centre from 20 September 2017 and (iv) new sales
outlet openings during the financial year. The cost of like-for-like rentals, on the other hand,
is down compared with the previous year.

Marketing costs fell by 1.0% compared with 28 February 2017. Marketing and advertising
were structured and planned to direct potential customers to physical points of sale and to the
Online channel. There was a fall in traditional marketing activities in the year ended 28
February 2018, partly offset by the increase in digital marketing activities.

Logistics costs increased by around €9.1 million mainly attributable to the increase in
volumes sold and the increasing weight of home deliveries related to online orders.

Other costs rose by €6.7 million compared with the previous year ended 28 February 2017
with the trend attributable to: (i) the increase in the cost of insurance, particularly following
the catastrophic events due to the fire at the Oderzo point of sale which took place on 25
February 2017 and the theft at the Piacenza warehouse which took place in August 2017 with
a new insurance contract signed with a new pool of insurers which led to an increase in the
premium and (ii) the increase recorded in support activities for listed companies. The effect of
that item on consolidated revenues is substantially unchanged, equal to 2.7% as at 28
February 2018 (2.6% as at 28 February 2017).

Personnel costs show an increase of €18.5 million, mainly attributable to: (i) the acquisition of
Monclick S.r.l. and the acquisition of the business units from Andreoli S.p.A., Cerioni S.p.A.
and the Euromaz2 flagship store, (ii) the increase in employees following the opening of 7 new
stores, (iii) the adaptation of the central structure to meet stock exchange requirements and the
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reinforcement of several strategic functions and (iv) the adaptation of the existing
employment contract which was renewed on 30 March 2015 which included, among other
things, a contractual increase valid from 1 August 2017.

Other operating income and costs rose by €1.1 million. The increase was mainly due to the
rise in non-income-based taxes as a result of the increase recorded in the number of points of
sale and the impairment of receivables whose recovery was deemed doubtful.

Below is a reconciliation between the Consolidated Operating Profit reported in the
Consolidated Financial Statements and the Consolidated Adjusted EBITDA.

- Year ended Changes
(In millions of Euros and as a percentage - -
of revenues) 28 February o 28 February o 2018 vs. o
2018 o 2017 o 2017 o
Consolidated Operating Profit 19.3 1.0% 20.1 1.2% (0.8) (4.2%)
g):@;esuanon, amortisation and  write- 21.7 1.2% 18.0 1.1% 38 21.0%
Non-recurring expenses /(income) 19.9 1.1% 17.6 1.1% 23 13.2%

Revenues from extended warranty services

net of related estimated future costs to

provide the assistance service - change in 8.0 0.4% 9.7 0.6% 1.7) (17.6%)
the business model for directly managed

assistance services'’

7 The adjustment was for the deferral of extended warranty service revenues already collected, net of the related
estimated future costs to provide the assistance service. From the year ended 29 February 2012, for White products sold
by Unieuro and from the year ended 28 February 2015 for all extended warranty services sold by Unieuro S.r.l.
(hereinafter the “Former Unieuro™) (excluding telephone systems and peripherals) and from the financial year ended
February 28, 2018 for all extension of warranty services sold by point of sales acquired from the Andreoli S.p.A. and
Cerioni S.p.A., Unieuro changed its business model for the management of extended warranty services, in-sourcing the
management of the services sold by the Former Unieuro and by Unieuro which were previously outsourced to third
parties and extended the internalised model for the management of warranty extension services for services sold by the
points of sale acquired during the year ended February 28, 2018 from the Andreoli S.p.A. and Cerioni S.p.A. (the
“Change in Business Model”). As a result of the Change in Business Model, at the time of sale of extended warranty
services, Unieuro suspends the revenue by creating a deferred income item in order to recognise the revenue over the life
of the contractual obligation, which starts on the expiration of the two-year legally required warranty. Thus, Unieuro
begins to gradually record revenues from sales of extended warranty services two years (term of the legally required
product warranty) after the execution of the related agreements and after the collection of compensation, which is
generally concurrent. Thus, the revenue is recorded on a pro rata basis over the life of the contractual obligation
(historically, depending on the product concerned, for a period of one to four years).

As a result of this Change in Business Model, the income statements do not fully reflect the revenues and profit of the
business described in this note. In fact, the income statements for the years ended 28 February 2018 and 28 February
2017 only partially report revenues from sales generated starting with the Change in Business Model because Unieuro
will gradually record sales revenues from extended warranty services (already collected by it) starting at the end of the
legally required two-year warranty period.

Thus, the adjustment is aimed at reflecting, for each year concerned, the estimated profit from the sale of extended
warranty services already sold (and collected) starting with the Change in Business Model as if Unieuro had always
operated using the current business model. Specifically, the estimate of the profit was reflected in revenues, which were
held in suspense in deferred income, to be deferred until those years in which the conditions for their recognition are met,
net of future costs for performing the extended warranty service, which were projected by Unieuro on the basis of
historical information on the nature, frequency and cost of assistance work.



Consolidated Adjusted EBITDA® 68.9 3.7% 65.4 3.9% 3.5 5.4%

Non-recurring charges/(income) increased in the financial statements as at 28 February 2018
by €2.3 million. This is mainly because of the costs incurred in: (i) the acquisition of the new
sales outlets included in the Andreoli S.p.A. and Cerioni S.p.A. business units, (ii) the
acquisition of the flagship store in the Euroma2 shopping centre, (iii) the business
combination of "Monclick and (iv) expenses for exceptional accidental events partly offset by
the fall in costs incurred for listing on the STAR segment of the Mercato Telematico
Azionario run by Borsa Italiana S.p.A.

Finally, the adjustment due to the change in business model for directly managed services was
down by €1.7 million compared to 28 February 2017.

7.3. Non-recurring income and expenses

Year ended changes
(In millions of Euros) 28 Fem;g{g 28 Fem;gg 20\}3 %
2017

Mergers&Acquisitions 10.0 - 10.0 100.0%
Costs for pre-opening, relocating and closing points of sale®® 35 3.3 0.2 4.8%
Costs incurred for the listing process 2.8 6.1 (3.3) (54.8%)
Exceptional accidental events 1.9 1.1 0.8 76.2%
Other non-recurring expenses 1.0 0.2 0.8 412.5%
Costs for the Call Option Agreement 0.7 3.8 (3.1) (81.4%)
Implementation and launch of the new website - 11 (1.1) (100%)
Corporate management activity supplied by Rhone Capital - 1.0 (1.0)  (100%)
Rebranding costs - 0.6 (0.6)  (100%)
Eg:;)cgfgt(;ystrﬁgfurereorgan|sat|0n of the organisational and ) 05 (0.5)  (100%)
Integration of the Former Unieuro - 0.2) 0.1 (100%)

Total 19.9 17.6 23 13.2%

Non-recurring expenses and income recorded in the year rose by €2.3 million. This growth is
mainly attributable to Mergers&Acquisitions activity and exceptional accidental events which

18 See note in the section “Main financial and operating indicators”.

¥The costs for “pre-opening, relocating and closing points of sale” include lease, security and
travel expenses for maintenance and marketing work incurred as a part of i) remodelling work
for downsizing and relocating points of sale of the Former Unieuro, ii) opening points of sale
(during the months immediately preceding and following the opening) and iii) closing points
of sale.



amount to €11.9 million in total. Excluding these effects, non-recurring expenses and income
in the period fell by €8.0 million.

The main item in non-recurring expenses and income relates to the costs incurred for the
process of acquiring the business units Andreoli S.p.A. and Cerioni S.p.A., the flagship store
in the Euroma2 shopping centre and the company Monclick S.r.l.. These costs of €10.0
million were reclassified under Mergers&Acquisitions and mainly relate to rental costs and
personnel expenses for points of sale incurred from the date of the completion of the
acquisition to the date of the opening to the public, greater costs for education and training of
employees at points of sale and, lastly, consulting costs and other minor costs incurred for the
completion of the acquisition transactions.

Costs for the pre-opening, repositioning and closure of points of sale of €3.5 million in the
year ended 28 February 2018 (€3.3 million in the year ended 28 February 2017) are
essentially in line with the previous period, despite the greater number of openings that took
place. This item includes: rental, personnel, security, travel and transfer costs, for
maintenance and marketing operations incurred as part of: i) store openings (in the months
immediately preceding and following the opening of the same) and (ii) store closures.

The costs for listing on the STAR Segment of the Mercato Telematico Azionario managed by
Borsa Italiana S.p.A. which concluded on 4 April 2017, were €2.8 million.

Costs for exceptional accidental events of €1.9 million refer to: (i) the theft that occurred in
August 2017 at the central warehouse of Unieuro S.p.A. located in Piacenza for €2.7 million.
Note that Unieuro asked the insurance companies to compensate them for the damage
suffered, but this compensation has not yet been received at the date of these Financial
Statements and (ii) insurance compensation of €0.8 million, received with regard to the fire
that took place on 25 February 2017 at the Oderzo (TV) store.

Costs for Call Option Agreements of €0.7 million break down into costs for the share-based
payment plan for certain managers and employees, which ended in the first quarter of the year
following the positive outcome of the listing project.

7.4. Net income

Below is a restated income statement including items from the Consolidated Adjusted
EBITDA to the consolidated adjusted profit (loss) for the year.

Year ended Changes
(In millions of Euros and as a percentage of 28 February 28 February o
consolidated revenues) 2018 % 2017 % 2018 vs. 2017 /o
Consolidated Adjusted EBITDA 68.9 3.7% 654 3.9% 35 5.4%
ﬁr;;(;gtlsatlon, depreciation and impairment @17) (1.2%) (18.0) (11%) (3.8) 21.0%
Financial income and expenses (7.6) (0.4%) (5.9) (0.4%) (1.8) 30.1%
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Non-recurring financial expenses /(income) 31 0.2% - 0.0% 3.1 100.0%

Income taxes 0.7) 0.0% (2.7) (0.2%) 2.0 (73.9%)

Theoretical tax impact from taxes on non-
recurring expenses/(income), non-recurring

0, 0, 0,
financial expenses/(income) and the change (26) (0.1%) (2.6) (0.2%) 0.0 0.4%
in business model?
Consolidated Adjusted Profit (Loss) for 394 21% 363 22% 31 8.5%

the Year?!

Amortisation, depreciation and write-downs of fixed assets as at 28 February 2018 amounted
to €21.7 million (€18.0 million as at 28 February 2017). The increase relates to the
progressive increase in investments made in recent years also related to new acquisitions.

Net financial expenses as at 28 February 2018 totalled €7.6 million (net financial expenses of
€5.9 million as at 28 February 2017). The rise compared with the previous year is due to the
repayment of the existing loans as a result of the signing, on 22 December 2017, of new lines
of credit totalling €190 million from a syndicate of banks including Intesa Sanpaolo S.p.A.,
Banco BPM S.p.A. and Gruppo Credit Agricole, with Banca IMI S.p.A. acting as the agent.
The cancellation of the residual debt from the statement of financial position involved the
transfer to the income statement of the related amortised cost of €3.1 million.

Non-recurring expenses/(income) include, as indicated above, €3.1 million relating to the cost
of the transfer to the income statement of the amortised cost of existing loans as a result of the
agreement of new lines of credit.

Income taxes for the consolidated year ended 28 February 2018 totalled €0.7 million (€2.7
million in the year ended 28 February 2017). The decrease is due to the recording of deferred
tax income on tax losses of €3.1 million and the release of the tax provision.

The Adjusted Consolidated Profit/(Loss) for the Year was €39.4 million (€36.3 million in the
year ended 28 February 2017), with an impact of 2.1% on consolidated revenues (2.2% in the
year ended 28 February 2017), the increase in the Adjusted Consolidated Profit/(Loss) for the
Year was due to the positive performance of operations, the improvement in financial
management and the reduction in the tax burden compared with the same period of the
previous year.

Note that IRES tax losses from the estimated taxes for the year and still available as at 28
February 2018 for Unieuro are €399.2 million (tax losses as at 28 February 2018 stood at
€408.9 million) while for Monclick they are €6.3 million. These tax losses guarantee a

2ONo taxes were paid in the year ended 28 February 2018 since they were offset by credits for

advance payments made in previous years. The theoretical rate deemed appropriate by management was 8.7%
as at 28 February 2018 and 9.4% as at 28 February 2017, which, respectively, incorporates IRES at 4.8% and 5.5% (obtained
by reducing taxable IRES income by 80% due to the ability to use past tax losses) and IRAP at 3.9%.

21 See note in the section “Main financial and operating indicators”.
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substantial benefit in the payment of taxes in future years.

Below is a reconciliation between the adjusted consolidated net profit (loss) for the year and
the consolidated net profit (loss) for the year.

Year ended Changes
(In millions of Euros and as a percentage of 28 February % 28 February % 2018 vs. %
consolidated revenues) 2018 2017 2017
Adjusted consolidated profit (loss) for the year 394 21% 363 2.2% 3.1 8.5%
Non-recurring expenses/income (19.9) (1.1%) (17.6) (1.1%) (2.3) 13.2%
Revenues from extended warranty services net of
related estimated future costs to provide the o 0 0
assistance service - change in the business model (8.0) (0.4%) (9.7) (0.6%) 17 (17.6%)
for directly managed assistance services
Non-recurring financial expenses /(income) (3.1) (0.2%) - 0.0% (3.1) 100.0%
Theoretical tax impact from taxes on non-recurring
expenses/(income) and the change in business 26 0.1% 26 0.2% 0.0 0.4%
model
)(/:e(;r;sztz)lldated Profit (Loss) for the 110 0.6% 116 07% 08 (54%)

7.5. Cash flows

7.5.1.Consolidated Adjusted Levered Free Cash Flow 23

The Group considers the Consolidated Adjusted Levered Free Cash Flow to be the most
appropriate indicator to measure cash generation during the year. The composition of the
indicator is provided in the table below.

A i il Year ended Changes
(Amounts in euro million) 28 Febrgg{g 78 Febr;gg 2018 ve. 2017 %
Consolidated Operating Profit 41.0 38.1 2.9 7.6%
Cash flow generated /(absorbed) by operating activities?* 46.0 19.6 26.4  1343%
Taxes paid - - - 0.0%
Interest paid (8.8) 4.9 (3.9 79.0%

22No taxes were paid in the year ended 28 February 2018 since they were offset by credits for

advance payments made in previous years. The theoretical rate deemed appropriate by management was 8.7%
as at 28 February 2018 and 9.4% as at 28 February 2017, which, respectively, incorporates IRES at 4.8% and 5.5% (obtained
by reducing taxable IRES income by 80% due to the ability to use past tax losses) and IRAP at 3.9%.

23 See note in the section “Main financial and operating indicators”.

2"The item “Cash flow generated/(absorbed) by operating activities” refers to cash
generated/(absorbed) by the change in working capital and other non-current balance sheet
items such as other assets, other liabilities and risk provisions.



Other changes 14 3.7 (2.3) (62.9%)

Consolidated Net cash flow from (used in) operating activities® 79.6 56.5 23.0 40.7%
Investments (37.3) (27.9) (9.4) 33.6%
Investments for business combinations and business units (14.5) 0.0 (145)  100.0%
Net cash inflow from acquisition 0.2 0.0 0.2  100.0%
Adjustment for non-recurring investments (M&A) 25.8 0.0 258  100.0%
Non-recurring expenses /(income) 19.9 17.6 23 13.2%
gdg:r?;?s%tncog;) non-cash components of non-recurring (15) (5.4) 39 (72.0%)
Other non-recurring operating cash flows (4.0) 0.0 (4.0) 100.0%
Theoretical tax impact of the above entries®® (1.6) (1) (05)  456%
Consolidated Adjusted levered free cash flow 66.7 39.7 26.9 67.8%

The Consolidated net cash flow generated/(absorbed) by operating activities was a positive
figure of €79.6 million (a positive figure of €56.5 million in the year ended 28 February
2017). The improvement compared with the previous year is linked to the Group's improved
Net Working Capital management and is mainly attributable to the generation in the period of
cash flows from the change in trade payables of €45.9 million and trade receivables of €18.8
million mitigated by the negative effect of the change in inventories of €36.0 million and the
change in other operating assets and liabilities of €2.3 million.

Specifically, the positive performance of the Group's Net Working Capital is associated, with
reference to trade payables, to: (i) promotions in February which involved product categories
with improved payment conditions compared with those of the previous year and (ii) an
increase in the number of sales outlets as a result of the acquisition of the Andreoli S.p.A. and
Cerioni S.p.A. business units, the Monclick company and the flagship store in the Euroma2
shopping centre and the new openings during the year which had a positive impact on the
development of trade payables more than offsetting the increase in inventories. As far as trade
receivables are concerned, the change is mainly related to the collection of receivables for the
Monclick B2B sector which offset the increase in Unieuro trade receivables.

The investing activity in the year was particularly significant and totalled €37.3 million (€27.9
million as at 28 February 2017). The relaunching of the stores acquired in the period had a
weighting of €12.1 million and refers to the costs for rebuilding and refurbishing the stores.
Other investments refer to: (i) operations for the development of the network of direct stores

2The item “Net cash flow from (used in) operating activities” refers to cash generated by
operating activities in a broad sense net of outlays for interest and taxes and adjusted for non-
cash effects of balance sheet changes included in the item “Cash flow generated/(used) by
operating activities.”

26 No taxes were paid in the year ended 28 February 2018 since they were offset by credits for

advance payments made in previous years. The theoretical rate deemed appropriate by management was 8.7%
as at 28 February 2018 and 9.4% as at 28 February 2017, which, respectively, incorporates IRES at 4.8% and 5.5% (obtained
by reducing taxable IRES income by 80% due to the ability to use past tax losses) and IRAP at 3.9%.
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and the refurbishment of existing network stores and (ii) costs incurred to purchase new
software and licences and for the development of existing applications.

Investments for business combinations and business units for €14.5 million relate to the
amount paid of the purchase price of the Monclick of €3.5 million and the business units of
Andreoli S.p.A. for €9.4 million and Cerioni S.p.A. for €1.6 million. The part not yet paid for
the acquisitions is €11.2 million and refers for €6.3 million to Monclick and the remainder to
Cerioni and is guaranteed by bank sureties issued.

The net cash contribution from acquisition equal to €0.2 million refers to the remnants in the
current accounts of Monclick on the date of the first consolidation net of the financial
liabilities acquired.

The non-recurring investment adjustment, equal to €25.8 million, represents the outgoing cash
flow associated with: (i) the acquisition of Monclick, (ii) the acquisition of the Andreoli
S.p.A. and Cerioni S.p.A. business units for €14.5 million and the cash flow associated with
what was already paid for investments in tangible and intangible fixed assets incurred for the
relaunching of the sales outlets acquired (including the opening of Euroma2) for €11.3
million.

The adjustment for the non-monetary components of non-recurring expenses/(income) of €1.5
million is composed mainly for €0.8 million of costs which have not yet been shown
financially as at 28 February 2018 and for €0.7 million they refer to the cost of the Call
Option Agreement for some managers and employees.

The other non-recurring operating cash flows of €4.0 million refer to the collection of the
receivable from the tax consolidation with Italian Electronics Holdings, which took place
following the break in the consolidation scheme relating to amounts generated in previous
years which could not be repeated in the future. On 6 September 2017, Italian Electronics
Holdings sold some Unieuro shares on the market thereby losing control over Unieuro while
maintaining ex art. 93 TUF control.

Below are the main changes recorded in the Group's net financial debt during the years ending
28 February 2018 and 28 February 2017:

Year ended Changes
(In millions of Euros) 28 February 2018 28 February 2017 20130\157' %
Consolidated Operating Profit 41.0 38.1 29 7.7%
Cash flow generated /(absorbed) by operating activities 46.0 19.6 26.4 134.3%
Taxes paid 0.0 0.0 0.0
Interest paid (8.8) 4.9 (3.9 79.0%
Other changes 14 3.7 (2.3) (62.9%)
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Net cash flow from (used in) operating activities 79.6 56.5 23.1 40.8%
Investments (37.3) (27.9) (9.4) 33.6%
Other cash flow generated by investment activities 0.0 0.1 0.1) (100.0%)
Investments for business combinations and business units (14.5) 0.0 (14.5) 100.0%
Cash contribution from merger 0.2 0.0 0.2 100.0%
Distribution of dividends (20.0) (3.9) (16.1) 415.5%
Payables from the acquisition of Monclick and business units (11.6) 0.0 (11.6) 100.0%
Other changes 1.0 (0.8) 1.8 (225.5%)
Change in net financial debt (2.5) 24.0 (26.6) (110.5%0)

8. Statement of financial position

Below is a detailed breakdown of the Group’s net working capital and net invested capital as
at 28 February 2018 and as at 28 February 2017:

(Amounts in euro million)

Year ended

28 February 2018

28 February 2017

Trade receivables 39.6 35.2
Inventories 3135 269.6
Trade payables (4141.54) (334.5)
Net operating working capital (58.4) (29.8)
Other working capital items (147.0) (119.9)
Net working capital (205.3) (149.7)
Non-current assets 132.3 104.2
Goodwill 174.7 151.4
Non-current liabilities (20.0) (19.0)
Net invested capital 81.7 86.9
Net financial debt (4.5) (2.0)
Shareholders' equity (77.2) (85.0)
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Total shareholders’ equity and financial liabilities (81.7) (86.9)

The Group's Net Operating Working Capital as at 28 February 2018 was negative by €58.4
million (negative by €29.8 million as at 28 February 2017). The performance for the year of
the Group's Net Operating Working Capital is attributable to: (i) promotions in February
which involved product categories with improved payment conditions compared with those of
the previous year and (ii) an increase in the number of stores as a result of the acquisition of
the Andreoli S.p.A. and Cerioni S.p.A. business units, the acquisition of the Monclick
company and the flagship store in the Euroma2 shopping centre and the new openings during
the year which involved an increase in the value of trade payables which was higher than that
of inventories.

The Group's Net Working Capital was negative by € 205.3 million as at 28 February 2018
(negative by € 149.7 million as at 28 February 2017). The decrease is due to the reduction in
the Group's Net Operating Working Capital of € 28.6 million, and to the increase in other
current liabilities mainly due to the increase in deferred income for warranty extension
services.

The Net Invested Capital of the Group amounts to €81.7 million as at 28 February 2018, a fall
of €5.2 million compared with 28 February 2017. The decrease is mainly attributable to: (i)
the reduction in the Group's Net Working Capital of €55.6 million, (ii) the recording of the
goodwill and assets from the business combination of Andreoli, Cerioni and Monclick for
€35.1 million, (iii) the recording of the intangible assets resulting from the accounting of the
taking over of the Euromaz2 rental agreement for €3.0 million and (iv) net investments mainly
for relaunching of the stores acquired in the year, for the development of the direct stores
network and the costs incurred for buying new software and licences and for developing
existing applications for €12.5 million.

It should be noted that, at the time of acquisition, the Group availed itself of the right
provided under (revised ) IFRS 3 to carry out a provisional allocation of the cost of the
business combination at the fair value of the assets, liabilities and contingent liabilities (of the
acquired business). If new information obtained during one year from the acquisition date,
relating to facts and circumstances existing at the acquisition date, leads to adjusting the
amounts indicated or any other fund existing at the acquisition date, accounting for the
acquisition will be revised. No significant changes are expected in relation to the existing
accounts.

Shareholders' equity amounts to €77.2 million (€85.0 million as at 28 February 2017), with
the decrease mainly caused by: (i) the distribution of a dividend on €20.0 million, as approved
on 20 June 2017 by the Unieuro Shareholders' Meeting, (ii) the recording of a profit for the
year of €11.0 million and other components of the income statement negative by €0.1 million
and (iii) the recording in the reserve of share-based payments of €1.4 million which refer to
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the Long-Term Incentive Plan?’ for some managers and employees from 29 June 2017 the
grant date of the options to the recipients of the plan, a payable relating to the monetary bonus
provided for in the Long Term Incentive Plan regulation for € 0.7 million and recognition of
the reserve for share-based payments and €0.7 million relating to the Call Option Agreement
concluded following listing on the STAR segment of the Mercato Telematico Azionario run
by Borsa Italiana which took place on 4 April 2017.

Below is a detailed breakdown of the Group's net financial debt as at 28 February 2018 and
28 February 2017 in accordance with Consob Communication 6064293 of 28 July 2006 and
in compliance with ESMA Recommendations 2013/319:

Year ended Changes
(Amounts n euro million) 28 February 2018 28 Febnz‘gg 2018 vs. 2017 %
(A) Cash 61.4 36.7 247 67.5%
(B) Other liquid assets
(C) Securities held for trading
(D) Liquidity (A)+(B)+(C) 61.4 36.7 24.7 67.5%
- of which is subject to a pledge 0.0 0.7 0.7)  (100.0%)
(E) Current financial receivables
(F) Current bank payables 0.2) 0.0 0.2) 100.0%
(G) Current part of non-current debt (6.9) (6.0) (0.9) (15.0%)
(H) Other current financial payables (6.3) (2.49) (3.8) 158.7%
(1) Current financial debt (F)+(G)+(H) (13.2) (8.4) (4.8) 57.3%
- of which is secured 0.0 (6.8) 6.8  (100.0%)
- of which is unsecured (13.2) 1.7 (11.5) 677.54%
(J) Net current financial position (1)+(E)+(D) 48.2 28.3 19.9 70.5%
(K) Non-current bank payables (40.5) (25.8) (14.7) 57.1%

(L) Issued bonds

2'On 6 February 2017, the Extraordinary Shareholders- Meeting of Unieuro approved the
adoption of a stock option plan (“Long-Term Incentive Plan”, “LTIP”) reserved for Executive
Directors, associates and employees (executives and others) of Unieuro (the “Recipients”).
The Long-Term Incentive Plan calls for assigning ordinary shares derived from a capital
increase with no option rights pursuant to Article 2441, paragraphs 5 and 8 of the Italian Civil
Code approved by Unieuro’s Shareholders’ Meeting on the same date. On 29 June 2017, the
Board of Directors approved the plan regulations (“Regulations”) whereby the terms and
conditions of implementation of the Long-Term Incentive Plan were determined. The
conclusion and subsequent acceptance of the Long-Term Incentive Plan by the Recipients
took place in October 2017 and was effective from 29 June 2017.
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(M) Other non-current financial payables (12.2) (4.9 (7.8) 175.5%

(N) Non-current financial debt (K)+(L)+(M) (52.7) (30.2) (22.5) 74.4%
- of which is secured 0.0 (26.8) 26.8  (100.0%)
- of which is unsecured (52.7) (3.4) (49.3) 1,450.4%
(O) Net financial debt (J)+(N) (4.5) (2.0 (2.5) 125.8%

Net financial indebtedness increased by €2.5 million compared with 28 February 2017,
mainly as a result of the combined effect of: (i) the positive net cash flow generated by
operating activities of €79.6 million, (ii) investments of €37.3 million made mainly for the
development of the network of direct stores, acquisitions, several important interventions on
the network of existing stores and the purchase of software and licences, (iii) the distribution
of dividends of €20.0 million, (iv) investments for business combinations and business units
of €14.5 million excluding the cash acquired during the business combination and related
payables to personnel, (v) the recording of financial payables resulting from the acquisition of
Monclick and Cerioni S.p.A. of €11.6 million.

Gross financial debt totalled €65.9 million, of which €52.7 million was medium and long term
and €13.2 million was short term.

Note that, on 22 December 2017, Unieuro took out new lines of credit totalling €190.0 million
from a syndicate of banks including Intesa Sanpaolo S.p.A., Banco BPM S.p.A. and Gruppo
Creédit Agricole, with Banca IMI S.p.A. acting as the agent.

The transaction consisted of three distinct lines of credit, aimed, among other things, at
providing Unieuro with additional resources to support future growth through acquisitions
and opening new points of sale. Existing loans were repaid in full in January 2018.

The new lines, including a €100.0 million amortizing term loan and €90.0 million in
revolving facilities, are at significantly better conditions compared with the previous loans,
particularly with regard to (i) a reduction in the interest rate; (ii) the extension of the duration
by five years; (iii) greater operational flexibility related to the reduction in the number of
funding institutions, covenants and contractual restraints; as well as (iv) the removal of
collateral in favour of the lending banks.

- 43-



9. Performance of Unieuro

The Unieuro S.P.A. reclassified Income Statement as at 28 February 2018 is illustrated
below:

Year ended Change

(In millions of Euros and as a percentage of 28 febprai 2018
revenues i 0 ebbraio 9 Vs 9

) 28 febbraio 2018 % 2017 % 2017 %
Revenue 1,835.5 1,660.5 175.0 10.5%
Gross Operating Profit 44.3 2.4% 38.1 2.3% 6.3 16.5%
Non-recurring expenses /(income) 19.6 1.1% 17.6 1.1% 2.0 11.2%
Revenues from extended warranty services net of
rela}ted estlmaFed future c_osts to ;_Jrowde the 8.0 0.4% 97 0.6% @n (17.6%)
assistance service - change in the business model
for directly managed assistance services
Adjusted EBITDA 71.9 3.9% 65.4 3.9% 6.5 10.0%
Depreciation, amortisation and write-downs ©1.3) (L.5%) (18.0) (1.1%) ©.4) 52.3%
Financial income and expenses (7.6) (0.4%) .9 (0.4%) 18 30.0%
Non recurring depreciation, amortisation and
write-downs 6.3 0.3% - - 6.3 100.0%
Non-recurring financial expenses /(income) 31 0.2% - - 31 100.0%
Income taxes 0.9) (0.0%) 27 (0.2%) 1.8 (67.8%)
Effetto fiscale teorico delle imposte per
oneri/(proventi) non ricorrenti oneri/(proventi)
finanziari non ricorrenti e cambiamento del
modello di business (3.1 (0.2%) (2.6) (0.2%) (0.5) 20.5%
Adjusted Profit (Loss) for the Year 42.4 2.3% 36.3 2.2% 6.1 16.7%
Non-recurring  expenses /(income) , non-
recurring financial expenses /(income), non-
recurring depreciation, amortisation and write-
downs (29.0) (1.6%) (17.6) (1.1%) (11.4) 64.7%

Revenues from extended warranty services net of
related estimated future costs to provide the
assistance service - change in the business model
for directly managed assistance services (8.0) (0.4%) 9.7) (0.6%) 1.7 (17.6%)
Theoretical tax impact from taxes on non-
recurring  expenses/(income),  non-recurring
financial expenses/(income), non recurring
depreciation, amortisation and write-downs and
the change in business model, 3.1 0.2% 2.6 0.2% 0.5 20.5%

Profit (Loss) for the Year 8.5 0.5% 11.6 0.7% (3.1) (26.5%)

Unieuro's revenues for the year ended 28 February 2018 amounted to € 1,835.5 million, up
10.5% compared to € 1,660.5 million for the year ended 28 February 2017. In addition to the
7 new openings and growth of the online channel, the performance was positively influenced
by the 3 acquisitions made during the year, the 21 former Andreoli/Euronics stores, the
former Edom/Trony flagship store in the Euroma2 shopping centre and the 19 former
Cerioni/Euronics stores.

The higher revenues, together with the continuous attention to the cost structure, allowed the
achievement of an Adjusted EBITDA of € 71.9 million in the year ended 28 February 2018,
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up 10.0% compared to € 65.4 million in the year ended 28 February 2017. Adjusted EBITDA
Margin is 3.9%.

Adjusted Profit (Loss) for the Year amounted to € 42.4 million in the year ended 28 February
2018 (€ 36.3 million in the year ended 28 February 2017), representing 2.3% of consolidated
revenue; the increase in Adjusted Profit (Loss) for the Year was due to the positive
performance of operations, the improvement in financial management and the reduction in the
tax burden compared to the same period of the previous year.

As at 28 February 2018, Unieuro's net financial indebtedness amounted to €6.9 million (€2.0
million as at 28 February 2017). The slight increase of € 4.9 million recorded during the year
is due to the combined effect of the strong cash generation generated by the operating
management of € 84.4 million due to the continuous and careful management of working
capital, the increase in sales volumes and recently implemented acquisitions, mainly offset by
the investments made during the year for acquisitions in equity investments and company
divisions for € 20.3 million, interventions in the network of points of sale and information
systems for € 37.3 million and dividend distribution for € 20.0 million.
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10. Reconciliation statement of shareholders’ equity and net result of the
parent company with shareholders' equity and net result pertaining to the

group

The reconciliation between the shareholders' equity of the parent company and the

consolidated shareholders' equity as at 28 February 2018 is illustrated below:

Shareholders Net

. - ' eqU|ty as at result as

(Amounts in euro million) at 28
28 February

2018 Februar

y 2018

Balances from the Parent Company's Annual Financial Statements 74.7 8.5

Difference between the carrying amount of equity investments and the profit/(loss) for the year (9.4 (2.9)

Allocation of goodwill, brand, software and customer list, excluding the tax effect 11.9 0.4)

Shareholders' equity and profit/(loss) for the year from the Consolidated Financial 779 11.0

Statements
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11. Investments

Net investments during the year totalled €37.3 million (€27.9 million in the year ended 28
February 2017). The increase of €9.4 million mainly relates to the increase in the number of
stores as a result of the acquisition of the business units Andreoli S.p.A. and Cerioni S.p.A.
and the acquisition of the flagship store in the Euroma2 shopping centre. The relaunching of
the stores acquired in the period had a weighting of €12.1 million and refers to the costs for
rebuilding and refurbishing the points of sale.

In particular, the investments for the year were mainly attributable to: (i) interventions for
restructuring of selected points of sale costing €6.1 million through the restyling of the
layouts and reduction or expansion of the sales surface area; (ii) investments for the opening
and acquisition of new points of sale in new consumer areas considered to be strategic or in
areas which were not sufficiently covered by the current portfolio of stores costing €16.5
million; (iii) investments in relocating existing points of sale in consumer areas considered to
be more strategic costing €0.8 million (iv) minor maintenance interventions of an
extraordinary nature and renewal of the furniture in various points of sale costing €6.9
million; and (v) investments in a new data centre and other tangible infrastructures costing
€7.0 million.
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12. Corporate governance and ownership structures

Unieuro S.p.A. adheres to the Self-Governance Code of listed Italian companies (the "Code™)
and has adapted it to suit its characteristics.

In order to meet the transparency obligations required by regulations in the sector, the "Report
on Corporate Governance and Ownership Structure™ was prepared as required by Article 123-
bis of the Consolidated Finance Law which provides a general description of the governance
system adopted by Unieuro S.p.A. and information on ownership structures, the
organisational model adopted pursuant to Legislative Decree 231 of 2001 and the level of
compliance with the Self-Governance Code, including the main governance practices applied
and characteristics of the risk management and internal control system in relation to the
financial reporting process.

This document is available at the Company's website at http://www.unieurocorporate.it/.

The main shareholders of the Company as at 28 February 2018 are:

1. Italian Electronics Holdings, (attributable to the funds managed by Rhone Capital)
which owns 33.8% of the Company's shares;
2. DSG European Investments Limited (Dixons Carphone) which owns 7.2% of the

Company's shares;
the Silvestrini Family which owns 4.7% of the Company's shares;
the top management of Unieuro which owns 2.3% of the Company's shares.

sw
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13.

or unusual transactions.

Information on related-party transactions and non-recurring, atypical

The tables below summarise the Group's credit and debt relations with related parties as at 28
February 2018 and as at 28 February 2017:

(Amounts in thousands of Euros)

Credit and debt relations with related parties (as at 28 February

2018)
Total Impact on
Type Statu_tory Board of Directors Main managers Total balance balance
Auditors . 7
sheet item  sheet item
As at 28 February 2018
Other current liabilities (75) (190) (365) (630) (163,342) 0.4%
Other non-current liabilities (487) (487) (718) 67.8%
Total (75) (190) (852) (1,117)
(Amounts in thousands of Euros) Receivable and payable positions with related parties as at 28 February 2017
Impact
Italian . Rhéne . Total on
N Ni.Ma Statutory . Board of Main
Type Electronics ; Capital 11 f Total balance balance
Holdings S.r.l.  Auditors LP. Directors managers sheet item sheet
item
As at 28 February 2017
Trade receivables 179 65 244 35,203 0.7%
Trade payables (15) (15)  (334,546) 0.0%
Current tax assets 4,042 4,042 7,955 50.8%
Other current liabilities (29) (80) (417) (624)  (1,150)  (140,327) 0.8%
Other non-current liabilities (21) 0.0%
Total 4,221 50 (29) (80) (417) (624) 3,121

The following table summarises the economic relations of the Group to related parties as at 28
February 2018 and as at 28 February 2017:

(Amounts in thousands of Euros)

Economic relations with related parties (as at 28 February

2018)
Statutor Rhone . Impact on
- . Main Total balance

Type y  Capital Board of Directors Total - balance

Auditors 11 L.P. managers sheet item sheet item
At 28 February 2018
Purc_hases of materials and external @7) (151) 571) (809) (1,7145,540) 0.0%
services
Personnel costs (4,608) (4,608) (156,296) 2.9%
Total 87) (151) (571) (4,608) (5,417)
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(Amounts in thousands of Euros) Economic relations with related parties as at 28 February 2017

Impact

Italian - Rhéne - Total on

Type Electronics Ng'\r/lf S/iitélitt%ré Capital ;22;?0?: man;';/lzlrr; Total balance balance
Holdings o 11 L.P. g sheet item sheet

item

As at 28 February 2017

Other income 12 - - - - - 12 6,360 0.2%
Purchases of materials and

external Services - (1,159) (60)  (964) (252) - (2,435) (1,491,938) 0.2%
Other  operating costs and ) ) ) ) o
expenses (6) (6) (5,377) 0.1%
Personnel costs - - - - (2,331) (3,954) (5,925) (136,633) 4.3%
Financial expenses (788) - - - - - (788) (6,222) 12.7%
Total (776) (1,165) (60)  (964)  (2,583)  (3,594) (9,142)

With regard to the periods under consideration, credit/debt and economic relations with
related parties mainly refer to:

- distribution of a dividend of €20,000 thousand through the use of Unieuro profits for the
year ended 28 February 2017, totalling €11,587 thousand and, for the remaining part
€8,413 thousand, through the use of part of the extraordinary reserve, as approved on 20
June 2017 by the Shareholders’ Meeting of the parent; the share for Italian Electronics
Holdings was €9,598 thousand,

- national tax consolidation scheme, where the option was exercised in 2015 and
generated receivables for Unieuro from the consolidating company Italian Electronics.
Following the loss of control of Italian Electronics Holdings which took place on 6
September 2017, the national tax consolidation scheme was interrupted and Italian
Electronics Holdings as the consolidating party exercised its option with effect from the
year ended 28 February 2015;

- The stock option plan known as the Long-Term Incentive Plan for Executive directors,
contractors and employees of Unieuro. The Plan calls for assigning ordinary shares
derived from a capital increase with no option rights pursuant to Article 2441,
paragraphs 5 and 8 of the Italian Civil Code;

- a service agreement contract with Rhone Capital Il, which involves the provision of
specialised services for: (i) advisory services : strategic and financial planning,
forecasting, consulting for preparing financial reports for clients and support for signing
loan agreements with banks and with third party professionals; (ii) insurance service:
advice in order to determine an appropriate level and type of insurance contracts already
concluded or to be concluded by Unieuro; (iii) corporate communications services:
advice and assistance in public relations with the press and with investors; (iv)
employee services: advice for senior human resources management and incentive

- B50-



systems reserved for top management; (v) other services. It should be noted that the
service agreement with Rhone Capital 11 was discontinued during the period, following
the success of the listing project.

rental fees relating to Unieuro's registered office in Forli, several sales points and the
debiting of insurance costs invoiced by Ni.Ma S.r.l., a company with its registered
office in Forli and invested in by several members of the Silvestrini family (Giuseppe
Silvestrini, Maria Grazia Silvestrini, Luciano Vespignani and Gianpaola Gazzoni,
respectively who each own 25% of the share capital, who are also shareholders of
Italian Electronics Holdings); Note that, on 17 October 2017, the partial demerger of
Italian Electronics Holdings into eight newly established companies took place.
Following the transaction, at the date of these Financial Statements, Ni.Ma S.r.l. is no
longer a related party;

a cost relating to leasing or letting of real property for guest use, located on via Focaccia
in Forli, owned by Giuseppe Silvestrini recorded following the definition of the new
perimeter of related parties, signed on 8 August 2017; Following the transaction, at the
date of these Financial Statements, Ni.Ma S.r.l. is no longer a related party;

borrowings from Italian Electronics, granted on 2 December 2013 and interest-bearing.
On 21 November 2016, Unieuro's Board of Directors approved the full repayment of
the remaining amount owed on the inter-company loan in an amount totalling €21,120
thousand. Therefore, the Intercompany Loan was repaid in full and extinguished on 28
November 2016;

account keeping service by Unieuro employees with regard to Italian Electronics
Holdings interrupted following the positive outcome of the listing which took place on
4 April 2017,

relations with Directors and Main Managers, summarised in the table below:

Main managers

Year ended 28 February 2018 Year ended 28 February 2017
Chief Exegutlve Officer - Giancarlo  Nicosanti Chief Executive Officer - Giancarlo Nicosanti Monterastelli
Monterastelli
Chief Financial Officer - Italo Valenti Chief Financial Officer - Italo Valenti

Chief Corporate Development Officer - Andrea Scozzoli  Chief Corporate Development Officer - Andrea Scozzoli

Chief Omnichannel Officer - Bruna Olivieri Chief Omnichannel Officer - Bruna Olivieri

Chief Operations Officer - Luigi Fusco Chief Operations Officer - Luigi Fusco

The gross pay of the main managers includes all remuneration components (benefits, bonuses
and gross remuneration).
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The table below summarises the Group's cash flows with related parties as at 28 February
2018 and as at 28 February 2017:

(Amounts in thousands of Euros) Related parties
Italian Rhéne Total Imopnact
. Ni.Ma Statutory . Board of Main balance
Type Electronics . Capital . Total balance
: S.rl.  Auditors Directors managers sheet
Holdings S.r.I. 11 L.P. item sheet
item
Period from 1 March 2016 to 28
February 2017
Cash flow generated/(absorbed) by
operating activities (1,656) (1,150) (31)  (984) (1,483) (1,457) (6,761) 56,523 (12.0%)
Cash flow generated/(absorbed) by (24,322) : } ) ) } (24322) (27.461)  88.6%
financing activities ' ! ! '
Total (25,978) (1,150) (31) (984) (1,483) (1,457)
Period from 1 March 2017 to 28
February 2018
Cash flow generated/(absorbed) by
operating activities 4,221 50 (25)  (231) (798) (3,428) (227) 79,576  (0.3%)
Cash flow generated/(absorbed) by R ) ) R
financing activities (9.598) - (9,598) (3.317)  289.4%
(5,377) 50 (25)  (231) (798) (3,428)

Total




14, Information on corporate bodies

Unieuro S.p.A. adheres to the Self-Governance Code of listed Italian companies (the "Code")
and has adapted it to suit its characteristics.

In order to meet the transparency obligations required by regulations in the sector, the "Report
on Corporate Governance and Ownership Structure™ was prepared as required by Article 123-
bis of the Consolidated Finance Law which provides a general description of the governance
system adopted by Unieuro S.p.A. and information on ownership structures, the
organisational model adopted pursuant to Legislative Decree 231 of 2001 and the level of
compliance with the Self-Governance Code, including the main governance practices applied
and characteristics of the risk management and internal control system in relation to the
financial reporting process.

This document is available at the Company's website at http://www.unieurocorporate.it/.

141 Stock option plans

Call option agreement and transaction bonus

During the financial year ended 28 February 2017, Unieuro launched all the internal
preparatory activities for the listing of the Unieuro’s shares on the Mercato Telematico
Azionario organised and managed by Borsa Italiana S.p.A. The listing project was formally
ratified by the Shareholders’ Meeting of 12 December 2016. Following the launch of this
listing process, in order to confirm the promotion of the Call Option Agreement recipients the
reference shareholder (Italian Electronics Holdings) sought, at the beginning of February
2017, to change the original option plan by renouncing the previous Call Option Agreement
and, at the same time, assigning a new option plan called the Transaction Bonus lasting 5
years which included the commitment of Italian Electronics Holdings (i) if the result of the
admission to listing process is positive, the allocation to certain Company managers, on the
day of the establishment of the placement price, by Italian Electronics Holdings, of a number
of Company shares free of charge, with the obligation to sell the shares granted on the day of
the placement and to other managers of a sum in Euros equal to the value of a pre-established
number of shares at the placement price; (ii) in the case of the sale to a third-party of all or
some of the Company shares, the granting to certain Company managers and employees,
before the transfer to third parties, by Italian Electronics Holdings, of a number of Company
shares free of charge, with the obligation to sell the shares granted to the third-party buyer.
The realisation of events was mutually exclusive therefore, as the first event is realised in
terms of time, the possibility of the second event automatically becomes ineffective. On 4
April 2017, the holding company Italian Electronics Holdings completed the listing process
for the shares of Unieuro S.p.A. on the Electronic Stock Exchange - STAR Segment of Borsa
Italiana S.p.A. and placed 31.8% of the Company’s capital valued at €70 million.
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The revision of the assignment mechanism, which took place by revoking the previous Call
Option Agreement and simultaneously having beneficiaries sign the Transaction Bonus, was
structured as an amendment to the existing plan which resulted in an event to accelerate the
vesting period.

To define the length of the vesting period, the new deadline considered for the service period
of the recipients for the purpose of the definition of the vesting period, was 4 April 2017, the
placement date of the shares on the Mercato Telematico Azionario. The amount of personnel
costs to be allocated to the income statement, with the offsetting item being the specific
reserve for share-based payments, was therefore revised in the light of the new vesting
deadline.

The cost for the Call Option Agreement included in the financial statements as at 28 February
2018 was €0.7 million.

Long-Term Incentive Plan

On 6 February 2017, the Extraordinary Shareholders- Meeting of Unieuro approved the
adoption of a stock option plan (the "Plan" or “Long-Term Incentive Plan” or “LTIP”)
reserved for Executive Directors, associates and employees (executives and others) of
Unieuro. The Plan calls for assigning ordinary shares derived from a capital increase with no
option rights pursuant to Article 2441, paragraphs 5 and 8 of the Italian Civil Code approved
by Unieuro's Shareholders’ Meeting on the same date.

The Plan specifies the following objectives: (i) to focus the attention of people covered by the
plan on matters of strategic importance to Unieuro, (ii) to increase loyalty among people
covered by the plan and incentivise them to remain with Unieuro, (iii) to increase the
competitiveness of the company by identifying medium-term objectives and promoting the
creation of value both for Unieuro and its shareholders and (v) to ensure that the overall
remuneration of the people covered by the plan remains competitive on the market.

The implementation and definition of specific features of the Plan were referred to the same
Shareholders’ Meeting for specific definition by the Unieuro Board of Directors. On 29 June
2017, the Board of Directors approved the plan regulations (“Regulations”) whereby the
terms and conditions of implementation of the Plan were determined.

The Recipients subscribed to the Plan in October 2017. The parties expressly agreed that the
effects of granting rights should be retroactive to 29 June 2017, the date of approval of the
regulations by the Board of Directors.

The Regulations also provide for the terms and conditions described below:
- Condition: the Plan and the grant of the options associated with it will be subject to
the conclusion of the listing of Unieuro by 31 July 2017 (“IPO”);
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Recipients: the Plan is addressed to Directors with executive type positions, associates
and employees (managers and others) of Unieuro (the "Recipients™) that were
identified by the Board of Directors within those who have an ongoing employment
relationship with Unieuro and/or other companies of the Group. Identification of the
Recipients was made on the basis of a discretionary judgement of the Board of
Directors that, given the purpose of the Plan, the strategies of Unieuro and the Group
and the objectives to be achieved, took into account, among other things, the strategic
importance of the role and impact of the role on the pursuit of the objective;

Object: the object of the Plan is to grant the Recipients option rights that are not
transferable by act inter vivos for the purchase or subscription against payment of
ordinary shares in Unieuro for a maximum of 860,215 options, each of which entitling
the bearer to subscribe one newly issued ordinary share (“Options”). If the target is
exceeded with a performance of 120%, the number of Options will be increased up to
1,032,258. A share capital increase was approved for this purpose for a nominal
maximum of €206,452, in addition to the share premium, for a total value (capital plus
premium) equal to the price at which Unieuro’s shares will be placed on the MTA
through the issuing of a maximum of 1,032,258 ordinary shares;

Granting: the options will be granted in one or more tranches and the number of
Options in each tranche will be decided by the Board of Directors following
consultation with the Remuneration Committee;

Exercise of rights: the subscription of the shares can only be carried out after 31 July
2020 and within the final deadline of 31 July 2025;

Vesting: the extent and existence of the right of every person to exercise options will
happen on 31 July 2020 provided that: (i) the working relationship with the Recipient
persists until that date and (ii) the objectives are complied with, in terms of
distributable profits, as indicated in the business plan on the basis of the following
criteria:

o in the event of failure to achieve at least 85% of the expected results, no
options will be eligible for exercise;

o if 85% of the expected results are achieved, only half the options will be
eligible for exercise;

o if between 85% and 100% of the expected results are achieved, the number of
options eligible for exercise will increase on a straight line between 50% and
100%;

o if between 100% and 120% of the expected results are achieved, the number of
options eligible for exercise will increase proportionally on a straight line
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between 100% and 120% — the maximum limit.

- Exercise price: the exercise price of the Options will be equal to the issue price on the
day of the IPO amounting to €11 per share;

- Monetary bonus: the recipient who wholly or partly exercises their subscription rights
shall be entitled to receive an extraordinary bonus in cash of an amount equal to the
dividends that would have been received at the date of approval of this Plan until
completion of the vesting period (29 February 2020) with the exercise of company
rights pertaining to the Shares obtained during that year with the exercise of
Subscription Rights

- Duration: the Plan covers a time horizon of five years, from 31 July 2020 to 31 July
2025,

The cost for the Long-Term Incentive Plan included in the financial statements as at 28
February 2018 was €1.4 million.

14.2 Treasury shares and holding Unieuro shares

During the year, Unieuro S.p.A. did not purchase or sell any treasury shares directly or
through an intermediary.
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15. Staff-related information

Composition of workforce

Below is a breakdown of employees by classification.

28 February 2018 28 February 2017
Usﬁ;i%o Mgr}cllli.ck Unieuro S.p.A.

Executives 17 3 10
manager st : 56
Office workers 4,444 35 3,787
Factory workers 1 - 48
Apprentices 17
Temporary staff
Total 4,536 39 3,901

Gender equality and work environment

The equal treatment of individuals is carried out at the Unieuro Group by ensuring that
starting with the selection phase and in all work performed, there will be no discrimination on
the basis of race, sex, nationality, sexual orientation, social status, physical appearance,
religion or political affiliation.

Search and selection

The Unieuro Group undertakes to encourage the development and implementation of
transparent hiring practices in full compliance with equal opportunities. The criteria guiding
candidate selection are professionalism and compliance with the skills and attitude required to
fill the open position.

The tools and channels used to find candidates, in descending priority order, are the
company’s website in the “Work with us” section and relationships with recruiting and
selection companies with which specific partnerships are maintained.

Training, organisation and compensation policies

At the Unieuro Group, training is an (in)tangible investment in our most important asset: our
employees. Every year the Group invests significant resources in the professional and
managerial training of employees using tools such as direct teaching, webinars, conferences,
tutoring, simulations, on-the-job training, e-learning and staff training.
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In addition to mandatory training courses (health and safety, Organisational Model 231,
privacy), there are managerial and professional training programmes for store and head office
staff. As an example, topics covered range from people management to effective
communications, from sales techniques to visual merchandising and from work organisation
to sales management at the points of sale.

The company’s academy for apprentice managers is particularly important in the professional
development and growth of its human resources. Participants, who are identified out of the
pool of individuals at the company through an internal candidacy process, assessment centres
and individual interviews, participate in on-the-job and classroom training that lasts 6 months.

In order to meet the transparency obligations required by regulations, the “Remuneration
Report” was prepared pursuant to Article 123-bis of the Consolidated Finance Law and
Article 84-quater of the Issuers’ Regulation.

This document is available at the Unieuro website at http://www.unieurocorporate.it/.
Protection of health and safety

For the Group, the health and safety of all human resources in the workplace in accordance
with current regulations is a priority. In particular, the Group takes steps to provide work
conditions that respect the physical and moral integrity of workers.
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16. Management and coordination activities

Unieuro S.p.A. is not subject to the management or coordination of companies or entities and
it determines its general and operational strategies in full autonomy.
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17. The main risks and uncertainties to which the Group is exposed

The Group is exposed to a number of risks that can be grouped into the three large categories
listed below:

- strategic and operational risks;
- financial risks;

- legal and non-compliance risks.

17.1 Strategic and operational risks

Risks connected with competition and competitiveness: The Unieuro Group is exposed to
the risk of not being able to maintain its competitive position in the market and/or of not
being able to properly assess future developments in consumer preferences in relation to
market trends.

Risks connected with the economic situation and dependence on the Italian market: The
Unieuro Group is exposed to the risk of a potential reduction in future revenues resulting from
the limited purchasing power of the average consumer due to any continuing phenomena of
an economic recession. If the current period of gradual economic recovery stalls or reverses,
or if there are other periods of economic and/or financial crises, there could be negative
repercussions on the Group's income statement, balance sheet and cash flows.

Risks connected with recognition of the brand: the decrease in the recognition and
distinctive features of the Unieuro and Monclick brands could impair the Group's competitive
position in its reference market. The Group's strategy is aimed at improving the reputation of
the Unieuro and Monclick brands by focusing on the breadth of the range of products offered
and product quality and innovation and by providing customers with a range of products that
are affordable.

In order to improve the recognition of its brands, the Group conducts advertising campaigns
through traditional means of communication (advertising inserts, leaflets, television spots,
posters, etc.) and through its website and social media. Any promotional activities not in
keeping with the positioning of the Unieuro and Monclick brands and not consistent with the
sales strategy could turn out to be ineffective and have a negative impact on the Group's
image and the perception of its brands.

Risks associated with the management of directly operated points of sale: The Unieuro
Group is exposed to the risk of having to compete with the pricing offered by other competing
companies when renewing agreements for directly operated points of sale.
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Risks associated with points of sale that are not directly operated and relations with
affiliates: The Unieuro Group is exposed to the risk of losing commercial relationships with
its affiliates and/or the deterioration of their pricing that could result in a reduction in related
revenues.

Risks associated with recent and/or potential future acquisitions: The Unieuro Group
might be exposed to liabilities that did not arise during the pre-acquisition due diligence
process or are not covered by contractual provisions relating to companies acquired in the past
or to be acquired in the future. In any case, the assessments performed during the period
before an acquisition may not be accurate.

Risks associated with the evolution and growth of e-commerce The Unieuro Group is
exposed to the risk of not being innovative and not enhancing its e-commerce platform and
not offering its customers a platform in keeping with that of its competitors. The Unieuro
Group has made several investments in the online sales channel in order to offer its customers
a technologically advanced e-commerce platform that is seen as easy to use and intuitive by
users. In this context, it should be noted that the e-commerce sector is characterised by the
rapid growth in technology and business models (e.g. the creation of websites available on
mobile devices).

Among other things, the Unieuro Group's success and competitiveness depend on the ability
to innovate and enhance its technologies and adapt them, from time to time, to respond to
changes and technological advances without generating cannibalisation phenomena to the
detriment of the traditional distribution channels that the Unieuro Group also uses.

Risks associated with supplemental warranties: The Unieuro Group is exposed to the risk
that the estimates, on the basis of which it develops its strategy in the area of offering
supplemental warranties, turn out to be incorrect. Although at the date of this Report the
Unieuro Group had not recorded any requests for product repairs or replacements greater than
estimates made, the risk cannot be ruled out that the actual requests for remedies under
supplemental warranties turn out to be significantly higher than the Group's projections with
potential negative repercussions on the Company’s income statement, balance sheet or cash
flows.

Risks associated with supplier relations: The Unieuro Group is exposed to the risk of
potential problems in the management of trade relations with its suppliers. Most suppliers the
Group relies on establish a maximum limit of credit available to individual customers who
turn to them to supply merchandise on the basis of credit facilities granted to such companies
by insurance companies operating in this specific area. In general, these facilities are provided
on the basis of numerous factors such as the domestic economic environment, country risk
and each customer’s financial position and creditworthiness. If these factors deteriorate, the
amount of credit available to the Group could decline, or in any event, be lower than
expectations. In this case, several suppliers could decide to reduce or terminate credit facilities
provided to the Group, which could adversely affect the Group's procurement of electronic
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products and ultimately its ability to meet customer demand with potential significant
negative repercussions on the Group's income statement, cash flows and balance sheet.

Other operational risks: this category includes risks typical of the consumer electronics
sector connected with: opening new points of sale, seasonality, failure to implement or the
delayed implementation of its business strategy, the technological development of electronic
products and the perception of new trends, the availability of products and inventory
obsolescence, the operations of the logistics centre and procurement of products marketed,
possible restrictions on imports, product liability, the operation of IT systems, management of
post-sale customer assistance services, e-commerce fraud and services provided by third
parties. The Group manages and measures these risks and they are reflected in the financial
statements in items related to inventories, with respect to provisions for obsolescence and in
provisions for risks and charges. For additional information on provisions and write-downs
made during the year ended 28 February 2018, see the related notes to the consolidated
financial statements.

17.2 Financial risks

The main financial risks to which the Group is exposed are liquidity risk, interest rate risk,
credit risk and risks connected with the Group's net financial debt.

Liquidity risk: the Group defines liquidity risk as the possibility that the Group may not be
able to promptly fulfil its obligations. The Group manages its liquidity by taking into account
the seasonality of cash flows from retail sales, which may result in a certain unevenness in
cash flows from sales and operating costs in several months of the year. This risk is contained
through measures aimed at ensuring a balanced capital structure, diversified sources of
funding, the spread of due dates for financial debt over a broad time horizon, the maintenance
of unused committed lines of credit and defined limits on maturity and credit counterparties in
the management of liquidity.

From a structural standpoint, the Group has negative working capital and, as a result, it is
exposed to the risk of the inability to raise the financial resources necessary to meet the
related financial needs (primarily in the first half of the year). This peculiarity is mainly due
to the following structural characteristics of the business conducted by the Group: (i) a small
amount of trade receivables generated mainly by the Wholesale channel relative to sales
volume, since most sales are very quickly transformed into cash, which is typical of retail
sales to end customers; and (ii) inventories in an amount structurally proportional to turnover.
On the other hand, the amount of current liabilities and especially trade payables, tends to
permanently exceed the amount of current assets.

Unieuro has a revolving line of €90.0 million, which is generally fully utilised in the first half
of each year to meet the related financial requirements and is instead repaid during periods of
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the greatest cash generation (typically the last half of each year).

The Company believes that existing lines of credit and loans as at 28 February 2018 are
sufficient to cover requirements from its operating and investment activities and to repay
maturing debt.

Interest rate risk: the Group is exposed to interest rate risk largely in relation to floating rate
financial liabilities.

Most of the Group's debt exposure is at a floating rate. The Group continually monitors
interest rate trends using instruments to hedge against the risk of fluctuating interest rates
when deemed appropriate.

Credit risk: this is related to the Group’s exposure to potential losses resulting from the
failure of financial or commercial counterparties to fulfil their obligations. The Group has
receivable monitoring processes that call for analysing the customers’ reliability, assigning a
credit line and controlling exposure using reports that break down maturities and average
collection periods. There are no significant concentrations of risk as at 28 February 2018.

Risks associated with the Group’s net financial debt: The seasonality of business cycles
and the Group’s revenue trends do not rule out the possibility that the Group may need to
obtain new lines of credit to meet its financial requirements.

17.3 Legal and non-compliance risks

The Group defines non-compliance risk as the possibility of incurring legal and/or
administrative sanctions, financial losses or reputational damage as a result of violations of
mandatory provisions (of laws or regulations) or of company regulations (articles of
association, codes of conduct, self-governance codes). The main risks of this type can be
grouped in the categories described below.

Risks associated with the regulatory context: the Group conducts its business in sectors
regulated by national, EU and international regulations, the violation or change in which
could result in limitations of its operations or increased costs. In the future, it is possible that
there will be changes in tax and other rules and in existing regulations, including from the
standpoint of interpretations, that could result in the Group's liability or have a negative
impact on its business with a possible negative impact on its income statement, balance sheet
and/or cash flows.

Any legislative or regulatory changes (e.g. in relations between lessors and lessees, taxation
and related income and the issuance and maintenance of administrative authorisations to
perform business activities) could affect the Group’s balance sheet, income statement and
cash flows. Furthermore, any suspension and/or revocation of licences or authorisations
required by current legislation in Italy as a necessary condition for conducting business
activity at points of sale and any mandatory measures required by competent authorities to
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confirm or issue such authorisations or licences could have a potential negative effect on
Unieuro’s operations or outlook, or on its income statement, balance sheet and cash flows.

Risks associated with compliance with occupational health and safety and
environmental regulations: the Group is subject to laws and regulations protecting the
environment and health; therefore, any violations of the above-mentioned regulations could
involve limitations to the activities of the Group or significant additional costs.

The Group performs its business in sectors regulated by national and EU regulations
concerning environmental protection and health and safety in the workplace. In accordance
with the obligations of regulations on environmental protection and health and safety in the
workplace, the Group makes the investments necessary to ensure compliance with the
provisions of applicable laws and regulations. In this regard, in July 2016, Legislative Decree
121 (the so-called “1 vs. 0” Decree) went into effect that calls for the free collection of very
small electric and electronic devices (RAFE) by distributors of appliances and consumer
electronics goods. The decree also specifies technical requirements for the preliminary deposit
and collection to be carried out at such distributors and the subsequent transport and transfer,
with the resulting obligations for distributors to comply with the legal requirements set forth
in the decree. It is possible that the Group must, in the future, incur extraordinary expenses for
actions brought against the Group for problems related to the environment, health and safety
in the workplace and/or the Group may be required to make significant investments to comply
with changes dictated by regulations concerning these obligations with a resulting negative
impact on the balance sheet, income statement and cash flows.
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18. Significant events during and after the year
The stock market listing

On 4 April 2017, Unieuro shares - with the ticker UNIR - made their debut on the STAR
segment of the MTA organised and managed by Borsa Italiana S.p.A., following a placement
aimed at Italian and international institutional investors. As part of the transaction and
considering the greenshoe option, 6,901,573 shares were allocated for sale by Italian
Electronics Holding S.r.l. (“IEH™).

At the allocation price, equal to €11.00 per share, the total proceeds from the transaction
amounted to €75.9 million, which corresponded to a market capitalisation of the company
equal to €220 million.

The acquisition of 21 stores in central Italy from Andreoli S.p.A. (Euronics)

On 18 April 2017, Unieuro announced the acquisition of a business unit from Andreoli
S.p.A., in an agreement among creditors, consisting of 21 direct sales outlets in central Italy,
mainly located in commercial centres and with sizes between 1,200 and 1,500 m2.

The acquired chain previously operated under the brand name Euronics in southern Lazio,
Abruzzo and Molise. The acquisition, valued at €12.2 million, was completed on 17 May
2017. Following the payment of the debts to the store personnel, the total financial outlay was
approximately €9.4 million.

On 1 July 2017, following a decisive relaunch plan which included the adoption of the brand,
the redevelopment of the spaces, the re-assortment of products and the adoption of new
information systems, Unieuro reopened to the public the outlets acquired.

The closing of the Monclick acquisition

On 9 June 2017, Unieuro concluded the acquisition from Project Shop Land S.p.A. of 100%
of Monclick S.r.l., one of the leading online operators in Italy, active in the consumer
electronics market and in the online B2B2C market.

The acquisition, announced on 23 February 2017, has a strong strategic value for Unieuro as
it allows it to significantly increase its turnover in the online segment, reinforcing its
positioning in the domestic market and allowing entry into the promising B2B2C sector.

The value of the transaction is €10 million, of which €3.5 million was paid at the closing and
the remainder deferred over 5 years.

The subscription of a new line of credit

On 16 June 2017, Unieuro signed a new credit line with a pool of banks for a maximum
amount of €50 million for a three-year period, aimed at equipping the company with
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additional resources to finance growth through acquisitions and the openings of new sales
outlets, confirming Unieuro’s willingness to assert itself as a leader and consolidator in the
Italian consumer electronics market. The line of credit was repaid early in January 2018 under
the scope of the general redefinition of Unieuro's lines of credit, which led to three new lines
of credit with significantly better conditions being taken out.

The 2017 Shareholders’ Meeting

On 20 June 2017, the Unieuro Shareholders’ Meeting, which was convened in a single call, (i)
approved the Separate Financial Statements as at 28 February 2017; (ii) resolved the
destination of the operating profit and the distribution of the dividend of €1 per share,
totalling €20 million paid later on 27 September 2017; and (iii) expressed a favourable vote
on the first section of the Remuneration Report.

The new flagship store in Rome

In June 2017, Unieuro announced an agreement with the owner of the Euroma2 shopping
centre for the management of a store of about 3,000 square metres. The megastore, which
previously operated under the Trony brand, was inaugurated on 20 September 2017 and
allowed the strengthening of the presence of Unieuro in the highly strategic Roman market.
When fully operational, annual revenues are estimated to be between €20-25 million.

Theft of goods from the Piacenza warehouse

On 19 August 2017, Unieuro suffered the theft of a significant quantity of technological
products stored at its warehouse in Piacenza. It is expected that the damage, quantifiable at
around €2.7 million, will be covered by the insurance policies that Unieuro had stipulated at
the time.

Transaction of accelerated bookbuilding by the majority shareholder Italian Electronics
Holdings

On 5 September 2017, IEH initiated an accelerated bookbuilding transaction on 3.5 million of
Unieuro ordinary shares corresponding to 17.5% of Unieuro's share capital. The transaction
was concluded the following day with the placement of shares with Italian and international
institutional investors at a price of €16.00 per share, equal to a total consideration of
approximately €56 million.

Following the conclusion of the offer, IEH continued to hold a relative majority stake in
Unieuro corresponding to 47.99% of the existing share capital.

The resignation of a member of the BoD and the co-opting of a new board member

On 25 September 2017, the non-executive director of Unieuro Nancy Arlene Cooper resigned
from office for personal reasons. The Board of Directors, which met on 12 October 2017 to
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approve the Half-Year Financial Report, co-opted Uwe-Ernst Bufe as a new non-executive
director.

Acquisition of 19 sales outlets from Cerioni (Euronics)

On 4 October 2017, Unieuro acquired a business unit from Cerioni S.p.A. composed of 19
direct stores, operating under the Euronics brand in Marche (12 stores) and in Emilia
Romagna (7 stores).

The acquired sales outlets, sized between 500 and 4,000 m2 for a total sales area of over
25,000 m2, allowed Unieuro to increase the expansion of its direct network in central Italy.

The transaction took place without the assumption of financial and/or supplier payables, for a
total equivalent value of €8 million, of which €1.6 million is due at the closing and €6.4
million is to be paid in half-yearly instalments over the next three years. The transaction was
funded with recourse to the cash and cash equivalents and to the lines of credit made available
by lending institutions.

The completion of the acquisition took place in three tranches: a first business unit composed
of 11 stores was definitively acquired on 31 October 2017 with the reopening to the public on
16 November; a further 6 sales outlets went to Unieuro on 21 November (and reopened on 8
December); the closing of the last two sales outlets finally took place on 21 December and
reopened on 27 January.

The demerger of Italian Electronics Holdings

On 17 October 2017, the partial demerger of Italian Electronics Holdings S.r.l. into eight
newly established companies took place. Following the transaction, at the date of this Annual
Report, Italian Electronics Holdings S.r.l. is indirectly invested in 100% by the private equity
fund Rhone Capital and owns a 33.82% stake in Unieuro thereby maintaining ex art. 93 TUF
control of the company in the light of the current shareholding structure.

The table below illustrates the Unieuro shares owned by Italian Electronics Holdings S.r.l.
and the beneficiary companies of the demerger:

Socio Azioni ordinarie % sul totale dei diritti di voto delle azioni
ordinarie in circolazione
IEH 6.763.088 33,82%
Alfa S.r.l. 1.436.028 7,18%
Alexander S.r.l. 379.729 1,90%
Victor S.r.l. 567.433 2,84%
GNM Investimenti S.r.l. 136.977 0,68%
Giufra S.r.1. 119.807 0,60%
Gami Sr.l. 79.083 0,40%
MT Invest S.r.l. 79.083 0,40%
Theta S.r.l. 37.197 0,19%
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Subsequently, Italian Electronics Holdings S.r.l. transferred its registered office to
Luxembourg, changing its company name to Italian Electronics Holdings S.a.r.l. and has
entered into a reverse merger with International Retail Holdings S.a.r.l.. Following the above
transactions, it is 100% indirectly owned by the private equity fund Rhone Capital.
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The reorganisation of the lines of credit

On 22 December 2017, Unieuro took out new lines of credit totalling €190 million from a
syndicate of banks including Intesa Sanpaolo S.p.A., Banco BPM S.p.A. and Gruppo Crédit
Agricole, with Banca IMI S.p.A. acting as the agent.

The transaction consisted of three distinct lines of credit, aimed, among other things, at
providing Unieuro with additional resources to support future growth through acquisitions
and opening new points of sale. Existing loans were repaid in full in January.

The new lines, including a €100 million amortizing term loan and €90 million in revolving
facilities, are at significantly better conditions compared with the previous loans, particularly
with regard to (i) a reduction in the interest rate; (ii) the extension of the duration by five
years; (iii) greater operational flexibility related to the reduction in the number of funding
institutions, covenants and contractual restraints; as well as (iv) the removal of collateral in
favour of the lending banks.
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19. Foreseeable operating evolution

In the 2018/2019 tax year the Unieuro Group expects the market to grow slightly, driven by
growth in the online sector with a slight contraction of the offline sector. The combined
provisions of these trends could bring further consolidation opportunities during the year in a
still challenging market context.

In 2018/2019, the Unieuro Group expects further expansion of sales, mainly thanks to the
contribution of the Retail channel driven by 12 months of fully operational stores acquired
during the previous tax year, as well as the intervention plan for the store portfolio and new
openings. As far as the Online channel is concerned, sales are forecast to increase also thanks
to the full contribution of the subsidiary Monclick over 12 months.

Added to this, hopefully, will be further acquisitions of minor entities to increase the
widespread network, support the omnichannel strategy of the Unieuro Group and allow better
absorption of fixed costs.

In order to support the increased sales volumes, the Unieuro Group will inaugurate a new
logistics hub next year, twice the size of the current one, with cutting-edge technological
systems which will enable a further improvement in service levels.

In terms of financial management, the operating cash flow is expected to be essentially in
line, with investments up as a result of the construction of the new logistics hub. Investments
will be directed at improving the network of stores, their expansion and innovation to digitise
our stores and develop advanced functions for online platforms, with the objective of making
the omnichannel experience of each customer increasingly more practical and pleasant.
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20. Consolidated non-financial statement of the Unieuro Group

1. How to read the consolidated non-financial statement of the Unieuro Group

The Consolidated Non-Financial Statement of the Unieuro S.p.A. Group (hereinafter also
"Statement"), drafted pursuant to Legislative Decree no. 254/2016 implementing Directive
2014/95/EU, presents information and data on the policies practised and the management of
environmental, social, personnel-related issues, respect for human rights and the fight against
active and passive corruption, useful to ensure the understanding of the activities carried out
by the Group in these areas, its performance, the results achieved and the impacts deriving
from them.

The drafting of the Statement is based on specific principles and methodologies foreseen by
the most recent standards published in 2016 by the Global Reporting Initiative (GRI
Standards — “core” option), authoritative Independent Body?® dedicated to defining models
for non-financial reporting. In particular, the Statement refers to the 2016 GRI Standards
indicated in the GRI Content Index table presented on para. 37.

The extent and quality of the reporting reflect the principle of materiality, an element foreseen
by the relevant legislation and characterising the GRI Standards: the topics dealt with in the
Statement are those that, after careful evaluation, have been considered relevant as able to
reflect the social and environmental impacts of the Group's activities or to influence the
decisions of its stakeholders.

As required by Legislative Decree 254/2016, the Statement will be published annually and is
subject to a judgement of conformity of the information provided with respect to the requests
of the afore-mentioned Decree and the standard used by the statutory auditor of the statutory
financial statements.

Reporting scope

The qualitative and quantitative information contained in the Statement refers to the
performance of the Unieuro Group (hereinafter also the "Group™) for the year ended 28
February 2018. Below, the terms "Unieuro” or "Group™ shall mean the group of companies
consisting of the parent company Unieuro S.p.A. and the subsidiary Monclick S.r.l., whereas
by the terms "Unieuro S.p.A." or "Company" we refer exclusively to the parent company
Unieuro S.p.A.

2 The Global Reporting Initiative is a non-profit organisation founded in Boston in 1997 with the aim of creating a useful support to the
reporting of the sustainable performance of organisations of any size, belonging to any sector and country in the world. In 2001 it was
recognised as an Independent Body by the United Nations and in 2002 the UNEP (United Nations Environment Program) formally
recognised and shared its principles by inviting all UN Member States to identify an official headquarters as a body recognised by the United
Nations.
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Where available, as from this first reporting year, a comparison is made with the previous
year to make data and information comparable and to facilitate the understanding of
performance trends. Finally, it should be noted that some issues and indicators may have a
different reporting scope compared to the one relating to the Group, if these have been
assessed by management as not relevant for a company in consideration of the specific
activities carried out. In this case, in the text, the reference scope of the topic/indicator is
clearly explained.

In order to be able to provide a picture as up-to-date as possible with respect to the reference
company scope for the drafting of the Statement, it should be noted that the subsidiary
Monclick S.r.l. was acquired during the year ended 28 February 2018 and entered the
consolidation perimeter on 9 June 2017, with retroactive accounting effect at 1 June 2017.

Relevant issues for Unieuro

Based on what is governed by the regulations and defined by the GRI Standards, an analysis
of materiality (significance) of the Group's non-financial issues was carried out, which
allowed the set of aspects to be reported in the Statement to be defined.

The materiality analysis process can be divided into three main phases: preliminary
identification, evaluation and definition of the relevant issues. Considering as a starting point
the indications provided by Legislative Decree 254/2016, the potentially relevant issues were
first identified on the basis of an analysis of the activities carried out by Unieuro, the
characteristics of the sector, the approaches adopted by comparable companies at national and
international level and the themes suggested by the GRI for each economic sector.
Subsequently, the issues that emerged were discussed and evaluated by management in
dedicated meetings so as to allow the definition of those that are most representative of the
socio-environmental impacts generated by the Group. At the end of the analysis, a series of
material issues related to the aspects governed by the Legislative Decree 254/2016 were
identified.
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Rilevante Molto rilevante

Rilevanza per Unieuro

Matrix of materiality

The following table summarises the scope of each material topic, highlighting the entities
within the Group and the external stakeholders (stakeholder) that are involved in the possible
impacts that these imply. Furthermore, it should be noted that, where the issue does not
concern the entire Group, the company excluded from the scope of consolidation was
considered irrelevant in consideration of the type of activity performed.

Relevant topics Internal perimeter Stakeholder
Consumption of resources and emissions Group Community, Environment
Waste management Group Community, Environment
Selection and management of suppliers Group Providers

Consumer privacy Group Clients




Safety of products on the market Group

Clients

Support for local communities Unieuro S.p.A.

Community

Transparency of information on products and offers to customers | Group

Users

Diversity and equal opportunities Group

Staff training and career development Group Customers, Users

Relations with the trade unions Group Labour unions

Health and safety of employees and collaborators Group

Corruption Group Communities, organisations and

institutions, suppliers

Involvement of stakeholders

The involvement of stakeholders is an opportunity for the Group to listen and exchange a
dialogue that is essential to understand the level of satisfaction with their work. In 2017,
Unieuro initiated a process for identifying stakeholders, also aimed at identifying the issues
relevant to the preparation of the first consolidated statement of a non-financial nature. In

particular, a mapping of the stakeholders was carried out,
starting from those identified in the Code of Ethics, selecting:
the categories whose interests are relevant based on direct and
indirect relationships with the Group, the categories whose
interests may be directly or indirectly conditioned or influenced
by the company's activities and, finally, those on which the
effects of the activities carried out by the Group would be most
affected. Unieuro develops its own process of stakeholder
engagement starting from the values of honesty, transparency
and open dialogue and it is thanks to this approach that it is able
to pursue the dual objective of creating economic value and
shared value for its stakeholders.

| *punieuro

Fornitori e
collaboratori
esterni



2. Group Profile

Unieuro’s mission is to combine the needs of today's customers with tomorrow's technological
solutions, thanks to the convenience of its products and services and the acceptance of its
people, the widespread presence, the vast assortment, as well as the ability to organise the
offer in a clear and relevant way. The corporate values that inspire the Group's activities are:

= PASSION in the desire to do, to grow, to anticipate;

= CLOSENESS both territorial and in the timely and accurate understanding of its
customers' needs;

» EXPERIENCE inherent in the history and tradition of Unieuro;

= COMMITMENT in activities, actions and towards the community.

Unieuro is today the largest omnichannel distributor of consumer electronics and home
appliances in Italy, thanks to a capillary network of 497 stores between direct (225) and
affiliates (272) throughout the national territory, to the digital platform, unieuro.it and to the
Monclick-e-tailer. Listed on the STAR segment of the Italian Stock Exchange since April
2017, the company has a staff of 4,573 employees, is based in Forli and has a logistic centre
centralised in Piacenza, with approximately 190 employees managing the warehouse at
dependencies of external cooperatives.

Employees by geographical region

Employees by'geographical m 28/02/2018 28/02/2017

region Woman Total Woman
Valle d'Aosta 7 10 17 7 10 17
Lombardy 371 311 682 331 291 622
Piemonte 213 275 488 205 266 a1
Trentino Alto Adige 18 12 30 18 16 34
Veneto 262 189 451 266 199 465
Friuli Venezia Giulia 49 57 106 49 57 106
Liguria 102 118 220 92 109 201
Emilia Romagna N° 418 370 788 348 317 665
Toscana 84 108 192 94 114 208
Abruzzo 28 31 59 7 6 13
Marche 134 113 247 48 51 99
Umbria 17 14 31 15 15 30
Molise 25 15 40 12 5 17
Lazio 421 365 786 265 252 517
Sardinia 57 62 119 59 62 121
Campania 19 9 28 15 10 25




Puglia 84 55 139 84 54 138
Basilicata 32 16 48 32 16 48
Calabria 11 15 26 11 15 26
Sicilia 33 43 76 34 45 79
Total 2,385 2,188 4,573 1,992 1,910 3,902

All the stores, both direct and affiliated, are distinguished by the Unieuro brand, one of the
most recognisable and established in the sector, which presents itself as the sole interlocutor
of a coherent communication ecosystem on all channels, online and off-line.

Through the various distribution channels - integrated and converging - in which it operates,
Unieuro markets a wide range of products conventionally divided into five product categories:

= GREY: includes products belonging to consumer electronics such as telephones,
smartphones, tablets, desktop or portable computers, cameras and video cameras;

= WHITE: includes both large domestic appliances such as washing machines and
refrigerators, and small appliances such as blenders and vacuum cleaners, as well as
products related to "home comfort"”, mainly fixed and mobile air conditioners;

= BROWN: consisting of televisions and related accessories, smart-TV devices and car
accessories, as well as memory systems such as CDs/DVDs or USB sticks.

= Other products: include entertainment-related products such as consoles and video games,
as well as all items sold by Unieuro that do not belong to the macro-categories of
consumer electronics and home appliances such as drones, bicycles and hover boards;

= Services: including home delivery, installation, collection of used items, extended
warranty, consumer credit services through financial intermediaries and after-sales
assistance.

In addition to the sale of products from third-party suppliers, Unieuro S.p.A. also markets
products with proprietary brands. This is particularly some lines of appliances, large and
small, produced by third-party suppliers that are marketed under the "Electroline” brand.

The subsidiary Monclick S.r.l. however, mainly deals with consumer electronics, home
appliances and home entertainment through two business lines: on the one hand direct sale to
the final consumer through the e-commerce platform and on the other hand the management
of online platforms of partner companies (e.g. banks and phone companies) for which
Monclick oversees the entire process that goes from the definition of the technological
structure of their e-commerce site connected to the main Monclick site, to the procurement of
products and the delivery and management of after-sales services.
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Unieuro is a member of the Aires Association (Italian Association of Retailer Specialised
Appliances), which brings together the main companies and distribution groups specialised in
consumer electronics and home appliances, in turn joining Confcommercio Imprese per
I'ltalia.

Unieuro is also associated with Confimprese, which groups primary operators with direct and
franchised distribution networks, regardless of the product sector in which they operate.

At a local level, it is finally associated with Confindustria Forli, Ascom Forli and Confapi of
Piacenza, to protect its interests in the territories in which the head office and the logistics hub
are located respectively.
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Shareholding and corporate structure

Until then wholly owned by the holding company Italian Electronics Holdings S.r.l. (IEH),
Unieuro S.p.A. was listed on the Stock Exchange on 4 April 2017 following an initial public
offering (IPO) through which the majority shareholder placed 35% of the share capital with
institutional investors, including the exercise of the greenshoe option.

The début in the Business Market represented an important step in the Company's history,
which set the conditions for continuing the expansion process in traditional and digital
channels, thanks to renewed visibility on the financial markets and the prestige and
transparency deriving from the listing on the STAR segment of the Italian Stock Exchange.

On 5 September 2017, IEH launched an accelerated bookbuilding transaction on a further
17.5% of Unieuro's share capital, after which IEH continued to maintain a relative majority
stake in Unieuro, corresponding to 47.99% of existing share capital.

Following the non-proportional demerger of IEH, announced on 17 October 2017, the share
capital at the end of the year is as follows:

Share capital of Unieuro S.p.A.
Share capital %

Rhone Capital (through Italian Electronics Holdings S.a.r.l.) 33.8
Dixons Carphone plc (through Alfa S.r.l.) 7.2
Silvestrini family (through Alexander S.r.l. and Victor S.r.l.) 4.7
Management Unieuro 2.3
Floating 52.0

The Unieuro Group, created following the acquisition of Monclick, consists of a parent
company (Unieuro S.p.A.) and the wholly owned subsidiary Monclick S.r.l, consolidated
starting from 1 June 2017.

Dialogue with shareholders

Following its Stock Exchange floatation, Unieuro guaranteed constant willingness for
dialogue and discussion with shareholders and potential investors thanks to the Investor
Relations function, structured and adapted to the needs of a company of its size.

In the first year of listing, Unieuro S.p.A. has been called to demonstrate that it can realise its
vision (continue to grow profitably enhancing the centrality of the customer and the
omnichannel opportunities), illustrated during the IPO and promotional activities were
organised to boost the largest possible coverage of the Unieuro stock by financial analysts and
maximum interest from institutional investors.
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In 2017/18, these activities resulted in the organisation of two half-yearly conference calls for
a public and direct comparison with the management on the half-yearly and annual results, in
the organisation of four roadshows in Italy and abroad and in the participation in four investor
conferences organised by financial intermediaries to promote the direct relationship between
companies and market operators.

The main issues that emerged in the talks with investors concerned the sustainability of the
business in light of a highly competitive market and the growing penetration of e-commerce,
with the consequent pressure on operators’ margins. Great interest was placed on the
Company's external growth transactions, as well as on its ability to generate profits and cash,
thus rewarding capital.

For the benefit of a wide range of external stakeholders, the unieurospa.com corporate website
was also launched, focusing on the description of the Unieuro business and strategies and the
collection point for the mandatory corporate documentation. This was in addition to the
activity of institutional communication on the social media LinkedIn.

Main risks of a non-financial nature

In consideration of the activities carried out by Unieuro and the characteristics of the
reference market, the non-financial risks currently encountered are mainly attributable to the
areas presented below. In the individual chapters of the Statement the policies adopted and the
activities carried out by the Group for their correct management will be described.

Environment

The Group companies operate in the retail sector of small and large household appliances,
mainly through the retail and e-commerce channel, where there are environmental risks
related above all to compliance with the relevant legislation, which could imply limitations on
business activity or significant additional costs. Among these, there is the risk of incorrect
disposal of waste, in particular of the so-called WEEE (Waste Electrical and Electronic
Equipment). Unieuro is in fact among the subjects that are obliged to the free collection of
WEEE, as well as the possession of the technical requirements for carrying out the activities
of preliminary deposit, collection, subsequent transport and conferment.

Clients

As a retail distributor of consumer goods, the Group is exposed to the risk of actions for
product liability pursuant to the provisions of the Consumer Code (Legislative Decree no.
205/2006). The sale by suppliers of products harmful to the health of citizens or not in line
with European standards in terms of safety or quality of products, albeit governed by
framework agreements and subject to certification by third parties, could in fact expose
Unieuro to the risk of claims for compensation for damages caused by defects in products
sold and negative repercussions on the Group’s reputation with possible negative effects on
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its economic, asset and financial situation. Likewise, Unieuro could be exposed to reports to
consumer associations or the Competition and Market Authority (AGCM) for complaints on
various accounts.

Being particularly active in online sales, further potential risks are related to online attacks
and the cloning of customer credit cards or personal data, but also from malfunctions or
interruptions of computer systems. Unieuro is in fact exposed to the risk of negative
repercussions on the perception of the quality of the e-commerce service offered, caused by
potential cyber frauds perpetrated by third parties. Likewise, it is exposed to the risk that the
personal data of customers and subjects with whom the Company entertains relationships
might be damaged, stolen, lost, disclosed or processed for purposes other than those
permitted.

Personal

The Group's results and success depend, among other things, on the ability to attract and
retain qualified personnel and those who have held key positions in the business development
stages. The loss of some of these resources could in fact affect, at least temporarily, Unieuro's
competitive ability, activity and prospects, with possible negative effects on its business.

Further risks are related to the performance of the work in line with the Group's business,
which can therefore be attributed to accidents, mainly deriving from manual handling of
warehouse loads at the goods storage sites (central warehouse located in Piacenza, for
employees of external cooperatives, or individual stores of the various stores) and/or
occupational diseases.

Other risks related to the health and safety of personnel may derive from malicious events,
structural problems of the buildings where the Company's stores are located or environmental
pollution.

Corruption

Among the activities identified by the Company as potentially susceptible to corruption, we
highlight the relationships that the company may have with the authorities and public officials
for the opening of new stores, for the organisation of promotional events or during tax audits.
There may also be incidents of corruption during inspections on health and safety at work, on
the protection of personal data or on the correct disposal of waste.

Risks of corruption among individuals can instead be generated in the relationships
established for the identification of the properties for the sales outlets and in the definition of
the related contractual conditions, in relations with third parties in situations of litigation
undertaken against the Company as well as in the negotiation of contracts of purchase with
suppliers, to obtain advantageous conditions as well as during the verification of customs
formalities.
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Supply chain

Unieuro markets a wide range of products supplied by a large number of third parties,
including the leading global manufacturers of home appliances and consumer electronic
goods. Almost all the products marketed by the Group, as widely happens in the reference
market, are produced in countries at risk of political, economic and social instability or
potentially subject to possible import restrictions. The Group's success also depends on its
ability to maintain lasting commercial relationships with these suppliers: otherwise, it could
have an impact on the company's reputation and operations, with possible negative
repercussions on its economic, equity and financial situation. For the risks related to the
products sold, please refer to the "Customers™ section of the aforementioned paragraph.
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3. Governance

Unieuro has adopted a so-called traditional management system, which enhances the role of
the Board of Directors as an executive body while the audit function is delegated to the Board
of Statutory Auditors. The Company's corporate bodies are the Shareholders’ Meeting, the
Board of Directors and the Board of Statutory Auditors, whose powers and operating methods
are governed by law, by the Articles of Association and by the resolutions adopted by the
appropriate bodies, as the case may be.

The Board of Directors has set up three internal committees with consultative and proposing
functions, the Remuneration and Appointments Committee and the Control and Risk
Committee, as well as a Related Party Transaction Committee that is assigned the tasks and
functions provided for by the Consob Related Parties Regulation.

On 12 December 2016, the Company's Shareholders approved the adoption of a new company
by-laws; for more information on the Governance system, please refer to the Corporate
Governance Report and ownership structure as of 28.02.2018.

Board of Directors

The management of the Company is entrusted to a Board of Directors, pursuant to art. 12 of
the Articles of Association, consisting of an odd number of members of not less than seven
and not more than fifteen. The meeting determines the number of members of the Board of
Directors from time to time, before their appointment, and within the limit indicated above
may increase during the term the number of directors who terminate their mandate together
with those in office. Directors remain in office for the term set by the shareholders’ resolution
appointing them, subject to a maximum of three financial years and are re-eligible for office.
The members of the Board of Directors must possess the requisites of professionalism and
honourableness provided for by the regulations, also regulatory, in force and a minimum
number, not less than that established by the pro tempore legislation in force, must meet the
independence requisites prescribed by the applicable provisions.

The Company's Articles of Association provide that the appointment of directors takes place
through the list voting mechanism and that the current Board of Directors as well as the
shareholders who alone or in concert represent the percentage of share capital required by
applicable laws or regulations are entitled to submit lists. Art. 14 of the Articles of
Association also provides that if, after the vote and the application of the preceding paragraph
a gender balance is not achieved as provided for by the applicable legislation and regulations,
the candidate from the most represented gender elected last in order from the list with the
highest number of votes will be excluded and replaced by the first unelected candidate in
numerical order on the same list and from the least represented gender. If fewer candidates are
elected based on the lists submitted than there are directors to be elected, the remainder will
be elected by the shareholders’ meeting, which will ensure that the minimum number of
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independent directors are elected and that the gender balance required under applicable
legislation and regulations is achieved.

If no lists are submitted or if the directors are not appointed for any reason in accordance with
the procedures established herein, the shareholders’ meeting will act according to the
statutory majority, in compliance with any minimum allotment ratio between genders (male
and female) provided by law and regulations.

Members of the Board of Directors

Currently, the Board of Directors of Unieuro S,p,A., appointed on 12 December 2016 and
subsequently supplemented on 6 February 2017, is made up of 7 directors including one
executive director and six non-executive directors who will remain in office until the
Shareholders' Meeting to be called for the approval of the Company's financial statements for
the year ended 28 February 2019. In relation to its composition and representation of both
genders, it should be noted that, only starting from its first renewal, the voting provisions
contained in the Articles of Association will apply.

Members of the Board of Directors

Assignment Age | Gender Type Independence Membership of groups of stakeholder
Chairman 67 M

Chief Executive Officer 58 M Executive

Director 64 M Non-Executive Rhone Capital

Director 41 M Non-Executive Rhone Capital

Director 73 M Non-Executive

Director 69 M Non-Executive Independent

Director 49 M Non-Executive Independent

Age range

under the age of 30

28/02/2018
Woman

28/02/2017
Woman

Between 30 and 50 years

age over 50 years

Total

CONTROL AND RISK COMMITTEE

The Control and Risk Committee, appointed by the Board of Directors, has the task of
assisting the Board of Directors with preparatory, advisory and consultative functions, in
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evaluations and decisions relating to the internal control and risk management system, as well
as those concerning the approval of periodic financial reports.

Remuneration and Appointments Committee

As a Remuneration Committee, the task is to assist the Board of Directors with preparatory,
advisory and consultative functions, in evaluations and decisions relating to the remuneration
policy of directors and managers with strategic responsibilities, evaluating periodically the
adequacy, the overall consistency and the concrete application of the remuneration policy.

As an Appointment Committee, the task is instead to assist the Board of Directors in
preparing the criteria for the designation of its members and to formulate opinions on the size
and composition of the same. The Committee also formulates assessments on the designations
of the managers and members of the corporate bodies and bodies.

The members and the Chairman of the Committee are appointed by the Board of Directors.
Committee for Transactions with Related Parties

The Related Parties Committee, appointed by the Board of Directors, mainly has the task of
formulating specific reasoned opinions on the interest of Unieuro in the performance of
Transactions with Related Parties, whether these are of greater or lesser importance,
expressing a judgement regarding the convenience and substantial correctness of the relative
conditions, upon receipt of timely and adequate information flows.

Board of Statutory Auditors

The Board of Statutory Auditors is appointed by the ordinary Shareholders' Meeting of the
Company, pursuant to articles 21 and 22 of the Articles of Association, through a transparent
procedure that guarantees, among other things, adequate and timely information on the
personal and professional characteristics of the candidates for the position. As long as the
Company's shares are listed on an Italian regulated market or other member states of the
European Union, the board of statutory auditors is elected by the ordinary shareholders'
meeting on the basis of lists presented by shareholders and ensuring gender balance according
to the provisions of legal and regulatory provisions pro tempore in force. If the balance
between the genders is not insured according to the provisions of current legislation, the
necessary substitutions will be carried out according to the progressive order in which the
candidates are listed.

Statutory Auditors remain in office for three financial years. Their term of office expires on
the date of the shareholders’ meeting convened to approve the financial statements for their
third year in office.

Members of the Board of Statutory Auditors
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Currently the Board of Statutory Auditors is composed of 5 statutory auditors including the
Chairman, two standing statutory auditors and two alternate auditors. As for the Board of
Directors, the new voting forecasts contained in the Articles of Association will be applied
starting from its first renewal.

Compensation of the Board of Statutory Auditors
Assignment Age Gender

Chairman 42 M
Statutory Auditor 52 M
Statutory Auditor 51 M
Alternate auditor 45 M
Alternate auditor 67 M

Members of the Board of Statutory Auditors by age group

28/02/2018 28/02/2017
Age range
Woman Woman
under the age of 30 - - 0 - - 0
Between 30 and 50 years 4 - 4 4 - 4
N°
age over 50 years 1 - 1 1 - 1
Total 5 0 5 5 0 5

Organisation, Management and Control Model and corporate regulatory system

Unieuro S.p.A. is sensitive to the need to ensure fairness and transparency in the conduct of
business and related business activities, to protect its image and reputation, the expectations
of its stakeholders and the work of its employees.

The Company therefore has an Organisation, Management and Control Model pursuant to
Legislative Decree no. 231/2001 (hereinafter also "Model 231"), suitable for preventing
unlawful conduct on the part of its directors, employees and collaborators subject to
management or supervision by the Company. Although the adoption of the Model 231 at the
time of its adoption did not constitute an obligation, but an optional choice assigned to each
individual body, the Company decided to adapt by launching a project to analyse its
organisational, management and control tools, verify the correspondence of the behavioural
principles and of the existing safeguards with respect to the requisites envisaged by
Legislative Decree no. 231/2001 and, where necessary, proceed with the integration of the
system in force. Through the adoption of the Model 231, Unieuro S.p.A. intends to prevent
and combat the commission of crimes and to promote a corporate culture based on legality,
compliance with regulations and internal regulations.

- 85-



To guarantee the effective implementation of the models, a Supervisory Body (SB) has been
appointed that verifies the implementation and effectiveness of Model 231. An e-mail address
was also set up to send any reports of non-compliance or violation of Model 231:
odv@unieuro.com.

To share values, principles and behavioural rules with their collaborators and communicate
them to all other stakeholders in order to build a transparent reality geared towards
compliance with ethical and behavioural standards, the Company has also adopted a Code of
Ethics in which it requires its employees and collaborators to operate in compliance with the
laws in force, professional ethics and internal regulations, in no way justifying conduct
contrary to the principles of fairness and honesty. Unieuro's success cannot be separated from
ethics in the conduct of business and, consequently, the competitive context in which it
operates must be inextricably linked with ethical sensitivity, social involvement and respect
for the environment.

The fight against corruption

As required by the Code of Ethics, no employee must directly or indirectly accept, solicit,
offer or pay sums of money or other benefits, even as a result of illicit pressures. Unieuro
does not tolerate any kind of bribery of public officials, or any other party connected with
public officials, in any form or manner, in any relevant jurisdiction, including those where
such activities are permitted in practice or not prosecuted.

In addition to the principles and rules of conduct outlined in the Code of Ethics, the
Organisational, Management and Control Model identifies the so-called "sensitive" activities
to the offences referred to in Legislative Decree no. 231/2001, including the crime of
corruption, and defines specific control measures to support the instrumental processes
deemed to be exposed to the potential risk of commission of offences. A system of sanctions
is also adopted aimed at ensuring the effective implementation of Model 231 and outlining
information and training activities on the contents of the same which in the last financial year
involved 2,390 employees, excluding the members of the Board of Directors. The training
course is provided in the classroom with regard to the top managers (Directors and Area
Managers) and through the e-learning platform for the remaining employees.

Performance indicators

During the risk assessment activities carried out by the Company during the 2016/17 financial
year in order to identify "sensitive" activities and processes deemed to be exposed to the
potential risk of commission of offences, ten processes were mapped, of which seven were at
risk of commission of the crime of corruption. At the same time, the related procedures and
controls were defined.

During the 2017/18 financial year, no reports were found for the Group that concerned
incidents involving corruption.
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4. Employees
Personnel Management

The Unieuro Group employs 4,573 resources, up 17.2% compared to the previous year
following the acquisition of Monclick, the acquisition and subsequent relaunch of a total of 41
stores previously managed by competitors, as well as the opening of 7 new direct sales
outlets.

Employees are divided between business activities (clerks, cashiers, storekeepers and store
managers), amounting to 4,237 employees, and support activities (employees, specialists,
coordinators, managers, director of headquarters functions (Finance and Control,
Commercial, Omnichannel, Marketing, Property, Technical Office, Human Resources, IT,
Logistics, Service, Customer Care and Sales), equal to 336 employees. The majority of the
resources, 86%, are employed on permanent contracts, guaranteeing the Group the possibility
to retain qualified personnel within the company.

Effective employee management is central to Unieuro's success. The competence and
commitment that every single individual dedicates to company activity are at the base of the
competitive advantage achieved by the Group, to the point of considering the costs for
professional growth and training among the most significant investments in intangible capital.
This and other essential aspects for the dissemination of a real shared culture are conveyed by
the Code of Ethics, addressed to all employees and approved by the Board of Directors, in
which the Group establishes the principles of equal opportunities and non-discrimination,
health and safety of workers, prevention of corruption risk and conflict of interest, correct
remuneration policies and, finally, the centrality of employee orientation towards the client.
All personnel management policies are also defined in the utmost compliance with the applied
National Collective Labour Contract and of the current labour regulations.

In particular, the Company requires all the functions responsible for processes or procedures
concerning personnel management to:

adopt selection criteria based on merit and competence;

select, hire, train and remunerate employees without discrimination;

comply with employment laws and standards.

guarantee the physical and moral integrity of the collaborators;

guarantee the right to working conditions that respect the dignity of the person.

Through the e-mail address established with the Supervisory Body as the recipient,
communicated to all employees, it is possible to send reports for violations of the Code of
Ethics or Model 231. This tool allows to establish a direct dialogue with the supervisors and
guarantees the anonymity of the reporter.
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Unieuro has formalised a system that provides annual assessment interviews and direct
interviews with store personnel by store managers and, informally, the Area Managers, during
which employees can report any problems in a climate of open dialogue and mutual
exchange.

Performance indicators

Employees divided by age group, gender and function

Eles 28/02/2018 28/02/2017

Woman Total Woman Total

Employees employed in support functions 188 148 336 152 122 274

under the age of 30 10 22 32 7 15 22

Between 30 and 50 years 150 112 262 112 92 204

age over 50 years 28 14 42 33 15 48
Employees employed in business activities N° 2,197 2,020 4,237 1,840 1,788 3,628
under the age of 30 355 235 590 248 163 411
Between 30 and 50 years 1,606 1,628 3,234 1,335 1,434 2,769

age over 50 years 236 177 413 257 191 448
Total 2,385 2,188 4,573 1,992 1,910 3,902

Number of employees by type of contract and geographical area®.

Eles . 28/02/2018 28/02/2017

Man Woman Total Man \ Woman Total

Fixed-term contract 364 265 629 242 176 418
North 239 166 405 170 120 290

Centre 113 93 206 60 48 108

South and Islands 12 6 18 12 8 20
Permanent contract N° 2,021 1,923 3,944 1,750 1,734 3,484
North 1,201 1,176 2,377 1,146 1,145 2,291

Centre 543 507 1,050 369 390 759

South and Islands 277 240 517 235 199 434
Total 2,385 2,188 4,573 1,992 1,910 3,902

2 The subdivision by geographical areas is distributed as follows:

North: Valle d'Aosta, Piedmont, Lombardy, Trentino Alto Adige, Friuli Venezia Giulia, Veneto, Emilia Romagna, Liguria
Centre: Tuscany, Marche, Umbria, Lazio

South and Islands: Sicily, Sardinia, Campania, Puglia, Basilicata, Molise, Abruzzo, Calabria




Diversity, equal opportunities and respect for human rights

Unieuro guarantees respect for diversity at all stages of personnel selection, ensuring that
there is no room for discrimination on the grounds of race, sex, nationality, sexual orientation,
social status, physical appearance, religion and political orientation. To ensure compliance
with these principles, the Company has adopted specific selection procedures based on the
principles of impartiality, speed and economy in the performance of the selection and
selection publication process. The processes are based on the adoption of objective and
transparent criteria, suitable to ascertain the correspondence of the professional skills, abilities
and aptitudes of the candidates to the characteristics of the positions to be filled, avoiding any
type of discrimination. Moreover, for the selection of managerial or executive profiles,
Unieuro can use companies specialised in personnel selection to guarantee greater impartiality
and objectivity in the selection.

In addition to the selection process, the Company undertakes to respect diversity and equal
opportunities at every stage of the relationship with its employees by adopting criteria based
on merit and competence also in remuneration policies. The Group's commitment is enshrined
in the Code of Ethics, where it is reiterated that the physical and moral integrity of employees
is considered a primary value for the Group, which aims to ensure for its employees the right
to working conditions that are always mindful of the dignity of the person.

This commitment took the form of training courses for managers in the course of the 2017/18
financial year, focused on personnel management and labour regulations and aimed at
guaranteeing all workers the same opportunities, so that everyone can enjoy fair treatment
based on merit criteria and strict compliance with the law.

With regard to targeted placement, the company interacts with the various provincial officials
to activate agreements aimed at the inclusion and real integration of workers in protected
categories.

Confirming the Group's commitment to equal opportunities, female presence within the
company is 48%. The age group that is composed of the largest number of employees is
between 30 and 50 years for both female and male staff. During the last financial year, 1,635
resources were also included, of which 42% were women, with a prevalence of the under-30s
age group.

Furthermore, the Group has activated a series of contracts of employment, prevalently to
female personnel, in order to promote work-life balance.

On the other hand, with regard to the indicators referring to staff salaries, for the managerial
levels there is a higher value for the female gender, both for the basic salary and for the
remuneration with a difference of the two values increasing compared to 2016/17. By
contrast, on the other hand, at the level of middle managers and employees, the value is
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higher for the male gender with an increasing difference for the executive levels and in
substantial stability with regard to employees.

Performance indicators

Employees divided by age group, gender and level.

Eles 28/02/2018 28/02/2017
Woman Total Woman Total
Executives 18 2 20 10 1 11
under the age of 30 - - - - - -
Between 30 and 50 years 14 2 16 5 1 6
age over 50 years 4 - 4 5 - 5
Middle managers 44 14 58 48 9 57
under the age of 30 - - - 0 - -
Between 30 and 50 years 36 11 47 37 5 42
age over 50 years 8 3 11 11 4 15
Office workers 2,323 2,171 4,494 1,934 1,899 3,833
under the age of 30 . 365 257 622 255 178 433
Between 30 and 50 years N 1,706 1,727 3,433 1,405 1,520 2,925
age over 50 years 252 187 439 274 201 475
Factory workers - 1 1 - 1 1
under the age of 30 - - - - - -
Between 30 and 50 years - - - - - -
age over 50 years - 1 1 - 1 1
Total 2,385 2,188 4,573 1,992 1,910 3,902
under the age of 30 365 257 622 255 178 433
Between 30 and 50 years 1,756 1,740 3,496 1,447 1,526 2,973
age over 50 years 264 191 455 290 206 496

Employees divided by type of employment and gender.

28/02/2018 28/02/2017
Employees
Woman Woman
Full-time employees 1,844 1,100 2,944 1,505 910 2,415
Part-time employees | N° 541 1,088 1,629 487 1,000 1,487
Total 2,385 2,188 4,573 1,992 1,910 3,902




New hires, by age group, gender and geographical area.

Number of new hires 28/02/2018 28/02/2017
Woman Woman

North 317 232 549 170 121 291
under the age of 30 217 149 366 140 88 228

Between 30 and 50 years 97 7 174 25 31 56

age over 50 years 3 6 9 5 2 7
Centre 330 237 567 182 125 307
under the age of 30 225 153 378 148 92 240

Between 30 and 50 years 102 78 180 29 31 60

age over 50 years i 3 6 9 5 2 7
South and Islands " 294 225 519 147 106 253
under the age of 30 184 129 313 122 79 201

Between 30 and 50 years 103 84 187 20 25 45

age over 50 years 7 12 19 5 2 7
Total 941 694 1,635 499 352 851
under the age of 30 626 431 1,057 410 259 669
Between 30 and 50 years 302 239 541 74 87 161

age over 50 years 13 24 37 15 6 21

Employees who have left the company, by age group, gender and geographical area.

Employees who have left the company 28/02/2018 28/02/2017
Woman Total Woman
North 238 186 424 134 131 265
under the age of 30 159 111 270 82 52 134
Between 30 and 50 years 68 69 137 43 69 112
age over 50 years 11 6 17 9 10 19
Centre 142 93 235 30 25 55
under the age of 30 67 45 112 10 6 16
Between 30 and 50 years | N° 68 43 111 19 18 37
age over 50 years 7 5 12 1 1 2
South and Islands 12 14 26 15 10 25
under the age of 30 4 5 9 4 4 8
Between 30 and 50 years 7 9 16 11 6 17
age over 50 years 1 - 1 - - -
Total 392 293 685 179 166 345




under the age of 30 230 161 391 96 62 158

Between 30 and 50 years 143 121 264 73 93 166

age over 50 years 19 11 30 10 11 21

Turnover rate

28/02/2018 28/02/2017
Turnover rate
Woman Woman Total
Inbound turnover rate 31,0% 24,2% 27,8% 12.5% 9.6% 11.1%
%
Outgoing turnover rate 16.6% 13.5% 15.1% 9.0% 8.7% 8.8%

Gender relationship between the average basic salary and the average remuneration divided by level.

Emplovees by level® 28/02/2018 28/02/2017

Ploy y Basic salary Fees Basic salary Fees
Executives 76% 76% 87% 99%
Middle managers % 126% 130% 106% 113%
Office workers 117% 118% 116% 118%

The significant increase registered by Inbound turnover rate in FY 2017/18 compared to FY
2016/17 (+16.7 percentage points) was related to the high number of hirings due to the assets
acquisition from Andreoli S.p.A. (293 employees) and Gruppo Cerioni S.p.A. (233
employees).

Still referring to the increase in Ingoing and Outgoing turnover rates, it is noted that Unieuro
S.p.A. needs to replace salespeople involved in new colleagues training activities, who are in
business trip for long periods during the year.

Il tasso di turnover in uscita & a sua volta stato influenzato dall’allargamento del perimetro
aziendale, il quale ha comportato il ricorso a personale di vendita temporaneo nei negozi, in
sostituzione provvisoria dei dipendenti impegnati nella formazione dei nuovi colleghi.

30 The figure is calculated as the ratio between total income/expenses and total employees in the reference year.

31 The figure is calculated as the ratio between the average basic salary of men over that of women and between the average remuneration of
men over that of women.

32 The value for the "Workers" level is not reported as it is made up of only one resource.




Staff training and career development

Training activity represents the instrument on which Unieuro bases its competitiveness and
professionalism, which over the years has become an essential strategic lever for developing
the potential of resources, creating a homogeneous corporate identity and culture,
accompanying professional development paths and supporting business changes. Every year,
Unieuro devotes important resources to the professional growth of employees through direct
teaching, webinars, conferences, tutoring, simulations, training on the job, e-learning and
staff training.

In addition to the compulsory training courses (Health and Safety, Model 231, Privacy), the
Group offers managerial and professional training courses, both for store and head office
staff. In 2017, the historical partnership that the Group has with the Bocconi School of
Management (SDA Bocconi) was confirmed for training for the managers of the sales outlets,
Area Managers and head office management. The inclusion of employees in the company and
their professional growth are supported through targeted training actions, activating insertion
paths for new recruits, programs to support continuous updating on the product news of the
various product categories (staff training) and to improve Client reception. Among the
training tools made available is the portal dedicated to training, "TrainUp!", through which it
is possible to register for the courses, to trace all the training/informative initiatives and to
collect satisfaction questionnaires on the initiatives carried out.

To complete the training offer, since 2009 a company Academy has been active for new store
managers and affiliated entrepreneurs. Participants, who are identified through an internal
candidacy process, assessment centres and individual interviews, participate in on-the-job and
classroom training that lasts 6 months.

During the 2017/18 financial year, 24,629 hours of training were provided, to 2,104
employees, with a slight decrease of 5% compared to 2016/17.
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Performance indicators

Hours of training provided

Hours of training by gender and function

Employees employed in support functions

Employees employed in business functions

Total

hours

28/02/2018 28/02/2017
Man Woman Total Man Woman Total
612 40 652 901 285 1,186
16,502 | 7,475 | 23,977 | 15,729 9132 24,861
17,114 | 7,515 | 24,629 | 16,630 | 9,417 | 26,047

Employees involved in training activities broken down by gender and function®

Number of employees involved by gender and function

Employees employed in support activities

Employees employed in business activities

Total

28/02/2018 ‘ 28/02/2017
Man Woman Total Man ‘ Woman  Total
39 5 44 93 45 138
1,399 661 2,060 3100 2,412 5,512
1,438 666 2,104 3,193 2,457 5,650

Hours of training b

Hours of training by type

Products

Management development

Marketing

Inclusion of newly hired employees in the company

Security (81/2008)

Client reception

Total

Hours

28/02/2018 28/02/2017
17,419 18,134
3,544 2,804
1,448 192
1,248 272
970 1,997
- 2,648
24,629 26,047

Hours of training per capita divided by gender, level and function
Average hours of training per capita by gender

and category of employees

34

Employed in support functions

Employees in business functions

Executives Hours/

N.

Middle managers

Office workers

Total employees

28/02/2018 28/02/2017

Woman Total Woman Total
3.26 0.27 1.94 5.93 2.34 4.33
751 3.66 5.66 8.55 511 6.85
2.67 - 2.40 5.00 - 4.55
19.45 5.14 16.00 18.58 21.44 19.04
6.98 3.43 5.26 8.11 4.86 6.50
7.18 3.43 5.39 8.35 4.93 6.68

3
participated.

3 The figure refers to the sum of the employees who participated in the training courses multiplied by the number of courses in which each

4 The figure is calculated as the ratio between the training hours provided and the total number of Group employees divided by gender,

level and function.
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Performance evaluation

The individual performance evaluation system adopted by Unieuro examines the
organisational and professional behaviours implemented by the individual employee in light
of the role held in the company, with the aim of:

= directing his performance and development towards corporate objectives and
professional behaviour towards the corporate organisational culture;

= highlight the need for training and develop its potential;

= strengthen his strengths and intervene on areas for improvement;

= to develop a sense of belonging and identification in the company mission;

= to build an organisational culture based on results and merit;

= collect feedback.

Evaluation cycles are managed by a specific portal, which monitors all phases and can be
accessed at any time by all employees. The performance evaluation interviews are individual
and involve the collaborator with their manager.

The evaluation process is currently extended to all organisational roles. In the 2016/17
financial year, 3,733 people were assessed, corresponding to 96.7% of the company
population (97.5% of men and 95.9% of women).

At the same time, Unieuro is committed to creating a work environment open to dialogue and
discussion, both on professional and personal issues. All employees and collaborators may,
for any need, contact their direct manager, or the HR function at any time, by direct contact,
by phone or by e-mail.

Performance indicators

Performance evaluation

. . 28/02/2017%

Professional categories u.m.

Man Woman Total
Executives 100 100 100
Middle managers 100 100 100
Office workers % 97.4 95.8 96.6
Factory workers - 100 100
Total 97.5 95.9 96.7

3 The figure posted as at 28/02/2017 is related to the performance appraisals for the period 01/03/2016 - 28/02/2017. For the period
01/03/2017 - 28/02/2018 the Company intends to pursue the same objectives as the previous year, but it will be possible to calculate the
quantitative and qualitative data not before the month of September 2018 (end of the evaluation cycles business).
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Health & Safety

For Unieuro, health and safety at work are essential values for the sustainable, effective and
lasting development of one's own business organisation. In particular, the Group undertakes to
ensure working conditions that guarantee respect for the physical and moral integrity of
workers, paying particular attention to the risks associated with carrying out activities in the
workplace and deriving from the external environment.

The policies aimed at mitigating the risks have been structured and formalised on the basis of
the internal management models used by the company, or the Model 231 and the related
verification protocols, in compliance with Legislative Decree no. 81/2008. In order to
correctly comply with the dictates of the afore-mentioned Decree, the Company also has the
task of promoting the culture of safety within the company through appropriate information
and training actions towards all staff at different levels of the organisation. During the year,
970 hours of training in health and safety at work were therefore carried out.

In addition to training activities, the Company provides its personnel with personal protection
equipment (PPE), also aimed at mitigating the risk of accidents in the workplace, with the
main reference to the activities carried out at the sales outlets. In 2006 it also set up a special
"Help Desk™ portal, accessible from all sales outlets and centrally managed by the Technical
and Services Office, which also aims to collect complaints from employees and customers
about possible violations of the safety rules.

The Group's commitment to ensuring optimal levels of health and safety management of its
employees is also evidenced by the number of recorded accidents, which stood at a level in
line with the previous year despite the increase in employees and points sale. At the same
time, the accident indexes show the low magnitude of the episodes that occurred during the
period.

Although not under the direct control of Unieuro, the accident indices of external
collaborators, employees of the cooperatives operating within the logistics centre of Piacenza,
are also reported.

Performance indicators

Accidents by type and gender and accident indices

Employees

28/02/2018%

Woman

28/02/2017
Woman

Accidents

50

40

90

53

38

91

at work

35

24

59

36

19

55

ongoing

15

16

31

17

19

36

36
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With regard to the subsidiary Monclick S.r.l. there was only one ongoing accident related to an employee.




Deaths - - - - - -

at work - - - - - -

ongoing - - - - - -

Cases of occupational diseases - - - - - -

Accident indexes

. . 28/02/2018 28/02/2017
Accident indexes®
Woman Woman
Lost working hours rate 1.99 1.86 1.93 1.87 1.66 1.78
Absentee rate 0,13% 0,10% 0,11% 0,10% 0,11% 0,11%
Rate of occupational diseases (ODR) - - - - - -
Accident rate (IR) 13.26 14.11 13.62 16.05 14.89 15.54

Accidents of external collaborators by type and gender and accident indices

External collaborators 28/02/2018 28/02/2017
Accidents 14 7
at work 13 7
ongoing 1 -
N°
Deaths . B
at work . B
ongoing . B

Accident indexes

Accident indexes? 28/02/2018 28/02/2017
Accident rate (IR) 32.18 20.78
37

Lost working hours rate: (total number of hours lost by accidents/total hours worked) * 1,000

Absentee rate: (absence days per employee / working days in the period)

Rate of occupational diseases (ODR): (total number of occupational diseases/total hours worked) * 200,000
Accident Rate (IR): ((total number of accidents + total number of deaths)/total hours worked) * 1,000,000



Relationship with the trade unions

The quality of union relations is a major issue for Unieuro, in order to have a positive and
constructive dialogue with workers' representatives. Over the years, Unieuro has always
practised a policy of mutual exchange and frank and transparent dialogue with trade unions,
both national and regional, signing second level agreements or solidarity contracts, comparing
and presenting the results of the company or individual stores and data relating to staff.

During the 2017/18 financial year, the Company signed two second level agreements with the
union parties - on 13 March 2017 and 12 April 2017 - which regulate aspects such as the
incentive system, labour relations and Sunday work, the latter with the aim of sharing the
organisational and methodological principles aimed at guaranteeing the necessary supervision
at the point of sale on Sundays of opening in respect of a fair rotation among workers and
guaranteeing a long-term planning of Sunday openings. During the same period, a solidarity
contract was signed between the parties aimed at managing redundant staff at certain sales
outlets. Specific agreements on video surveillance were signed on the territory.

Unieuro, in compliance with the provisions of the law and in line with the CCNL of reference,
in the case of organisational changes, for example in the case of transfer of workers with
executive management responsibilities that determine a change of residence, agrees with its
collaborators the timing of notice for such transfer and, if there is no agreement between the
parties, respects the provisions of art. 170 of the CCNL that grants a written notice of 45 days
or 70 days for those who have family dependants.

Performance indicators

Employees covered by collective bargaining agreements®
Employees 28/02/2018 28/02/2017

Number of employees covered by collective bargaining agreements 4,534 3,902
Total employees 4,573 3,902
Coverage rate 99% 100%

38 Relating to the 11 level agreements signed on 13 March and 12 April 2017, which do not include the subsidiary Monclick S.r.I.
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5. Company

Customers

In a market characterised by an ever-increasing level of competition, the creation of a lasting
relationship with customers is closely related not only to the breadth of the offer and
accessibility of products, but also to the ability to establish a relationship of trust and offer a
quality service, close to the customer. The Unieuro approach is therefore focused on the
satisfaction and protection of its customers, with particular attention to those requests able to
improve brand reputation and to promote a real increase in the quality of the service
provided.

As required by the Code of Ethics, the Company operates with the aim of ensuring that all
relations with customers are based on full transparency, fairness and professionalism and
compliance with the law, with particular reference to the provisions on anti-money
laundering, anti-usury and transparency. Thanks to these principles, the cornerstone of its
business model, Unieuro is able to adequately manage the needs and expectations of its
customers, responding promptly to any reports or complaints, always offering a transparent
and quality service.

Unieuro's service model is designed and developed in light of the Group's strategic vision,
which includes not only the continuous profitable growth of the business but also the
enhancement of the customer's centrality and the omnichannel opportunities, each declined in
all contact points through which the Company relates every day with its end customers.

In particular, proximity to the customer means proximity, or the ability to reach as many
customers as possible, both thanks to the capillarity of the network of stores, now close to 500
stores, and thanks to the integration of the platform unieuro.it in the digital ecosystem,
combining the functions offered by search engines and exploiting the interaction with the
main social networks, from home, via mobile and near the store itself. From an omnichannel
point of view, proximity also translates into the "click and collect” project: the withdrawal
system at the physical sales outlets of products purchased by customers on the online channel.
Unieuro is in fact one of the first companies to have sensed the potential to use the over 380
collection points, selected among its sales outlets, for orders placed via the web, thus further
getting close to its customers, avoiding additional costs of delivery, waiting times and delays.
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Quality of services and customer centricity

In pursuing its commitment to social responsibility, the Group acts in full compliance with the
obligations arising from external regulations, without ever forgetting the needs and
expectations of customers and the entire community. Customer satisfaction cannot be
separated from the management and development of Customer Satisfaction that the Group
monitors thanks to specific indicators, including:

» abandonment rate;

* number of calls managed per hour;

« number of*® incoming tickets;

* management time/resolution of incoming tickets;
» sample check of the quality of tickets and calls;

» verification of online order allocations.

Based on the analysis and monitoring activities of the Customer Care function, the Group has
identified, among the main problems, the inefficiencies related to the delivery of products at
home and the lack of adequate availability of products during particularly successful
advertising campaigns and promotional activities. Thanks to the information gathered,
Unieuro has developed a corrective action plan that will result in an order management
project to optimise inventory stocks and respond to customer requests quickly and effectively.

Regarding Monclick, the Customer Care function monitors the performance in terms of e-
mails and phone calls managed on a daily basis compared to those received from its team of
operators, with the help of automatic reports and observation of the operating manual and
under the constant supervision of management. During the year, against around 15 thousand
e-mails and 5 thousand calls received monthly, the Care Team managed to handle 90% and
86% respectively. The team also takes care of all aspects related to customer management and
care during the purchase process, from pre-sale product insights to the aid for browsing the
web, from the completion of the transactions to the updating of information related to the
tracking of shipments up to the management of any issues with the order.

Health and safety of consumers

Unieuro's strength, in addition to the competitiveness and the level of service offered, is also
based on the level of trust that customers develop towards the products sold. For this reason,
the Group is committed to ensuring the highest level of quality and protection of consumers,
both in terms of safety of the product sold, and from the point of view of protection of the
data and information collected.

The trust in the product is protected first of all thanks to the procurement from suppliers of the
highest profile, often international, whose quality and reliability are a fundamental part of

39 Communication tool with the customer by completing an online form available on the Company's website.
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their positioning as market leader. The conformity of the products with the laws and
regulations on safety is, moreover, periodically verified by means of sample checks by the
external authorities, in order to evaluate their real characteristics and certifications in the light
of the European RoHs Directive (Restriction of Hazardous Substances Directive), laying
down specific rules concerning the restriction on the use of hazardous substances in Electrical
and Electronic Equipment in order to contribute to the protection of human health and the
environment. The sale of products harmful to the health of citizens or not in line with
European safety or product quality standards, albeit governed by framework agreements and
certified by third parties, could in fact expose Unieuro to the risk of claims for compensation
for damage and loss of trust by consumers. In order to avoid such relapses, during the year the
Company carries out analyses on the size and frequency of the requested interventions, on the
basis of historical data regarding the defectiveness of the individual product categories, as
well as activating related insurance contracts relating to those aspects for which it could not
legitimately retaliate against the supplier.

Transparency of product information and commercial offers to customers

The marketing and advertising communication activities, structured and planned in line with
the Company's operations as an omnichannel distributor, are an important element of
Unieuro's strategy as, in addition to supporting the development and recognition of the brand,
they are conducive to the development of the market and play a fundamental role in customer
relations.

The advertising campaigns provide for the distribution of promotional flyers and radio and
television advertising, as well as promotional offers, such as points collections, competitions,
the recognition of purchase vouchers upon reaching an expense limit and expendable within a
certain time limit, or targeted promotional operations such as the so-called "underselling".

The subsidiary Monclick promotes its business exclusively on online channels, using content
management and product marketing tools in order to guarantee its correctness in terms of
product technical information and in terms of pricing of products on sale. All under the direct
control of the company management.

Transparency in communications and offers, regulated by the Consumer Code, is one of the
cardinal principles that the Group pursues in relations with the public. This is why, in line
with the corporate ethical principles contained in the Model 231 and the Code of Ethics, the
Company undertakes not to sell under any circumstances products with characteristics
different from those indicated on the label (e.g. place of production, material), which may
mislead the final consumer about the origin and provenance of the product, or to sell products
whose quality is inferior or different from the one stated on the label.

The management model adopted by Unieuro S.p.A. provides for the collaboration of experts,
internal and external to the company, dedicated to the prior verification of the feasibility of
certain commercial operations (for example, sales "below cost"), as well as to the verification
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of the content of information communicated outside. Specifically, the Marketing Department
must guarantee the correspondence between the characteristics of the products presented in
any communication of an advertising and/or promotional nature and those offered for sale,
with particular reference to the quantity, quality, origin or origin of the products.

Although the Company has defined specific procedures aimed at guaranteeing the disclosure
of correct, clear and transparent information, the Company undertakes to promptly implement
the actions necessary to ensure an ever-increasing level of transparency. For example, in
2016, following a procedure initiated by the Italian Competition Authority, the Company
promptly proposed and implemented a series of corrective measures that were accepted and
verified by the Authority, which subsequently filed the procedure.

Consumer data security

The Group markets its products, as well as through physical sales outlets, also through its e-
commerce. channels. In this context, recognising the increasingly important importance of the
protection of privacy and the protection of personal data, Unieuro defines precise rules of
confidentiality to ensure maximum protection. In fact, in the context of online commerce, in
fact, increasingly stringent rules and policies are needed, capable of protecting the customer
and responding to increasingly specific regulatory requirements introduced by the European
Commission with the regulation General Data Protection Regulation (GDPR).

The regulation intends to strengthen and harmonize the regulatory framework regarding the
protection of personal data in the European Union and to give citizens greater control over
their personal data. The text, published in the European Official Journal on 4 May 2016 and
effective from May 2018, will repeal the provisions of Legislative Decree no. 196/2003 on
personal data protection. In this regard, Unieuro has started a process of adaptation to the new
regulation, providing for the revision of procedures aimed at mitigating risks through the
imposition of more controlled flows of assets, the appointment of the Data Protection Officer
(DPO), the provision of safeguards contracts to be requested from suppliers and the provision
of technical and IT measures to increase the level of IT security. In particular, an anti-fraud
verification system has been installed, with specific firewall to manage any attempts of hacker
attacks, and specific encrypted protocols have been defined to protect online transactions and
avoid the risks of cloning credit cards and of the customer's personal data.

In addition to the systems and procedures aimed at preventing the loss of data and information
from customers, the Group carries out training and awareness-raising activities for personnel
regarding the risks connected with protecting customers' privacy, as well as managing a
system for assigning rights access to systems with maximum granularity and with different
control points. The data and information management model is also subject to periodic checks
by the data controllers (for example, mobile operators, financial companies, television
broadcasting companies), in relation to which Unieuro takes the position of the external
manager , and possible internal audits carried out following the reporting of anomalies.
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With regard to privacy, we report a single case of non-compliance dating back to May 2017 in
which a customer complained about the inaccuracy of the data uploaded to the system and
made claims for damages, threatening the report to the Guarantor Authority. The Company
rejected the claims by not receiving further requests from the same or by the Authority.

With reference to data loss, it is noted that there have been limited cases in which the
Company has been aware for legal involvement or for the exceptional nature of the problem,
but which have never been materialized in sanctions or formal recalls.

Management of complaints

The Company is committed to developing a constant dialogue with its customers in order to
maintain the relationship on a level of excellence. The management of complaints and other
instances with which customers express their dissatisfaction is governed by specific
procedures that ensure the taking charge of individual complaints received both at the
registered office and directly at the certified email address. In particular, the Legal
Department, together with the internal departments involved, checks each complaint with the
aim of handling complaints as promptly as possible, in line with the obligations imposed by
law, and to contain litigation as far as possible. In addition to the principles of conduct, the
Company has set up additional control measures to protect industrial and intellectual property,
with particular attention to the application procedures related to the management of product
sales activities. The Company, as a seller in accordance with the Consumer Code, receives
numerous complaints and out-of-court claims from consumers and their representatives,
referring to the non-conformity of products for the most disparate reasons.

During the fiscal year, the Company recorded a single case of non-conformity of a private
label product, concerning labelling and information documentation inside the product
packaging. The proceedings ended with a sanction of € 84,000, which was subsequently
challenged and the administrative procedure is currently underway before the Forli Chamber
of Commerce. On the other hand, around 20 judicial litigations are still underway, arising
from disputes not settled out of court.

Regarding the communication and marketing activities, instead, during the last two years, no
significant incidents of non-compliance occurred. However, mention should be made of five
cases referred to administrative disputes for "underselling” offers deemed irregular and for
which the related court proceedings are still underway.

Selection and management of suppliers

Almost all the products marketed by the Group are produced by highly qualified and
recognised suppliers, among the major players in the electronic and IT market, who supply
their goods directly to Unieuro, according to annual contracts.

In consideration of the high profile and reputational level of the main suppliers with which
Unieuro interfaces on a daily basis, their selection is currently based on economic criteria that
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do not specifically target predefined social or environmental aspects. Furthermore, the
Company mainly maintains relations with the European legal offices of the suppliers it relies
on. Relations with suppliers, in any case, are always based on compliance with current
regulations and the principles of transparency, fairness and honesty, as set out in the Code of
Ethics. In particular, potential new suppliers are evaluated and selected using objective
methods, taking into account, in addition to the quality, costs and services offered, the
requirements of integrity, reputation, and professionalism, as well as the absence of any
suspicion past or present involvement in unlawful activities. Precisely because of the nature of
these international suppliers, there are currently no company procedures for the prior
verification of the safety of products and information to be provided at the marketing stage,
but each purchasing manager (Category Manager), in the ordinary management of relations
with these suppliers, ensures that the risk of errors in the data supplied regarding the products
as well as the absence of the relevant approval certifications is checked.

In parallel to this organisational model, the Company has developed a line of private label
products, purchased directly from an intermediary company and sold to the end consumer. No
social or environmental risks concerning involved suppliers has arisen so far, in light of long-
lasting relationships and supplies reliability observed..

Activities in support of the local community

Bringing technology to the service of everyone's life implies a deep sense of responsibility
and commitment, which goes beyond a simple mission. In fact, the Company is aware of the
added value that digital technologies can bring to people, to the extent that they are used
correctly and respectfully and recognises its role and strategic position to raise the awareness
of new generations of technology consumers.

For this reason, in 2016 Unieuro created the "No Cyberbullying™ project conceiving and
promoting the #connected hearts tour with the State Police. The choice of the project follows
the brand architecture on the values of responsibility and possibility, raising awareness
amongst the younger ones as to a responsible use of the devices through a series of meetings
in theatres throughout Italy and disseminating information material on the sales outlets. The
project, developed in itinerant form, has translated into the making of a docu-film in which
children, parents and families who have experienced cyberbullying first hand tell their stories
and their experiences. Since the start of the tour, the docu-film has been broadcast in 22
Italian theatres and has led teenagers to reflect on the weight of the words conveyed through
social networks. In the theatres, the children lived the testimonies of those who fought on the
front lines, very often without any means to defend themselves, and were able to listen to the
experiences of the police authorities, who actively contribute to the struggle and provide an
immediate response to solve the problem. In addition to the docu-film, the project also
involved important awareness-raising activities, both for employees of sales outlets through
dedicated webinars and institutions.
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In 2017, on the occasion of Safer Internet Day, the world day dedicated to online security,
Unieuro reiterated its commitment to the fight against cyberbullying: Giancarlo Nicosanti
Monterastelli and Marco Titi, respectively Chief Executive Officer and Marketing Director of
the Company, went to the Chamber of Deputies to present the #connected hearts project, in
the presence of the top officials of the State Police. The docu-film was subsequently screened
in the Chamber of Deputies on the occasion of the "Open-door Montecitorio™ event, focusing
precisely on the issue of cyberbullying and the conscious use of the Internet.

THE INITIATIVE IN NUMBERS

S o 8 T

13 10.000 3.900 480

employees trained through webinars “NoCyberbullismo” corners set up in

cities throughout Italy students and teachers involved
Unieuro stores

In parallel with the commitment to awareness campaigns, the Company devotes particular
attention to supporting the sports in the area in which it operates and promoting the values of
sport. In the 2017/18 financial year Unieuro S.p.A. he supported the local basketball team as
the main sponsor and contributed to the sponsorship of the Tour of Italy stage in the city of

Forli.

Investments for the communi

28/02/2017

Investments for the community .m. 28/02/2018

Sponsorships € 269,288 218,871
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6. Environment

Unieuro strongly believes in respecting the environment and the ecosystem in which it
operates, for this reason, as described in the Code of Ethics, it carries out its activities taking
into consideration the protection of the environment and the need for a sustainable use of
natural resources, in compliance with the provisions of current environmental legislation,
undertaking to act responsibly towards the surrounding territories and communities. Despite
not presenting significant environmental impacts, as the Group does not carry out production
activities in the strict sense, the activity carried out nevertheless requires careful management
of some specific aspects, such as the management of so-called WEEE for which the Company
has defined a specific procedure in compliance with the different regulatory provisions.

Waste management

Unieuro, as a distributor of electrical and electronic equipment, falls under the legislative
obligations of Legislative Decree no. 121/2016 and 49/2015, which regulates the conduct of
free collection of electrical and electronic equipment (WEEE) of very small size, as well as
the technical requirements for the transport thereof. Specifically,, Law 121/2016 states that,
upon purchase by the customer of a new product, the distributor has the obligation to
withdraw, taking charge of the related disposal costs, the equipment used provided that the
WEEE returned has the same intended use as the product purchased. With regard to small
WEEE, customers can freely deliver their appliance in any store, while large waste can be
collected only in case of a purchase by the customer of a new equipment of an equivalent

type.

The Company, to ensure the correct management of this aspect and to comply with the
deposit and collection request established by Legislative Decree no. 121/2016 and 49/2015,
has adopted a specific operating manual that defines roles and responsibilities for the proper
management of WEEE disposal. The manual requires the identification of specific areas
within the company's sales outlets, where special containers are installed for the disposal of
WEEE waste with the specific indication of whether it is hazardous or non-hazardous
equipment. The management of the collection is facilitated by the use of the management
software "RAEEgest” which, in addition to guaranteeing the traceability of the operations,
sends a notice in the event that such waste has been registered in the warehouse for more than
45 days or has reached the maximum weight of 3.5 tons. Once these limits have been reached,
the waste will then be handed over to the carrier who takes care of the correct disposal.
Responsible for this process is the Logistics function which operates, for collection and
disposal activities, through the supervision by local operators employed by the company. To
facilitate correct management, the manuals and other necessary information can be consulted
through the RAEEgest portal. In addition to the WEEE, the company produces urban waste
deriving from ordinary office activities and the operational management of the stores, which
mainly consist of mixed packaging, toners and cartridges. Each type of waste is collected
according to the current laws by means of specialised companies authorised for this purpose.
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Performance indicators

Total weight of WEEE waste disposed of*°
WEEE waste disposed of u.m. 28/02/2018 28/02/2017

Disposal 6,574 6,922
ton
Total 6,574 6,922

Total weight of non-hazardous waste, broken down by type of disposal**

Non-hazardous waste by type of disposal .m. 28/02/2018

Recycling 3,751
ton

Total 3,751

Energy consumption and emissions

The management of energy consumption and related emissions does not represent a high-risk
factor for Unieuro due to the nature of its business. The Group therefore does not have a
specific procedure on this process, which is in any case constantly monitored both at the 225
sales outlets located throughout the national territory and at the Forli headquarters.

However, Unieuro's commitment has resulted in various energy efficiency initiatives,
including the installation at around 80 sales outlets of systems that have led to a 24%
reduction in consumption in the sales outlets subject to installation, the replacement of
obsolete lighting systems with LED fixtures that allow an estimated saving of about 50% of
energy and the replacement of air conditioning systems with high efficiency machines. In
addition, building automation systems have been installed that allow the integrated
management of electrical systems such as lighting, heating and air conditioning, anti-intrusion
and fire alarms. Moreover, the Monclick office is located in a low environmental impact
building, "LEED platinum” certified, and equipped with the most modern systems for the
improvement and optimisation of energy consumption.

As shown in the following tables, electricity consumption and related emissions, despite the
increase in the number of sales outlets, fell by 4% compared to the previous year, confirming
the effectiveness of the initiatives undertaken. Fuel consumption, on the other hand, mainly
composed of diesel fuel for the heating of Unieuro S.p.A. branches and offices, increased by
25.6% in the last financial year due to unfavourable climatic factors. Fuel consumption for
Unieuro S.p.A. during the year increased by 26.2%; this increase is directly linked to the
Group’s growth, both in terms of number of employees and sales outlets.

40 The perimeter of the data for the last financial year for Unieuro S.p.A. refers to the period 1 January 2017 - 30 November 2017. The data
of the company Monclick are the result of estimates, calculated from the data provided by the company that manages waste disposal.

4 The data refer to Unieuro S.p.A and are provided by the company responsible for the collection of waste which issues on a monthly basis
a document at each store where it declares the weight of the collected waste. As regards the subsidiary Monclick S.r.I., during the reference
period, a production of about 1.2 tons of waste disposed through recycling (0.6 tons), composting (0.24 tons), incineration (0.3 tons) and
storage (0.1 ton) was estimated.
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Performance indicators

Indirect energy consumption*?

Electricity for the operation of offices .m. 28/02/2018 28/02/2017

Electricity kWh 54,975,973 57,232,361

of which from non-renewable sources % 100% 100%

Emissions generated by indirect energy consumption

Indirect emissions - Scope 2 .m. 28/02/2018 28/02/2017

Emissions from electricity consumption kg CO, 20,615,990 21,462,135

Direct fuel consumption for the operation of offices and sales outlets*

Fuel from non-renewable sources ‘ .m. 28/02/2018 28/02/2017
Litres 129,642 103,183
Diesel
Joule 4,946 3,936

Emissions generated by direct fuel consumption

Direct emissions - Scope 1 .m. 28/02/2018 28/02/2017

Emissions from diesel consumption kg kg CO, 337,090 268,293

Direct and indirect fuel consumption for staff travel*

Fuel from non-renewable sources ‘ .m. 28/02/2018 28/02/2017
Consumption by company cars 1,300,377 863,358

Consumption by private cars km 3,508,206 2,948,061
Total consumption for staff travel 4,808,583 3,811,419

Emissions generated by direct and indirect fuel consumption®’

Direct and indirect emissions - Scope 1 and Scope 3 .m. 28/02/2018 28/02/2017
Indirect emissions for consumption with private cars kg kg CO, 237,215 157,494
42

Data obtained from the utility bills sent by the energy supplier and considering the consumption of Monclick S.r.l. starting from June
2017. For the subsidiary company, consumption is the real consumption reported by the energy supplier, while those for the months of 2018
are estimated on the basis of consumption in the same months of the previous year.

43

a4 Data obtained from the utility bills sent by the supplier. The figure excludes the subsidiary Monclick S.r.1. as it does not consume fuels.
4

4

The conversion factors of ENERDATA 2015 were used to calculate the indirect emissions.

5 The conversion factors of the Department for Environment, Food and Rural Affairs 2017 were used to calculate the emissions.

6 The mileage of company cars is derived from the fuel cards; the mileage of private cars is estimated starting from employee expense
reimbursements and dividing the total monetary value by the average cost of fuel €0.28. The figure excludes the subsidiary Monclick S.r.l. as
not significant.

a7 The conversion factors of the Department for Environment, Food and Rural Affairs 2017 were used to calculate the emissions.
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Direct emissions for consumption with company cars 639,967 537,785

Total emissions for staff travel 877,182 695,279

Consumption of resources

In light of the characteristics of its business, Unieuro does not detect any particular impact
related to the consumption of materials.

The printing of advertising leaflets, commissioned to third-party suppliers, represents the
most significant activity in terms of consumption of raw materials for Unieuro S.p.A., unlike
that for Monclick, which mainly carries out its advertising activities online.

During the 2017/18 financial year, over 300 million copies of advertising material were
distributed throughout Italy. The procurement takes place from some of the main paper mills
that observe strict quality and environmental certification standards and whose products,
Elemental Chlorine Free (EFC) certified as they do not use organic elemental chlorine in the
whitening phase, contain on average 40% of recycled fibre, while the remaining 60% comes
from cellulose obtained from forests managed according to the PEFC (Program for
Endorsement of Forest Certification schemes) and FSC (Forest Stewardship Council)
standards.

Performance indicators

Consumption of resources*

Consumption of paper .m. 28/02/2018 28/02/2017

Consumption of paper kg , 66,000

48 The calculation of paper consumption was estimated by multiplying the number of copies purchased and distributed by the average

weight of 22 grams.
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7. GRI Content Index

The Group's Non-Financial Statement has been prepared in accordance with the GRI
Standards: "Core" option. The following table shows the Group information based on the GRI
Standards published in 2016 by the Global Reporting Initiative with reference to the analysis
of materiality of Unieuro and related to the financial years ended 28/02/2017 and 28/02/2018.

GRI .
Standard Description Reference

102 General Disclosures
Organisational Profile
102-1 Name of the organisation
102-2 Main b_rands, prp_ducts or services (Programs for compliance with laws and voluntary codes related to
marketing activities)
102-3 Location of the main office
102-4 Location of the main offices
102-5 Ownership structure and legal form
102-6 Markets served
102-7 Size of the organisation
102-8 Employees by type of contract, gender, geographical area, classification
102-9 Description of the supply chain organisation
102-10 Significant changes in the organisation and in the supply chain
102-11 Method of application of the principle or prudential approach
102-12 Adoption of external codes and principles in the economic, social and environmental spheres
102-13 Participations in trade associations
Strategy
102-14 Statement by the Chair
102-15 Main impacts, risks and opportunities
Ethics and Integrity
102-16 Values, Principles, Standards and Rules of Conduct
Governance
102-18 Governance structure
102-22 Composition of the highest governing bodies and its commissions
102-24 Nomination and selection processes for the highest governing bodies
Stakeholder Engagement
102-40 List of stakeholders involved
102-41 Employees covered by collective labour agreements
102-42 Identification process and selection of stakeholders to be involved
102-43 Approach to stakeholder engagement
102-44 Key aspects and critical issues emerged from stakeholder engagement and related actions
Reporting Practice
List of entities included in the consolidated financial statements and those not included in the sustainability
report
102-46 Process for defining contents
102-47 Identified material aspects
102-48 Explanation of the effects of changes in information included in previous financial statements and related
reasons
102-49 Significant changes compared to the previous financial statements
102-50 Reporting period
102-51 Publication date of the previous financial statements
102-52 Reporting frequency
102-53 Contacts and addresses for information on the financial statements
102-54 GRI content index and choice of the "in accordance™ option
102-55 GRI content index
102-56 External certification

102-45

- 110-



GRI
Standard

Description

Reference Omission

205
103
205-1
205-2
205-3

301
103
301-1
302
103
302-1
302-2

302-4

305
103
305-1
305-2
305-3
306
103
306-2
307
103

307-1
308
103

308-1

401
103

401-1

402
103

402-1

403
103

403-2
404
103

404-1

404-3

405
103

405-1

Anti-Corruption

Information on management methods

Evaluation operations for risks related to corruption
Communication and training on corruption procedures
Episodes of corruption and actions taken in response

Materials

Information on management methods

Raw materials used by weight or volume

Energy

Information on management methods

Energy consumption within the organisation
Energy consumption outside the organisation
Reduction of energy consumption obtained thanks to specific
activities and initiatives

Emissions

Information on management methods

Scope 1 emissions

Scope 2 emissions

Scope 3 emissions

Waste and Discharges

Information on management methods

Total weight of waste by type and disposal methods
Environmental Compliance

Information on management methods

Sanctions for failure to comply with environmental laws and
regulations

Evaluation of suppliers based on environmental criteria
Information on management methods
New suppliers selected based on environmental criteria

Occupation

Information on management methods

Total number and percentage of new hires and turnover, by
age, gender and region

Management of industrial relations

Information on management methods

Minimum notice period for significant operational changes
(organisational changes) indicating if these conditions are
included in the collective bargaining agreement

Health and Safety at Work

Information on management methods

Type of accident and accident rate, rate of occupational
diseases, absenteeism rate and total number of deaths by
territorial distribution and gender

Training and Education

Information on management methods

Average annual training hours per employee

Percentage of employees who receive regular reports on the
results and career development, by gender and employee
category

Diversity and Equal Opportunities

Information on management methods

Composition of the governing bodies and breakdown of
personnel by categories of employees, by gender, age,
belonging to protected categories and other indicators of
diversity

During the 2017/18 financial year,
no environmental reports were
found.
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405-2
406
103

406-1

413
103
413-1
414
103
414-1
416
103

416-2

417
103

417-1

417-3
418
103

418-1
419
103

419-1

Ratio of the basic salary and remuneration of women to that of
men by category of employees
Non-discrimination
Information on management methods
No episodes of discrimination
Episodes of discrimination and actions taken occurred during the 2017/18
financial year.
Local Communities
Information on management methods
Activities that include the involvement of local communities
Social assessment of suppliers
Information on management methods
New suppliers that have been selected using social criteria
Health and safety of consumers
Information on management methods
Total number of cases of non-compliance with voluntary
regulations and codes regarding the health and safety impacts
of products and services during their life cycle
Labelling of products and services
Information on management methods
Type of information related to the products and services
required by the procedures and percentage of significant
products and services subject to these information
requirements
Incidents related to non-compliance regarding information
related to the product or service in communication and
marketing activities
Consumer privacy
Information on management methods
Complaints concerning breaches of consumer privacy and loss
of data relating to them
Socio-economic Compliance
Information on management methods

Significant monetary and non-monetary sanctions for non- During the 2017/18 financial year,
compliance with laws or regulations in the socio-economic no social or economic reports
area were received.

- 112-



UNIEURO S.p.A.
Registered office: Via V.G. Schiaparelli 31 - 47122 Forli
Share capital: €4,000,000 fully paid up
Tax ID No./VAT No.: 00876320409
Registered in the Company Register

of Forli-Cesena: 177115

CONSOLIDATED FINANCIAL STATEMENTS OF UNIEURO GROUP

- 113-



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Year ended

(Amounts in thousands of Euros)

Notes 28 February 2018 28 February 2017
Plant, machinery, equipment and other assets 5.1 74,831 60,822
Goodwill 5.2 174,748 151,396
Intangible assets with a definite useful life 5.3 25,034 11,808
Deferred tax assets 5.4 30,105 29,438
Other non-current assets 55 2,371 2,156
Total non-current assets 307,089 255,620
Inventories 5.6 313,528 269,551
Trade receivables 5.7 39,572 35,203
Current tax assets 5.8 3,147 7,955
Other current assets 55 16,157 13,865
Cash and cash equivalents 59 61,414 36,666
Total current assets 433,818 363,240
Total assets 740,907 618,860
Share capital 5.10 4,000 4,000
Reserves 5.10 105,996 120,101
Profit/(loss) carried forward 5.10 (32,780) (39,122)
Profit/(Loss) of third parties 5.10 - -
Total shareholders’ equity 77,216 84,979
Financial liabilities 511 40,518 25,796
Employee benefits 5.12 11,179 9,783
Other financial liabilities 5.13 12,195 4,427
Provisions 5.14 5,696 8,833
Deferred tax liabilities 5.4 2,448 322
Other non-current liabilities 5.15 718 21
Total non-current liabilities 72,754 49,182
Financial liabilities 5.11 6,961 5,984
Other financial liabilities 5.13 6,256 2,418
Trade payables 5.16 411,450 334,546
Provisions 5.14 2,928 1,424
Other current liabilities 5.15 163,342 140,327
Total current liabilities 590,937 484,699
Total liabilities and shareholders’ equity 740,907 618,860

The notes are an integral part of these consolidated financial statements.
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CONSOLIDATED INCOME STATEMENT

Year ended

(Amounts in thousands of Euros) Notes 28 February 28 February

2018 2017
Revenue 5.17 1,873,792 1,660,495
Other income 5.18 6,395 6,360
TOTAL REVENUE AND INCOME 1,880,187 1,666,855
Purchases of materials and external services 5.19 (1,715,540) (1,491,938)
Personnel costs 5.20 (156,296) (136,633)
Changes in inventory 5.6 41,193 5,177
Other operating costs and expenses 5.21 (8,531) (5,377)
GROSS OPERATING PROFIT 41,013 38,084
Amortisation, depreciation and impairment
losses 5.22 (21,728) (17,958)
OPERATING PROFIT 19,285 20,126
Financial income 5.23 303 358
Financial expenses 5.23 (7,933) (6,222)
PROFIT BEFORE TAX 11,655 14,262
Income taxes 5.24 (697) (2,675)
CONSOLIDATED PROFIT/(LOSS) FOR
THE YEAR 10,958 11,587

Profit/(loss) of the Group for the financial 510
year ) 10,958 11,587
Profit/(loss) of the third parties for the

. . 5.10
financial year - -
Basic earnings per share (in Euros) 5.26 0.55 0.58
Diluted earnings per share 5.26 0.55 0.58

The notes are an integral part of these annual financial statements.

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(Amounts in thousands of Euros) Year ended
28 February 28 February

Notes 2018 2017
PROFIT/(LOSS) FOR THE CONSOLIDATED YEAR 10,958 11,587
Other components of comprehensive income that are or could
be restated under profit/(loss) for the consolidated year:
Gain (losses) on cash flow hedges 5.13 (250) 103
Income taxes 59 (29)
Total other components of comprehensive income that are
or could be restated under profit/(loss) for the consolidated 5.10 (191) 74
year
Other components of comprehensive income that will not
subsequently be restated under profit/(loss) for the
consolidated year:
Actuarial gains (losses) on defined benefit plans 5.12 103 )
Income taxes (18) 1
Total other components of comprehensive income that will
not subsequently be restated under profit/(loss) for the 5.10 85 1)
consolidated year:
Total statement of comprehensive income for the 10,852 11,660

consolidated year
The notes are an integral part of these consolidated financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

Year ended

(Amounts in thousands of Euros) Notes 28 February 2018 28 February 2017
Cash flow from operations
Profit/(loss) for the consolidated year 5.10 10,958 11,587
Adjustments for:
Income taxes 5.24 697 2,675
Net financial expenses (income) 5.23 7,630 5,864
Depreciation, amortisation and write-downs 5.22 21,728 17,958
(Profits)/losses from the sale of property, plant and machinery 5.1 (31)
Other changes 1,386 3,766

42,399 41,819
Changes in:
- Inventories 5.6 (41,193) (5,178)
- Trade receivables 5.7 18,940 151
- Trade payables 5.16 47,042 1,174

5.5-5.14-

- Other changes in operating assets and liabilities 5.15 21,213 23,488
Cash flow generated/(absorbed) by operating activities 46,002 19,635
Taxes paid 5.24 - -
Interest paid 5.23 (8,825) (4,931)
Net cash flow generated/(absorbed) by operating activities 5.26 79,576 56,523
Cash flow from investment activities
Purchases of plant, equipment and other assets 5.1 (28,448) (23,479)
Purchases of intangible assets 5.3 (8,812) (4,419)
Collections from the sale of plant, equipment and other assets 5.1 1 61
Investments for business combinations and business units 55 (14,485) -
Net cash inflow from acquisition 5.9 233 -
Cash flow generated/(absorbed) by investing activities 5.26 (51,511) (27,837)
Cash flow from investment activities
Increase/(Decrease) in financial liabilities 5.11 16,529 (4,137)
Increase/(Decrease) in other financial liabilities 5.13 154 998
Increase/(Decrease) in shareholder loans - - (20,442)
Distribution of dividends 5.10 (20,000) (3,880)
Cash flow generated/(absorbed) by financing activities 5.26 (3,317) (27,461)
Net increase/(decrease) in cash and cash equivalents 24,748 1,225
CASH AND CASH EQUIVALENTS AT THE START OF THE YEAR 36,666 35,441
Net increase/(decrease) in cash and cash equivalents 24,748 1,225
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 61,414 36,666

The notes are an integral part of these consolidated financial statements.

116-



STATEMENT OF CHANGES IN CONSOLIDATED SHAREHOLDERS’ EQUITY

Reserve for ~ Reserve
actuarial for Profit/(loss) Total Non-
. Other - s :
gains/(losses) share- reserves carried shareholders’ controlling
on defined based forward equity interest
benefit plans payments

Cash
Share  Legal Extraordinary flow
capital reserve reserve  hedge
reserve

(Amounts in
thousands of Notes
Euros)

Total
shareholders’
equity

Balance as at
29 February 5.10 4,000 800 48,461 (74) (858) 3,172 57,999 (40,067) 73,433 0
2016

73,433

Profit/(loss) for
the
consolidated
period

Other
components of
consolidated - - - 74 1) - - - 73 R
comprehensive

income

R R - - - - - 11,587 11,587 -

11,587

73

Total
statement of
comprehensive
income for the
consolidated
year

] ; ; 74 @ - - 11,587 11,660 -

11,660

Allocation of
prior year result
Distribution of
dividends
Share-based
payment settled
with equity
instruments

- - 10,642 - - - - (10,642) -

- - (3,880) - - - - - (3,880) -

- - - - - 3,766 - - 3,766 -

(3,880)

3,766

Total
transactions
with
shareholders

- - 6,762 - - 3,766 - (10,642) (114) -

(114)

Balance as at
28 February 5.10 4,000 800 55,223 0 (859) 6,938 57,999 (39,122) 84,979 0
2017

84,979

Profit/(loss) for
the
consolidated
period

Other
components of
consolidated - - - (191) 85 - - (106) -
comprehensive

income

- - - - - - - 10,958 10,958 -

10,958

(106)

Total
statement of
comprehensive
income for the
consolidated
year

- - - (191) 85 - - 10,958 10,852 -

10,852

Allocation of
prior year result
Distribution of
dividends
Share-based
payment settled
with equity
instruments

- - (8,413) - - - - (11,587) (20,000) -

- - - - - (5586) - 6,971 1,385 -

(20,000)

1,385

Total
transactions
with
shareholders

- - (8,413) - - (5586) - (4,616) (18,615) -

(18,615)

Balance as at
28 February 5.10 4,000 800 46,810 (191) (774) 1,352 57,999 (32,780) 77,216 0
2018

77,216

The notes are an integral part of these consolidated financial statements.
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NOTES

1. INTRODUCTION

Unieuro S.p.A. (hereinafter referred to as the “Company” or “Unieuro”) is a company under
Italian law with registered office in Forli in Via V.G. Schiaparelli 31, operating in the retail
and online distribution of electric appliances and consumer electronics.

On 4 April 2017, Italian Electronics Holdings S.r.l. placed on the MTA (telematic stock
market) — STAR Segment of Borsa Italiana S.p.A.31.8% of the share capital of Unieuro
S.p.A., equal to 6,363,637 ordinary shares at a price of €11 per share.

From 3 May 2017, the greenshoe option granted by Italian Electronics Holding S.r.l. was
partially exercised by 537,936 shares compared to the 636,363 shares that had been the object
of the Over Allotment. The purchase price of the shares that were the object of the greenshoe
option was €11.00 per share, which corresponds to the offer price which was set for the
placement, totalling €5,917 thousand. The share settlement relative to the greenshoe option
took place on 8 May 2017.

On 6 September 2017, Italian Electronics Holdings S.r.l. placed, under the accelerated
bookbuilding procedure, 3,500 thousand ordinary shares, corresponding to 17.5% of the share
capital of Unieuro, at the price of €16 per share. The settlement of the transaction took place
on 8 September 2017. The total amount was €56,000 thousand.

On 17 October 2017, the partial demerger of Italian Electronics Holdings S.r.l. in favour of
eight newly incorporated companies became effective. Subsequently, Italian Electronics
Holdings S.r.l. transferred its registered office to Luxembourg, changing its company name to
Italian Electronics Holdings S.a.r.l. (hereinafter also “Italian Electronics Holdings”) and has
entered into a reverse merger with International Retail Holdings S.a.r.l.. Following the above
transactions, it is 100% indirectly owned by the private equity fund Rhone Capital. At the
date of the Annual Financial Statements, Italian Electronics Holdings held a shareholding in
Unieuro equal to 33.8% maintaining, considering the shareholders’ composition on 28
February 2018, the ex art. 93 TUF control of Unieuro S.p.A.

On 23 February 2017 Unieuro, as the buyer, signed an agreement with Project Shop Land
S.p.A., as the vendor, for the purchase of 100% of the share capital of Monclick S.r.l.
(hereinafter also known as “Monclick’). The price agreed amounted to €10,000 thousand and
the acquisition of the shares by the Unieuro was subject to the following conditions precedent:
(@) obtaining all authorisations from the relevant antitrust authorities, none of which
containing conditions or obligations for Unieuro or Monclick and (b) obtaining the consent of
the financing banks to the execution of the acquisition transaction. The completion of the
contract took place on 9 June 2017. Through its acquisition of Monclick, Unieuro intends to
strengthen its position in the online sales sector (exploiting Monclick’s competitive position)
and to launch and develop, as the leading specialist operator, the marketing of electronic
consumer goods in the B2B2C channel.

Following Unieuro’s acquisition transaction, it is required to prepare consolidated financial
statements. These Consolidated Financial Statements are therefore the first consolidated
financial statements of the Unieuro Group (hereinafter also the “Group” or the “Unieuro
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Group”). The financial statements of the subsidiary Monclick were included in the
consolidated financial statements starting from 1 June 2017. The directors assessed that there
were no significant changes in the fair value of the assets acquired between the date on which
Unieuro took control (9 June 2017) and the date of first consolidation (1 June 2017).

The comparative figures presented relate solely to Unieuro’s financial statements as at 28
February 2017 for the income statement, the comprehensive income statement, the cash flow
statement, the statement of financial position and the statement of changes in shareholders’
equity since, as indicated above, the Group was formed on 1 June 2017, the date Unieuro
assumed control of Monclick.

2. CRITERIA ADOPTED FOR PREPARATION OF THE CONSOLIDATED
FINANCIAL STATEMENTS AND SUMMARY OF THE ACCOUNTING
PRINCIPLES

Below are the preparation criteria, the main accounting principles and valuation criteria
adopted for the drafting of the consolidated financial statements. These principles and criteria
were applied consistently to all the years presented within this document.

2.1 Basis of preparation of the consolidated financial statements

The Group’s consolidated financial statements comprise the consolidated statement of
financial position, the consolidated income statement, the consolidated statement of
comprehensive income, the consolidated cash flow statement and the consolidated statement
of changes in shareholders’ equity for financial year ended 28 February 2018, as well as the
statement of financial position, the income statement, the statement of comprehensive income,
the cash flow statement and the statement of changes in shareholders’ equity for financial year
ended 28 February 2017 of Unieuro and the related notes to the financial statements.

2.2 Preparation criteria for the consolidated financial statements

The Group’s Consolidated Financial Statements were drafted on a going concern basis, since
the directors verified that there were no indicators of a financial, operating or other nature of
any critical areas regarding the company’s ability to honour its obligations in the foreseeable
future and over the next 12 months.

The consolidated financial statements were drafted on the basis of the historical cost criteria,
except for the derivative financial instruments which were measured at their fair value.

Please see the Report on Operations for information regarding the nature of the company's
operations and significant events after the balance sheet date.

As at 28 February 2018, the Group is composed as follows:

- 119-



(Amounts in thousands  Share % of
Parent company

of Euros) Capital  ownership
Unieuro S.p.A. 4,000.00
. 0 . _
Monclick S.r.1. 100.00 100.00% Unieuro S.p.A. The major shareholders of
Unieuro as at 28 February 2018
are.

1. Italian Electronics Holdings, (attributable to the funds managed by Rhone Capital)
which owns 33.8% of Unieuro’s shares;

2. DSG European Investments Limited (Dixons Carphone) which owns 7.2% of the
Unieuro's shares;

3. the Silvestrini Family which owns 4.7% of Unieuro's shares;
4. the top management of Unieuro which owns 2.3% of the Company's shares.

The Consolidated Financial Statements are presented in Euros, the functional currency of the
Group. The amounts are expressed in thousands of Euros, except as specifically indicated.
The rounding is done at the individual account level and then totalled. It is hereby specified
that any differences found in any tables are due to rounding of amounts which are expressed
in thousands of Euro.

The consolidated financial statements as at 28 February 2018, approved by the Board of
Directors of the Company on 26 April 2018, have been audited and will be submitted for
approval to the Shareholders' Meeting.

2.3  Statement of compliance with IFRS

The consolidated financial statements were prepared in compliance with the International
Accounting standards (IAS/IFRS) which are issued by the International Accounting Standards
Board (IASB) and their relative interpretations (SIC/IFRIC), adopted by the European Union.
Furthermore, the consolidated financial statements were prepared in compliance with the
provisions adopted by Consob for financial statements in application of article 9 of
Legislative Decree 38/2005 and other rules and provisions issued by Consob regarding
financial statements. In particular it is hereby noted that with regard to Consob resolution
15519 of 27 July 2006 and Communication no. DEM6064293 of 28 July 2006 regarding
financial statements, specific schedules have been added to the consolidated income,
consolidated balance sheet and consolidated cash flow statements indicating significant
relations with related parties and specific income statement schedules indicating, for each
item, the non-recurring component.

2.4 Consolidated financial statement schedules
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In addition to these notes, the consolidated financial statements consist of the following
schedules:

A) Statement of consolidated financial position: the presentation of the consolidated
statement of financial position is shown by distinctly presenting current and non-
current assets and current and non-current liabilities. This includes a description in the
notes for each asset and liability item of the amounts that are expected to be settled or
recovered within or later than 12 months from the reference date of the Consolidated
Financial Statements.

B) Consolidated income statement: the classification of the costs in the income
statement is based on their nature, showing the interim results relative to the gross
operating result, the net operating result and the result before taxes.

C) Consolidated statement of comprehensive income: this item includes the
profit/(loss) for the year as well as the income and expenses recognized directly in
equity for transactions other than those with shareholders.

D) Consolidated statement of cash flows: the consolidated statement of cash flows
contains the cash flows from operations, investments and financing. The cash flows
from operations are shown using the indirect method through which the result for the
year is adjusted for the effects of non-monetary transactions, any deferral or allocation
of previous or future collections or payments related to operations and revenue
elements connected to cash flows arising from investment or financing activities.

E) Consolidated statement of changes in shareholders’ equity: this schedule includes,
in addition to the results of the comprehensive income statement, also the transactions
that were carried out directly with shareholders that acted in their capacity as such and
the breakdown of each individual component. Where applicable, the statement also
includes the effects arising from changes in the accounting standards in terms of each
equity item.

The consolidated financial statements are shown in comparative form.

2.5 Consolidation policies and scope of consolidation

The Consolidated Financial Statements as at 28 February 2018 include the financial
statements of the parent company, Unieuro S.p.A., and its subsidiary Monclick S.r.l.

These financial statements are the first consolidated financial statements of Unieuro Group. In
order to: (i) comply with the provisions of IAS 1, requiring an entity to present comparative
information with respect to the previous year for all amounts shown in the financial
statements for the current year and (ii) to provide information relating to the various aspects
of the Group, as well as how it is currently structured, how the comparative data break down,
from the statement of financial position, from the income statement, from the statement of
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comprehensive income, from the cash flow statement and from the statement of changes in
shareholders’ equity as at 28 February 2017 for Unieuro.

The group company statements used for full consolidated have been duly amended and
reclassified, in order to align them with the aforementioned international accounting
standards.

Subsidiaries

These are companies over which the Group exercises control as defined by IFRS 10. This

control exists when the Group has the power, directly or indirectly, to determine the financial

and operating standards of an enterprise to obtain benefits from its activities. The financial

statements of the subsidiary are included in the consolidated financial statements from the

date on which control over it was assumed until this control ceases.

For the purposes of consolidation of the subsidiaries, the total integration method is applied,

thus assuming the full amount of the financial assets and liabilities and all costs and revenues.

The book value of the consolidated investment is then eliminated from the related

shareholders’ equity. The share of shareholders’ equity and the result relating to the minority

shareholders is shown respectively in a special item in shareholders’ equity and in the

consolidated income statement.

In accordance with IFRS 3, the subsidiary acquired by the Group is accounted for using the

purchase method, whereby:

- the acquisition cost is the fair value of the divested assets, considering the issuance of
equity instruments, and liabilities assumed, plus directly attributable transaction costs;

- the excess of the acquisition cost compared to the market value of the Group’s share in the
net assets is recorded as goodwill;

- if the acquisition cost is less than the fair value of the Group’s share in the net assets of
the acquired subsidiary, the difference is recognised directly in the income statement.

Transactions eliminated in the consolidation process

The preparation of the Consolidated Financial Statements eliminated all the significant
balances and transactions between Group companies, as well as unrealised gains and losses
resulting from intragroup transactions. Unrealised gains and losses generated by transactions
with jointly controlled entities and/or associated companies are eliminated depending on the
percentage share of Unieuro Group’s participation in that company.

2.6 The use of estimates and valuations in the preparation of the consolidated financial
statements

In application of the IFRS, the preparation of the consolidated financial statements requires
the usage of estimates and assumptions that have an effect on the values of the consolidated
balance sheet assets and liabilities and the information regarding the contingent assets and
liabilities at the date of reference. The estimates and assumptions are based on elements
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which are known as at the date that the consolidated financial statements are prepared, are
based on the experience of the management and other elements - if any - considered to be
significant. The actual figures may differ from the estimates. The estimates are used to
recognize the provision for bad debts, inventory obsolescence, the unearned income relative
to the sale of guarantee extension services, measure amortization and depreciation, conduct
assessments of the assets, test impairment of goodwill, test impairment of equity investments,
carry out actuarial valuations of employee benefits and share-based payment plans, as well as
to estimate the fair value of derivatives and assess the extent to which deferred tax assets can
be recovered.

The estimates and assumptions are reviewed periodically and the effects of each change are
reflected in profit and loss.

Following is a summary of the critical valuation processes and the key assumptions used by
the Group in applying the IFRS, which can have significant effects on the values recognized
in the financial statements and for which there is a risk that differences of a significant
amount could arise compared to the book value of the assets and liabilities in the future.

Recoverable value of non-current assets

Non-current assets include property, plant, machinery, equipment and other assets, goodwill,
software and trademarks, equity investments and other non-current assets. The Group
periodically reviews the book value of non-current assets held and used and the book value of
assets that are held for sale, when the facts and circumstances require this review. In the case
of goodwill, this analysis is conducted once per year and whenever facts and circumstances
indicate a possibility of impairment. Analysis whether the book value of a non-current asset is
recoverable is generally carried out using expected cash flow estimates from the sale or use of
the asset and adequate discount rates for calculation of its current value. When the book value
of a non-current asset has become impaired, the Group writes down the excess of the book
value of the asset and its recoverable value through usage or sale thereof, determined with
reference to the cash flows used for the recent business plans.

The estimates and assumptions used as part of this analysis, in particular the impairment tests
carried out on goodwill, reflect the status of the Group's knowledge regarding the business
developments and take into account provisions that are considered to be a reasonable insofar
as the future developments on the market and in the sector, but they are nevertheless still
subject to a high degree of uncertainty.

Recoverability of deferred tax assets

The Group recognises deferred tax assets up to the value which it considers to be probable
that it will recover. Where necessary, the Group makes adjustments to reduce the value of a
deferred tax asset down to the value that it considers probable to recover. In assessing the
recoverability of deferred tax assets, budget results and provisions for subsequent years are
used coherently with those used for the impairment testing which are described in the
previous paragraph relative to the recoverable value of non-current assets.
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Bad debt provision

The provision for bad debts reflects management estimates regarding losses from the trade
receivables portfolio. The provision for bad debts is based on losses expected by
management, determined depending on past experience for similar receivables, current and
historical past due amounts, losses and collections, careful monitoring of credit quality and
projections regarding the economic and market conditions.

Inventory bad debt provision

The stock write-down provision reflects management estimates regarding the expected
impairment of the assets, determined based on past experience and historical performance and
expected performance of the market, including following specific actions by the Company.
This estimate makes it possible to bring the value of the inventories to the lower of the cost
and the presumably realizable value.

Trade payables

The Unieuro Group has contracts for the supply of goods which include receipt of premiums
and, in certain circumstances, contributions classified in trade payables. These premiums and
contributions are recognised either as a percentage of the quantities purchased, or as a fixed
figure on the quantities purchased or sold, or as a defined contribution. Especially with
reference to those agreements whose term falls after the reporting date, which account for a
minor share of the premiums and contributions for the year, their calculation is a complex
accounting estimate entailing a high level of judgement as it is affected by many factors. The
parameters and information used for the estimate are based on the purchased or sold volumes
and valuations that consider historical figures of premiums and contributions actually paid by
suppliers.

Unearned income product guarantee extension

The extension of a product guarantee over and above the guarantee required of the
manufacturer by the law is among the services that the Group offers to its customers. This
service is offered by the Group and its affiliates and it is sold directly at the points of sale
against an additional amount over and above the sales price.

The extension of the guarantee compared to the legally required guarantee can be in terms of
time (more years covered) and/or risks covered (e.g. damage to the product) depending on the
category of product that has been sold.

When guarantee services are sold, the Group recognises unearned income equal to the sales
value of this service, and then recognizes this unearned income as revenue throughout the
time that the services are being provided. The recognition of this amount as revenue is
determined based on the interventions that have been estimated for repairs that are covered by
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the guarantee. The interventions for repairs that are under guarantee are estimated based on
historical information regarding the nature, frequency and costs of the interventions under
guarantee, duly interpolated to stimulate future curves of such events occurring.

Defined benefit plans and other post-employment benefits

The Group provides a defined benefit plan to its employees (employees severance indemnity).
For the employee benefits, the costs and net financial expenses are measured using actuarial
methods requiring the use of estimates and assumptions for determination of the net value of
an obligation. The actuarial method considers parameters of a financial nature such as, for
example, the discount rate, rates of growth of remuneration and considers the probability of
potential future events occurring through the use of parameters of a demographic nature such
as for example the rates relative to mortality and resignations or retirement of employees. In
particular, the discount rates used as a reference are rates or rate curves for corporate bonds
with a high credit rating in their respective markets of reference. The changes in each of these
parameters could affect the amount of the liability.

Provisions

The Group creates a provision for disputes and legal proceedings under way when it is
considered probable that there will be a financial outlay and when the amount of the relative
expenses can be reasonably estimated. If the amount of the financial outlay cannot be
reasonably estimated or the probability of such a financial outlay becomes possible, no
provision is established and the fact is indicated in the notes.

During the normal course of business, the Group monitors the status of the disputes which are
ongoing and consults with its own legal and tax advisors. It is therefore possible that the value
of the provisions for the disputes and lawsuits involving the Group may change as a result of
future developments in the proceedings that are ongoing.

Share based payment plan settled with equity instruments

The measurement of the probable market price of options is recognized using the binomial
method (Cox — Ross — Rubinstein). The theories underlying the calculation were (i) volatility,
(ii) risk rate (equal to the return on Eurozone zero-coupon bond securities maturing close to
the date the options will be exercised), (iii) the exercise deadline equal to the period between
the grant date and the exercise date of the option and (iv) the amount of expected dividends.
Lastly, in line with the provisions of IFRS 2, the probability of the recipients leaving the plan
and the probability of achieving the performance targets were taken into account. For further
details see note 5.27.

Hedging derivatives
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The fair value of derivative instruments is determined based on the values observed on
regulated markets or prices provided by financial counterparties. If the values and the sources
mentioned are not available, the estimate is made using valuation models that take into
account the objective valuations such as for example estimates of cash flows and expected
volatility of prices.

2.7 Significant accounting policies
Business combinations and goodwill

Business combinations are recognized using the acquisition method. As at the date the control
is acquired, this requires recognition of their value of identifiable assets (including intangible
fixed assets which had previously not been recognized) and identifiable liabilities (including
contingent liabilities but not including future restructuring) of the acquired company.
Every contingent consideration is also recognised by the Group at its fair value on its
acquisition date. The change in the fair value of the contingent consideration classified as an
asset or liability will be recognized, pursuant to the instructions found in IAS 39, in profit and
loss. If the contingent liability is classified in shareholders' equity, its initial value will never
be subsequently re-determined.
Goodwill arising from a business combination is initially measured at cost which is the
amount by which the fair value of the consideration paid exceeds the Group's portion of the
net fair value of the assets, liabilities and contingent liabilities of the acquired company.
Goodwill from a business combination is allocated, as at the acquisition date, to the individual
cash generating units of the Group or groups of cash generating units that would benefit from
the synergies of the combination, regardless whether other assets or liabilities of the Group
have been assigned to these units or groups of units. Every unit or group of units to which
goodwill is allocated:

- represent the lowest level within the Group at which the goodwill is monitored for

internal management purposes;

- is not larger than the operating segments that have been identified.

When goodwill constitutes a part of a cash generating unit and a part of that internal asset and
unit is sold, the goodwill associated with the sold asset is included in the book value of the
asset for determination of the profit or the loss from the sale. The goodwill disposed of in
those circumstances is measured based on the relative values of the activity disposed of and
the portion of the units retained.

Any profits from the purchase of a company at favourable prices are immediately recognized
in the income statement, while costs related to the combination, other than those which refer
to the issue of bonds or equity instruments, are recognized as expenses in the profit/(loss) of
the year in which they are incurred.
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After initial recognition, goodwill is not amortized and it is decreased by any impairment
losses, which are measured using the procedures described in the paragraph "Impairment
losses of non-financial assets".

Operations which are under common control are recognized at their book values, without any
capital gain, pursuant to the reference accounting standards, and the guidelines issued by the
OPI 1 (preliminary Assirevi guidelines for IFRS), relative to the "accounting treatment of
business combinations of entities under common control in the separate and consolidated
financial statements". According to these guidelines, in the event of business combinations in
which the acquired company is controlled by the same entity, whether before or after the
acquisition, the net assets must be recognized at their book value recorded in the books of the
acquired company prior to the operation. When the transfer values are higher than the
historical values, the excess must be eliminated by adjusting the acquiring company's
shareholders equity downwards.

Hierarchical levels of fair value measurement

Various accounting standards and several disclosure obligations require measurement of the

fair value of assets and liabilities whether financial or non-financial. The fair value is the price

that could be secured for the sale of an asset or which could be paid for the transfer of a

liability in an arm’s length transaction on the measurement date. To increase comparability of

the data and the fair value measurements, the standard establishes a hierarchy identified in
three different levels which reflects the significance of the inputs used in measuring the fair
value. The levels identified are the following:

e Level 1: the inputs consist of listed prices (not amended) in active markets for identical
assets or liabilities which the company can access on the measurement date. A listed price
on an active market which is liquid is the most reliable proof for the fair value
measurement, and if the market for the asset/liability is not unique it is necessary to
identify the most beneficial market for the instrument;

e Level 2: inputs other than listed prices included in level 1 that can be observed, whether
directly or indirectly, for the assets or liabilities to be measured. If the asset or the liability
has a specific duration a level 2 input must be observable for the entire duration of the
asset or the liability. Some examples of instruments which fall within the second
hierarchical level are the following: assets or liabilities in markets which are not active or
interest rates and yield curves which are observable at intervals that are commonly listed,;

e Level 3: inputs for assets or liabilities which are not observable. The non-observable
inputs shall be used only if the inputs of level 1 and 2 are not available. Notwithstanding
this, the purpose remains the same, that is to determine a closing price on the valuation
date, therefore reflecting the assumptions that the market operators would use in
determining the price of the asset or the liability, including the assumptions related to the
risk.
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Plant, machinery, equipment and other assets (tangible fixed assets)
Recognition and measurement

The tangible fixed assets are measured at cost of acquisition including the directly imputable
ancillary expenses net of the depreciation and losses due to accumulated impairment.

Any financial expenses incurred for the acquisition or construction of capitalized assets for
which a specific period of time is normally required in order to render the asset ready for
usage or sale, are capitalized and amortized throughout the life of the asset class they refer to.
All other financial expenses are recognized in the income statements during the year they
refer to.

If a tangible fixed asset is composed of various components with differing useful lives, these
components are recognized separately (if they are significant components).

The profit or the loss generated by the sale of property, plant, machinery, equipment and other
assets is measured as the difference between the net consideration of the sale and the net
residual value of the asset, and it is recognized in the income statement during the year in
which the elimination takes place.

Subsequent costs

The costs incurred subsequently to the purges of the assets and the replacement cost of certain
parts of the assets recognized in this category are added to the book value of the element they
refer to and they are capitalized only if they increase the future economic benefits of the asset
itself. All other costs are recognized in the income statement once incurred.

When the replacement cost of certain parts of the asset is capitalized, the net book value of the
replaced parts is allocated to the income statement. The extraordinary maintenance expenses
which increase the useful life of the tangible fixed assets are capitalized and amortized on the
basis of the residual possibility of use of that asset. The costs for ordinary maintenance are
recognized in the income statement in the year in which they are incurred.

Assets under construction are recognized at cost under assets under construction for as long as
their construction is not available for use; when they become available for use, the cost is
classified in the relative item and depreciated.

Financial leases

Other assets, plant, machinery owned through financial leases, for which the Group has
assumed essentially all the risks and benefits that would derive from ownership, are
recognized on the contract start date, as tangible assets at their fair value or, if it is lower, at
the current value of the lease instalments, amortized throughout the estimated useful life and
adjusted for eventual impairment determined in the ways indicated below. The amount
payable to the lessor is shown in the balance sheet among "other financial liabilities".

Depreciation
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The depreciation period begins from the time the asset becomes available for use and ends on
the earliest of the date on which the asset is classified as held for sale, pursuant to IFRS 5, and
the date on which the asset is eliminated from the books. Any changes to the depreciation
schedule are applied prospectively.

The value to be depreciated is the book value minus the presumable net sales value at the end
of the asset’s useful life, if it is significant and can be reliably measured.

The depreciation rates are determined according to economic - technical rates in relation to
the estimated useful life of the individual assets established pursuant to the company plans for
usage which also consider the physical and technological wear and take into account the
presumable realizable value estimated net of costs for scrapping the asset. When the tangible
asset consists of several significant components with different useful lives, each component is
appreciated separately. When events occur that indicate possible impairment of tangible fixed
assets, or when there are significant reductions in the market value of these assets, significant
technological changes or significant obsolescence, the net book value, regardless of the
depreciation that has already been recognized, is subject to verification based on an estimate
of the current value of future cash flows and eventually adjusted. Subsequently if such
conditions do not come to pass, the impairment will be written down to the book value that
would have existed (net of depreciation) if the impairment of the asset had never been
recognized.

The depreciation is calculated on an accrual basis according to the estimated useful life of the
asset, by applying the following percentages:

Category % used
Plant and machinery 15%
Fixtures and fittings, tools and other equipment 15%
Electronic machinery 20%
Furniture 15%
Office fixtures and fittings and machinery 12%
Automobiles 25%
Mobile phones 20%
Leasehold improvements throughout the duration of the contract
Other assets 15%-20%

Intangible assets with a definite useful life
Initial recognition and measurement

The intangible fixed assets acquired separately are initially capitalized at cost while those that
are acquired through business combinations are capitalized at fair value on their acquisition
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date. After initial recognition the intangible fixed assets are recognized at cost, net of
amortization and any accumulated impairment.

Key Money paid for store openings is considered as a cost related to a real estate lease and is
generally regarded as an asset with a finite useful life determined by the underlying contract
period. These are initially capitalised at cost and after initial recognition, they are carried at
cost less any accumulated amortisation and any accumulated impairment losses.

Subsequent costs

Costs incurred subsequently to purchase are capitalized only when the expected future
economic benefits which are attributable to the asset they refer to are increased. All other
subsequent costs are recognized in the income statement once incurred.

Depreciation

Intangible fixed assets are amortized based on their useful life and they are tested for
impairment whenever there are indications of a possible loss in their value. The period and
method of amortization applied to them is re-examined at the end of each financial year or
more frequently if necessary. Any changes to the depreciation schedule are applied
prospectively.

The profits or the losses from elimination of an intangible fixed asset are measured from the
difference between the net revenue from the sale and the book value of the intangible asset,
and they are recognized in profit and loss in the year during which the elimination takes place.

The amortisation is calculated on an accrual basis according to the estimated useful life of the
asset, by applying the following percentages:

Category % used

Software 20%

Based on the duration of
the lease beginning
from the date that the
shop opens

Based on the duration of
the lease beginning

Entry rights

Key Money from the date that the
shop opens
Brands 5-10%

Financial assets
The Group determines classification of its financial assets after initial recognition and, where

adequate and permitted, reviews this classification upon closure of each year.
Financial assets measured at fair value with changes recognized in profit and loss
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This category includes assets held for trading and assets which are defined upon initial
recognition as financial assets at fair value with changes recognized in profit and loss. The
assets held for trading are all those assets which are acquired for sale in the short term.
Derivatives, including those which are unbundled, are classified as financial instruments held
for trading, unless they are designated as hedging instruments, as defined in IAS 39. The
profits or losses on assets held for trading are recognized in the income statement. For
securities which are widely traded on regulated markets, the fair value is determined by
reference to the stock exchange price recognized upon closure of trading at the end of the
financial year. For investments for which there is no active market, the fair value is
determined using valuation techniques which are based on the prices of recent transactions
between independent parties, the current market value of an essentially similar instrument,
analysis of the discounted cash flows and option appreciation models.

Loans and receivables

Loans and receivables are non-derivative financial assets with payments that are fixed or
which can be determined but which are not listed on an active market. After initial
recognition, these assets are measured according to the amortized cost criterion using the
effective interest rate method net of any allocation for impairment. The amortized cost is
calculated with consideration taken of the discounts and premiums and includes the
commissions and transaction costs that are an integral part of the effective interest rate. The
profits and losses are recognized in the income statement when the loans and receivables are
eliminated or when impairment is observed.

Impairment of financial assets

Upon closure of each year, the Group checks whether a financial asset or group of financial
assets has become impaired.

Assets measured using the amortized cost criteria

If there exists an objective indication that a loan or receivable that has been recognized at
amortized cost has undergone impairment, the amount of the loss is measured as the
difference between the book value of the asset and the current value of estimated future cash
flows (not including future losses on receivables which have not yet been incurred),
discounted using the financial asset's initial effective interest rate (that is, the effective interest
rate calculated on the initial recognition date or the current effective rate for variable interest
rate loans). The book value of the asset is written down using a provision and the amount of
the loss is recognized in the income statement.

The Group initially assesses whether there are indications of any impairment at the individual

level, for the financial assets that are individually significant and, thereafter, at the individual
or collective level for those financial assets that are not. If there are no objective indications of
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impairment for a financial asset which is assessed individually, whether it is significant or not,
this asset is included in a group of financial assets with credit risk characteristics that are
similar and the group is tested for impairment collectively. The assets which are measured
individually and for which an impairment loss is recognized or continues to be recognized,
will not be included in the collective measurement.

If, subsequently, the amount of the impairment is reduced and this reduction can be
objectively connected to an event that took place after the recognition of the impairment, the
previously decreased value can be written back. Any subsequent write backs are recognized in
the income statement to the extent that the book value of the asset does not exceed the
amortized cost on the date of the write back.

For trade receivables, an allocation for impairment is made when there is an objective
indication (such as, for example, the probability of insolvency or significant financial
difficulties of the debtor) that the Group will not be able to recover all the amounts that are
due based on the original conditions and terms of the invoice. The book value of the
receivable is reduced by using a specific provision. Receivables subject to impairment are
reversed when it is determined that they will no longer be recovered.

When a financial transaction takes place, based on the terms of payment that have been
granted, the receivables are measured at amortized cost through discounting of the nominal
value receivable, with the discount recognized as financial income.

In application of IAS 39, an assigned receivable is eliminated if the assignment provides for
the total transfer of the connected risks and benefits (contractual rights to receive the flows
from a financial asset). The difference between the book value of an assigned asset and the
consideration received is recognized in the income statement as a financial expense.

There are no financial assets which are available for sale or investments held to maturity.

Inventories

The inventories are measured at the lower of the cost and net realizable value. The cost of
inventories includes all costs required to bring the inventories to their current location and
status. This includes in particular the purchase price and other costs which are directly
attributable to the purchase of the merchandise. Commercial discounts, returns and other
similar items are deducted when determining the acquisition cost. The method used for the
cost of inventories is the average weighted cost method.

The value of the obsolete and slow moving inventories is written down in relation to the
possibility of use or realization, through Inventory bad debt provision.

Cash and cash equivalents
The cash and cash equivalents include cash on hand and sight and short term deposits of no

more than three months. For the purpose of the cash flow, the cash and cash equivalents are
represented as cash on hand as defined above, net of bank overdrafts.
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Financial liabilities

The financial liabilities are initially recognized at the fair value of the consideration received
net of the transaction costs that are directly attributable to the loan itself. After initial
recognition, the financial liabilities are measured using the amortized cost criteria, applying
the effective interest rate method. Amortization at the effective interest rate method is
included among financial liabilities in the income statement.

Liabilities arising from employee benefits

Post-employment benefits may be offered to employees through defined contribution plans
and/or defined benefit plans. These benefits are based on the remuneration and the years of
service of the employees.
Defined contribution plans are post-employment benefit plans based on which the Group and,
sometimes, its employees pay contributions of a specific amount into a distinct entity (a fund)
and the Group does not and will not have a legal or implicit obligation to pay additional
contributions if the fund does not have assets that are sufficient to cover the obligations to the
employees.
The defined benefit plans are plans for benefits after the end of the employment relationship,
which differ from defined contribution plans. Defined benefit plans can be financed either
completely or partially by contributions paid by the company, and sometimes by its
employees, to a company or a fund, which is legally distinct from the company that provides
the benefits to the employees.
The amount which accrues is projected into the future to estimate the amount payable upon
termination of the employment relationship and subsequently discounted to take into account
the time that has passed prior to the actual payment.
The adjustments to the liabilities regarding employee benefits are determined on the basis of
actuarial assumptions, which are based on demographic and financial assumptions and
recognized on an accrual basis concurrently with the employment services required in order to
obtain the benefit. The amount of the rights accrued during the year by the employees and the
portion of the interests on the accrued amount at the beginning of the period and the
corresponding movements referring to the same period observed is allocated to the income
statement under the item "Personnel expenses” while the financial expense arising from the
actuarial calculation is recognized in the comprehensive statement of income under the item
"Profit (loss) from restatement of defined benefit plans”.
The actuarial valuation is carried out by an actuary who is not employed by the Group.
Following the amendments made to the employee severance indemnity ("TFR") provisions of
law 296 of 27 December 2006 and the subsequent decrees and regulations ("Social Security
Reform™) issued in the initial months of 2007:
- the TFR accrued up to 31 December 2006 is considered to be a defined benefit plan
pursuant to IAS 19. Benefits provided to employees in the form of TFR which are granted
upon termination of the employment relationship are recognized in the vesting period;
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- TFR which accrues subsequently to 1 January 2007 is considered to be a defined
contribution plan and therefore the contributions accrued during the period are recognized
as a cost in their entirety and the portion which has not yet been paid is recognized as a
liability under "Other current liabilities".

Provisions

The allocations to provisions are made when the Group is required to fulfil an actual
obligation (whether legal or implicit) which refers to a past event, when an outlay is possible
for discharge of the obligation and it is possible to reliably estimate the amount thereof. When
the Group believes that allocation to the provision will be partially or fully refunded, for
example in the case of risks covered by insurance policies, the indemnification is recognised
distinctly and separately in assets if, and only if, it is practically certain. In this case, the cost
of the eventual allocation is shown in the income statement net of the amount recognized for
the indemnification. If the effect of discounting the value of money is significant, the non-
current portion of the allocations is discounted.

Onerous contracts provision

A provision for charges of contracts is established when the non-discretionary costs required
to fulfil obligations that have been assumed are higher than the economic benefits that the
Group expects to obtain by virtue of the contract. This provision is based on the current value
of the lower between the cost of cancelling the contract and the net cost of pursuing it. Prior
to recognizing the provision, the Group recognises any impairment of the assets associated
with the contract.

Provisions for restoration of points of sale

For leases which contain a clause requiring restoration of the property, a specific provision is
established. The book value of the liability includes the costs to be incurred up to the time that
the properties are returned to the lessor.

Restructuring provision

A provision is established for restructuring when there is a detailed and official program for
restructuring that has been approved and the restructuring has begun or the main aspects of
which have been publicly disclosed to third parties.

Trade payables

The payables are recognized at their nominal value net of discounts, returns or invoicing

adjustments, representative of the fair value of the obligation. When a financial transaction
takes place based on the terms of payment that have been agreed, the payables are measured
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at amortized cost through discounting of the nominal value receivable, with a discount
recognized as a financial expense.

Assets held for sale

The assets which are held for sale are those for which recovery of the value will take place
mainly through sale rather than through use. The classification in this category takes place
from the time that the sale of a group of assets is considered highly probable and the assets
and liabilities are immediately available for sale in their current conditions. The assets held
for sale are measured at the lower between the cost and the fair value net of the costs to sell.

Impairment of non-financial assets

The Group assesses whether there are any indicators of impairment of tangible and intangible

assets. If there is any such indication, the Group tests the asset for impairment.

The accounting standard does not request formal preparation of an estimate of the recoverable

value unless there are indications of impairment. Assets which are not available for use and

goodwill acquired in business combinations which must be tested for impairment annually

and whenever there is indication of impairment constitute the exception to this principle. The

Group has set the balance sheet closing date as the time for testing of impairment of all assets

for which annual testing is mandatory.

In evaluating whether there is an indication of impairment of an asset, the Group considers:

e an increase in the market interest rates or other investments that could influence the
calculation of the Group's discount rate, thereby diminishing the recoverable value of the
asset;

e significant changes in the technological environment and market in which the Group
operates;

e physical obsolescence not related to the depreciation that the asset has undergone in a
specific period of time;

e any extraordinary plans implemented during the year the impact of which is reflected on
the asset constituting the object of the analysis (for example corporate restructuring
plans);

e operating losses resulting from interim results.

If the analysis shows that there are potential losses due to impairment, the management will
make a preliminary check relative to the useful life, the amortisation criterion, and the
residual value of the asset and, based on the applicable accounting standard, shall make any
amendments to these parameters; specific analysis relative to the impairment of the asset will
take place at a later time.
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As described in 1AS 36, the recoverable value of an asset is the higher of the value in use and
the fair value (net of costs to sell) of the asset itself. Furthermore, in the definition provided in
the international accounting standard, the instructions are the same whether they refer to a
single asset or to cash flow generating units.

In order to better understand the provisions of IAS 36, we provide below some key
definitions:

Value in use: the value in use is the current value of all the cash flows of an asset or a
generating unit, constituting the object of the valuation, which are expected to originate from
it. In particular, an asset generates cash flows, which will be discounted at a pre-tax rate
which reflects the market valuations on the current value of money and the specific risks
inherent in the asset. These cash flows are determined based on the company's business plan.
These plans are constructed on the basis of detailed budgets and separate calculations for each
asset/cash generating unit. The budgets used do not include the effects arising from the
extraordinary activities (restructuring, sales and acquisitions) and cover a period of time of up
to five financial years;

Fair value: it represents the price that could be secured for the sale of an asset or which could
be paid for the transfer of a liability in an arm’s length transaction on the measurement date.
To determine the fair value of an asset, the Group uses valuation models that use listed shares,
models with valuation multipliers and other available indicators as a reference;

Cash generating units (or cash flows): a cash generating unit (CGU) is a group of assets
which, together, generate cash flows that are incoming or outgoing regardless of the cash
flows generated by other assets and activities. A group of assets is the smallest identifiable
group able to generate incoming cash flows;

Book value: the book value is the value of assets net of depreciation, write-downs and write
backs.

The accounting standard provides the option of selecting either the fair value or the value in
use. In fact, if one of the two values is higher than the book value, it is not necessary to
identify the other amount as well. Furthermore, the fair value of an asset or cash generating
unit is not always measurable, as there is no criteria that provides a reliable estimate of the
selling price of an asset in an arm’s length transaction between market operators. In these
cases, the value in use can be considered as the recoverable value of the asset.

Once all the useful values have been identified and determined in terms of evaluating the
asset or the CGU, the book value is compared with the recoverable value and if the book
value is higher than the recoverable value, the Group will write down the asset to its
recoverable value.

On each balance sheet closing date, the Group will furthermore measure, in regard to all the
assets other than goodwill, eventual existence or non-existence of impairment that has
previously been recognised and, should these indications exist, the recoverable value is
estimated. The value of an asset that has previously been written down can be written back
only if there are changes in the estimates on which the recoverable value calculation which
resulted in recognition of the last impairment was based.
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The write-back cannot exceed the book value that would have existed, net of depreciation and
amortization, if no impairment loss had been recognized in previous years. This write back is
recognized in the income statement.

Derivative financial instruments and hedge accounting

The Group holds no derivative financial interests for speculative purposes. However, if the

derivative financial instruments do not satisfy all the terms and conditions required for hedge

accounting, the changes in fair value of these instruments are recognized in the income

statement as financial expenses and/or income.

Therefore, the derivative financial instruments are recognized using hedge accounting rules

when:

e the formal designation and documentation of the hedging relation itself exists from the
beginning of the hedge;

e itis presumed that the hedge is highly effective;

o the effectiveness can be reliably measured and the hedge itself is highly effective during
the periods of designation.

The Group uses the derivative financial instruments to cover their exposure to interest rate
and currency risk.

The derivatives are initially measured at fair value; the transaction costs attributable to them
are recognized in the income statement at the time that they are incurred. After initial
recognition, the derivatives are measured at fair value. The relative changes are recognized as
described below.

Cash flow hedges

The changes in the fair value of the derivative hedging instrument designated as a cash flow
hedge are recognized directly in equity to the extent that the hedge is effective. For the non-
effective portion, the changes in fair value are recognized in the income statement.
Recognition of the hedge, as indicated above, ceases prospectively if the instrument
designated as the hedge:

¢ no longer satisfies the criteria for recognition as a hedge;

e reaches maturity;

e issold;

e isceased or exercised.

The accumulated profit or loss is kept in equity until the expected operation takes place.
When the hedged element is a non-financial asset, the amount recognized in equity is
transferred to the book value of the asset at the time that it is recognized. In other cases, the
amount recognized in equity is transferred to the income statement in the same year in which
the hedged element has an effect on the income statement.
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Share based payment

Key executives and certain managers of the Group may receive a portion of their
remuneration in the form of share based payments. Pursuant to IFRS 2, these are equity
settled plans. The right to payment accrues over the vesting period during which the managers
perform their duties as employees and reach performance targets. Therefore, during the
vesting period, the current value of share based payments as at the assignment date is
recognized in the income statement at cost with an offsetting entry in a special shareholders'
equity reserve. Changes in the current value subsequent to the assignment date have no effect
on the initial valuation. In particular, the cost, which corresponds to the current value of the
options on the assignment date, is recognized among personnel costs on a straight line basis
throughout the period from the date of the assignment and the date of maturity, with an
offsetting entry recognized in shareholders' equity.

Cancellation of financial assets and liabilities

A financial asset (or, where applicable, the part of the similar financial asset) is cancelled
from the balance sheet when:
e the rights to receive the cash flows from an asset have been extinguished;

e the Group reserves the right to receive cash flows from the asset, but has assumed the
contractual obligation to pay them in full and without delay to a third party.

A financial liability is cancelled from the balance sheet when the obligation underlying the
liability has been extinguished, or cancelled or fulfilled.

Revenue

Revenues are recognized to the extent that the Group is likely to receive the economic
benefits arising from them and the relative amount may be determined reliably, regardless of
the collection. Revenues are measured at the fair value of the consideration received, not
including discounts, reductions, bonuses or other taxes on sales. The following specific
recognition criteria for revenues must be complied with prior to allocation to the income
statement:

Sale of assets

The revenue is recognized when the company has transferred to the buyer all the significant
risks and benefits connected to ownership of the asset, generally at the time that the consumer
purchases the product at the point of sale, the delivery of the good to a residence in the event
of home delivery, or when the ownership is transferred in the wholesale and B2B channel. As
provided in the annex to IAS 18, sales in which delivery is deferred upon request of the
purchaser ("bill and hold™) are recognized as revenue at the time that the consumer makes the
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purchase. The revenue is recognized when the asset is available, has been identified and is
ready to be delivered and furthermore deferral of the delivery has been requested by the
purchaser. Similarly the income from the sale is recognized upon purchase of the good by the
consumer even if installation thereof is required. Indeed, the annex to 1AS 18 provides that
the revenue be recognized immediately upon acceptance of delivery by the purchaser when
the installation procedure is very simple (for example installation of a device that requires
only unpacking, and connection to an electrical outlet).

The Group has a customer loyalty program which is based on points, the Unieuro Club, with
which customers can accumulate loyalty points when they acquire products in points of sale
bearing the Unieuro Brand. Once a specific minimum number of points have been collected,
they can be used as a discount on the purchase of another product. The duration of the
program coincides with the fiscal year. The Group records an adjustment to the estimated
revenues based on the points accrued which had not yet been spent, the value of the discount
to be paid as provided by the loyalty program and the historical information regarding the
percentage of loyalty point usage by customers.

Provision of services

The revenues and the costs arising from the provision of services are recognized on the basis
of the progress of the services at the closing date of the year. The progress is determined
based on the valuation of the work that has been carried out. When several services are
provided within a single contract, the consideration is distributed among the individual
services based on the relative fair value.

For the sale of guarantee extension services over and above the guarantee provided by the
manufacturer pursuant to the law, the Group recognises the revenue throughout the duration
that the services are provided, based on the estimated interventions for repairs under
guarantee. The interventions for repairs that are under guarantee are estimated based on
historical information regarding the nature, frequency and costs of the interventions under
guarantee, duly interpolated to stimulate future curves of such events occurring.

Commissions

The payments received on the sale of specific goods and services such as for example
consumer loans, are calculated as a percentage of the value of the service that is carried out or,
sometimes on the basis of a fixed consideration and they correspond with the amount of the
commission received by the Group.

Revenues from operating leases when the Company is the Lessor

The revenues from operating leases (rental income) are recognized on a straight line basis

throughout the duration of the leases existing as at the balance sheet closing date and they are
classified among "other income™ given their operating nature.
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Costs

The costs and other operating expenses are recognized in the income statement when they are
incurred on the basis of the accruals principle and the correlation of revenues, when they do
not produce future economic benefits or when the latter do not have to be recognised as
assets.

The costs for the purchase of merchandise are recognized upon assumption of all the risks and
benefits connected to ownership and they are measured at the fair value of the consideration
payable net of any reductions, returns, trade discounts and bonuses.

Agreements with suppliers involve recognising premiums and contributions. These premiums
and contributions are recognised either as a percentage of the quantities purchased, or as a
fixed figure on the quantities purchased or sold, or as a defined contribution. For commercial
agreements with a maturity date that is later than the end of the financial year an estimate is
made based on the amount of purchase or sale and on valuations that take into account
historical data regarding the effective recognition of premiums and contributions by suppliers.

The costs for services are recognized on the basis of the progress of the services at the closing
date of the year.

It is hereby specified that the costs relative to the listing of the shares of the Company on
Mercato Telematico Azionario of Borsa Italiana S.p.A. are recognized in the income
statement when they are incurred pursuant to the accruals principle. This accounting treatment
arises from the structure of the offer solely for the placement of the shares sold by Italian
Electronics Holdings, which did not generate income for Unieuro.

The costs arising from operating leases are recognized on a straight line basis throughout the
duration of the reference contracts. Additional costs which depend on and are determined by
the revenues achieved in a specific point of sale, are recognized on an accruals basis during
the contractual period.

Interest income and interest expense

Interest income and expenses are recognized in the net result for the year on an accruals basis
using the effective interest rate method. The effective interest method is the rate that exactly
discounts the future expected cash flows to the net book value of the financial asset or
liability, based on the expected life of the financial instrument.

Taxes

Current taxes
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The current taxes are determined based on a realistic forecasts of tax expenses payable on an
accruals basis and in application of the applicable tax laws. The rates and tax laws used to
calculate the amount are the applicable rates and laws, or essentially those which are in force,
as at the balance sheet closing date. The current taxes which are relative to elements that are
not included in the income statement, are allocated directly to the statement of comprehensive
income and thereafter to shareholders' equity, in line with the recognition of the element to
which they refer.

Following the loss of control of Italian Electronics Holdings which took place on 6 September
2017, the national tax consolidation scheme was interrupted and Italian Electronics Holdings
as the consolidating party exercised its option with effect from the year ended 28 February
2015;

Deferred taxes

The deferred taxes are calculated using the so-called "liability method" on the temporary
differences from the balance sheet data between the tax values used as a reference for the
assets and liabilities and the values included in the balance sheet. The deferred tax liabilities
are recognized against all taxable temporary differences, except when the deferred taxes arise
from initial recognition of goodwill of an asset or liability in a transaction that is not a
business combination and that, at the time of the transaction, has no effect either on the profit
for the year calculated for the balance sheet statement purposes or the profit or the loss
calculated for tax purposes.

The deferred tax assets are recognized against all the deductible temporary differences and for
tax losses brought forward, to the extent that the existence of adequate future taxable profits
sufficient for usage of the deductible temporary differences and tax losses brought forward is
probable. The value to post in the balance sheet of the deferred tax assets is re-examined on
each balance sheet closing date and reduced to the extent that it is no longer probable that
there will be sufficient taxable profits in the future for the recovery of these assets. The
deferred tax assets which are not recognized are re-examined periodically on the balance sheet
closing date and they are recognized to the extent that it has become probable that there will
be taxable profit that can absorb these deferred taxes.

The deferred taxes are measured based on the tax rates that are expected will be applicable in
the financial year in which these assets will be realised or these liabilities will be
extinguished, considering the rates applicable and those already issued or essentially issued
on the balance sheet date. The estimate has considered the provisions of law 208 of 28
December 2015 "Stability law 2016" which has provided for reduction of the IRES rate from
27.5% to 24% with effect for the tax years subsequent to 28 February 2017.

The deferred tax assets and liabilities are offset if they refer to taxes payable to the same tax
authority and there exists a legal right that allows offsetting of the assets and liabilities for
current taxes.

Effects of the changes in foreign exchange rates
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The financial statements are presented in Euro, which is the Group's functional and
presentation currency. The transactions in a foreign currency are recognized initially at the
exchange rate (which refers to the functional currency) existing as at that transaction date. The
monetary assets and liabilities which are denominated in a foreign currency are converted
back to the functional currency at the exchange rate applicable on the balance sheet closing
date. All foreign exchange differences are recognized in the income statement. The non-
monetary items which are measured at their historical cost in a foreign currency are converted
using the exchange rate applicable as at the initial date on which the transaction was recorded.
The non-monetary items which are measured at their fair value in a foreign currency are
converted using the exchange rate applicable as at the initial date the value was recorded.

Earnings per share
Earnings per share - basic

The basic earnings per share are calculated by dividing the profit of the Group by the number
of Unieuro S.p.A. shares on the date the financial statements are approved.

Earnings per share - diluted

The diluted earnings per share are calculated by dividing the profit of the Group by the
number of Unieuro S.p.A. shares on the date the financial statements are approved. For the
purpose of calculating the diluted earnings per share, the shares are modified assuming that all
holders of rights that potentially have a dilutive effect exercise these rights.

Segment Reporting

An operating segment is defined by IFRS 8 as a component of an entity that: i) undertakes
business activities and generates revenues and costs (including revenues and costs that refer to
the operations with other components of the same entity); ii) the operating results of which
are reviewed periodically at the highest decision-making level of the entity in order to adopt
decisions regarding resources to allocate to this segment and measurement of the results; iii)
for which separate financial information is available.

The information regarding the business segments was prepared pursuant to the instructions set
forth in IFRS 8 "Operating Segments”, which provide for presentation of information in line
with the procedures adopted at the top management level for assumption of operating
decisions. Therefore, identification of the operating segments and the information presented
are defined on the basis of internal reports used by the Group for allocation of resources and
for analysis of the relative performances.

2.8  New accounting standards
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The new accounting standards, amendments and interpretations endorsed by the
European Union which came into effect from the year beginning 1 March 2017

Though they entered into effect from the year that began on 1 March 2017, the following new
documents have not had a significant effect on the financial statements in terms of disclosures
or changes to the accounting standards, as they mainly refer to issues that do not apply to the
Group:

Improvements to IFRS (2014-2016 cycle)

Amendments to IAS 7 - information

Amendments to 1AS 12 - measurement of deferred tax income on unrealised losses

Accounting standards, amendments and interpretations IFRS and IFRIC endorsed by
the European Union which are not yet mandatorily applicable and had not been adopted
early by the Group as at 28 February 2018

Below are the new accounting standards or amendments to standards applicable for the years
beginning after 1 January 2018, for which early application is allowed. The Group has
decided not to adopt them early for preparation of these financial statements:

- IFRS 15 - “Revenue from Contracts with Customers”: On 28 May 2014, the IASB
issued IFRS 15 “Revenue from Contracts with Customers” (hereinafter IFRS 15),
which sets when and how to recognize revenue from contracts with customers
(including contracts regarding work on order). In particular, IFRS 15 requires that
recognition of revenues be based on the following 5 steps: (i) identify the contract
with the customer; (ii) identify the performance obligations in the contract (the goods
or services that have been promised to the customer); (iii) determine the transaction
price; (iv) allocate the transaction price to the performance obligations in the contracts
based on the standalone selling price of each good or service; and (v) recognise
revenue when (or as) the entity satisfies a performance obligation Moreover, IFRS 15
integrates financial statement information to provide with regard to the nature,
amount, timing and uncertainty of revenues and the relative cash flows. The
provisions of IFRS 15 are effective from the years beginning on or after 1 January
2018.

- IFRS 9 - “Financial Instruments”: On 24 July 2014, the IASB finished the revision of
the accounting standard on financial instruments with the issuing of the complete
version of IFRS 9 “Financial Instruments” ( IFRS 9). In particular the new provisions
of IFRS 9: (i) modify the classification and valuation model for financial assets; (ii)
introduce a new method for writing down financial assets that takes into account
expected losses (the expected credit losses); and (iii) amend the provisions regarding
hedge accounting. The provisions of IFRS 9 are effective from the years beginning on
or after 1 January 2018.
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IFRS 16 - “Leases”. On 13 January 2016, the IASB issued IFRS 16 “Leases”,
(hereinafter IFRS 16) which replaces IAS 17 and its related interpretations. In
particular, IFRS 16 defines a lease as a contract that attributes to the customer (the
lessee) the right to use an asset for a specific period in exchange for a consideration.
The new accounting standard eliminates the classification of leases as being operating
or financial for financial statement preparation purposes by companies that are lessees;
for all leases with a term exceeding 12 months, the recognition of an asset, which
represents the right of use, and a liability, which represents the obligation to make the
payment set forth in the contract, is required. Conversely, for the preparation of the
lessor’s financial statements, the distinction between operating and financial leases is
maintained. IFRS 16 reinforces financial statement disclosure for both lessees and
lessors. The provisions of IFRS 16 are effective from the years beginning on or after 1
January 2019.

Clarifications to IFRS 15 — “Revenue from Contracts with Customers”: On 12 April
2016, the 1ASB issued amendments to IFRS 15 “Clarification to IFRS 15 Revenue
from contracts with customers™. The IASB along with the FASB, in order to facilitate
the implementation phase of the new IFRS 15, have introduced the following
clarifications: (i) to identify the performance obligations provided in the contract, the
change to the standard makes it clear that for the purposes of recognising revenue, an
analysis shall be carried out to determine whether the nature of the performance, in the
context of the contract, is to transfer individual assets or provide individual services
separately, or if the transfer/delivery of a ‘unicum’ formed from the combination of
the items with respect to which the individual assets and services represent an
indivisible component. In particular, the description has been expanded and clarified
for the factors to be considered in the context of this analysis, pointing out, for
example, that when two or more components of a contract cannot be supplied
separately from each other, there is an indicator that the components are significantly
interrelated and, therefore, constitute a single performance, (ii) to the guidance
contained in the IFRS 15 which deals with licensing of intellectual property in order to
determine whether the related revenues are to be reported at a point in time, or over
the time, (iii) to the identification of so-called agency relationships (irrespective of the
legal form of the contract), in order to distinguish the circumstances in which the
recognition of revenues should be “gross” of costs, from those in which a clear
representation in that performance similar to a commission is required, (iv) to the
provisions of the first application of the standard, in particular two new simplifications
are introduced that allow the non-application of the new standard to contracts that
have already been completed at the beginning of the first of the financial years
presented at the date of first application in case of retrospective application and
contract changes that took place before the beginning of the earliest financial year
presented on the date of first application, considering such changes as integral parts of
the original contract. The amendments are applicable from 1 January 2018, but early
application is allowed. The changes must be applied retrospectively as if they had
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been included in the IFRS 15 standard on the date of the first application. The
provisions of IFRS 15 are effective from the years beginning on or after 1 January
2018.

- amendments to IFRS 4 - “Insurance Contracts*: On 12 September 2016 the IASB
issued amendments to IFRS 4 “Insurance Contracts* - joint application of IRFS 9
Financial instruments and IFRS 4 Insurance Contracts. The amendments to IFRS 4 are
aimed at remedying the temporary accounting consequences of the time-lag between
the date that IFRS 9 comes into force and the date that the new accounting standard
for insurance contracts that replaced IFRS 4 comes into effect (IRFS 17). The
provisions are effective from the years beginning on or after 1 January 2018.

Based on the facts and cases to which the new documents apply, and acknowledging the
current accounting standards adopted by the Group, it is believed that there will be
significant effects from the first-time application of these documents insofar as IFRS 16,
which will enter into effect from the years beginning on or after 1 January 2019. In fact,
this new standard provides that a lessee, except for specific exemptions (e.g. short-term
leases or leasing of goods with a minimal value), must recognise all leases in the financial
statements, including those currently classified as operating leases, as financial liabilities
for the obligation to pay the future instalments, and the rights of use arising from the
leases must be recognised under non-current assets as offsetting entries. The estimate of
the quantitative effects arising from application by the Group of IFRS 16 is currently
being calculated.

Furthermore, it is hereby noted that the analyses for identification of any effects arising
from first application of IFRS 9 with regard to the measurement, classification and
valuation of financial instruments and IFRS 15 with regard to the time and measurement
of revenues for the sale of assets and the provision of services to customers are also
currently underway. Based on some calculations, it is reasonable to assume that the effects
for the Group arising from first time application of these new standards will not be
significant.

The accounting standards, amendments and IFRS interpretations which have not yet
been endorsed by the European Union

- On 8 December 2016, the 1ASB issued IFRIC Interpretation 22: Foreign Currency
Transactions and Advance Consideration, the new document provides clarifications
regarding the accounting for foreign currency transactions.

- On 8 December 2016, the IASB issued amendments to IAS 40 - Transfers of
Investment Property. The amendments refer to section 57 of IAS 40 and apply to
financial statements covering periods beginning on (or after) 1 January 2018, but
earlier adoption is permitted.

- On 18 May 2017, the 1ASB issued IFRS 17 Insurance Contracts. The standard aims to
improve understanding by investors, but not only them, of the risk exposure, the
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profitability and the financial position of the insurers. IFRS 17 replaces IFRS 4 issued
in 2004 as interim Standard. It will enter into force as of 1 January 2021, but earlier
adoption is permitted.

On 7 June 2017, the IASB issued IFRIC 23 Uncertainty over Income Tax Treatments
that provides accounting guidance on how to reflect any income tax uncertainties
regarding the taxation of a given phenomenon. IFRIC 23 will enter into force on 1
January 2019.

On 20 June 2016, the IASB issued amendments to IFRS 2 “Classification and
measurement of share-based payment transactions (Amendments to IFRS 2)”. The
IASB has clarified the following application topics: (i) if the cash-settled share-based
payment plan provides conditions for vesting of the plan, the liability shall be
calculated on every closing date of the financial statements with the same logic
followed for equity-settled plans. Therefore, also for cash-settled plans, the fair value
of the assigned instruments must be calculated by considering only the conditions for
achieving market objectives, while the terms of service and conditions for achieving
non-market goals will be used to determine the number of instruments that are
assigned during the vesting period, (ii) in the event that the equity-settled plan
provides a mechanism by which the number of shares acquired is reduced by the
amount of the withholding tax paid on behalf of the employee, then the entire plan is
classified as equity-settled provided that the plan allows or requires the entity to adjust
the plan, net of withholding tax to be paid on behalf of the employee, and that the
entire plan, in the absence of the above mentioned clause, would be classified as
equity-settled, and (iii) in the case of modification of a plan from *“cash-settled” to
equity-settled”, the accounting treatment to be followed at the date of the modification
involves de-recognising the liability for the original *““cash-settled” plan, recognising
in shareholders’ equity an amount equal to the fair value of the new “equity-settled *
plan according to services and goods already received, and recognising the difference
between these two previous amounts in the profit/(loss) for the financial year. The
amendments to IFRS 2 Share-based payments should be applied retroactively starting
with financial statements for financial years that begin on (or after) 1 January 2018.

On 12 October 2017, the IASB issued amendments to IFRS 9 - Prepayment Features
with Negative Compensation. The amendments are aimed at allowing the
measurement at amortised cost or fair value through other comprehensive income
(OCI) of financial assets featuring an early termination option with negative
compensation.

On 12 October 2017 the IASB issued amendments to IAS 28 - Long-term Interests in
Associates and Joint Ventures. The amendments are designed to clarify to which long-
terms receivables from an associated company or joint venture which, in essence, are
part of the net investment of the associated company or joint venture IFRS 9 applies.
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- On 12 December 2017 the IASB published Annual Improvements to IFRSs 2015 -
2017 Cycle, which include amendments to IAS 12 - Income Taxes, IAS 23 -
Borrowing Costs, IFRS 3 - Business Combination and IFRS 11 - Joint Arrangements.
The amendments will come into force on 1 January 2019. Early application is
permitted.

- On 7 February 2018 the IASB published amendments to IAS 19 - “Plan Amendment,
Curtailment or Settlement” which clarifies how pension expenses are calculated when
there is a change in defined-benefit plans. The amendments will come into force on 1
January 2019.

3 INFORMATION ON FINANCIAL RISKS

With respect to business risks, the main risks identified, monitored and, as specified below,
actively managed by the Group are as follows:
- credit risk (both in relation to normal trading transactions with customers as well as
financing activities);

- liquidity risk (with respect to the availability of financial resources and access to the
credit market and financial instruments in general);

- market risk (including currency and interest rate risks).

The objective is to maintain over time balanced management of the financial exposure so as
to ensure a liability structure that is coherent in terms of the composition of the asset
structure and able to ensure the necessary operating flexibility through the usage of liquidity
generated from current operations and usage of bank lending.
The main financing instruments used are:

- medium-long term loans, to cover investments in fixed assets;

- short-term loans, current account credit lines to finance working capital.

Furthermore, hedges have been established to cover the risk of interest rate fluctuation, that
have influenced the cost of financial indebtedness in the medium - long-term and
consequently also the economic results. The following section provides qualitative and
quantitative information regarding the incidence of these risks.

3.1 Credit Risk

Credit risk is the possibility that an unexpected change in the credit rating of a counterparty
will expose the Group to the risk of default, subjecting it to potential lawsuits. By way of
introduction, we note that the credit risk which the Group is subject to is minimal since its
sales are mainly to the end consumers who pay the consideration upon purchasing the
product. Sales to affiliates (Wholesale channel) and wholesale customers (B2B channel),
which represent a total of approximately 17.6% of the Group’s revenues as at 28 February
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2018, require the Group to use strategies and instruments to reduce this risk. The Group has
credit control processes which include obtaining bank guarantees to cover a significant
amount of the existing turnover with customers, customer reliability analysis, the allocation of
credit, and the control of the exposure by reporting with the breakdown of the deadlines and
average collection times. There are no significant concentrations of risk. The other receivables
are mainly receivables from the tax authorities and public administrations, lease instalments
paid early and advances paid for services which therefore carry a limited credit risk.

The financial assets are recognised net of write-downs calculated based on counterparty
default risk. This is determined according to procedures that can involve both write-downs of
individual positions, if they are individually significant, and for which there is an objective
condition of total or partial non-collectability, or on collective write-downs based on
historical and statistical data. Furthermore, the book value of its financial assets represents the
Group’s maximum exposure to credit risk.

3.2 Liquidity Risk

Liquidity risk is the risk of failure to fulfil contractual obligations. The contractual obligations
consist of discharging financial liabilities within the deadlines that have been set. Liquidity
risk management is the management of incoming funds, guaranteeing a balance between cash
inflows and outflows and thereby minimizing the cost of financial management. This
translates into procuring financial resources sufficient to maintain the company’s financial
structure streamlined, reducing that cost to the minimum level (in terms of financial
expenses) Liquidity risk is limited by:

cash flows from operations: optimal management of incoming cash flows from normal

operations as compared to cash outflows;

- usage of short-term loans (hot money);

- usage of committed credit lines: these are credit lines that pools of banks commit to
having available for the Group until maturity;

- usage of non-committed financial assets only for funding purposes;

- usage of medium/long-term loans able to maintain the Company’s ordinary and other
operations; the usage of this type of resource requires constant monitoring of
expirations of financial debts as well as contingent market terms and conditions.

The liquidity risk consists of the possible difficulty of obtaining financial resources at an
acceptable cost in order to conduct normal operating activities. The factors that influence
liquidity risk refer both to resources that are generated or absorbed by current operations as
well as to those that are generated or absorbed by investments and financing, the latter
referring to repayment schedules or accessing short and long-term financial loans and the
availability of funds in the financial market.
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The financial structure in its entirety is constantly monitored by the Group to ensure coverage
of its liquidity needs. Below is the Group's financial structure by deadline for the years and at
28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) BEL%T,?&?; ?Oig Within 12M Bet\NeeGnmlelM and Over 60M Total

Financial liabilities 47,479 6,961 40,518 - 47,479
Other financial liabilities 18,451 6,256 12,195 - 18,451
Total 65,930 13,217 52,713 - 65,930

(Amounts in thousands of Euros)

Balance as at
Over

28 February Within 12M Between 12M and 60M Total

2017 60M
Financial liabilities 31,780 5,984 25,796 - 31,780
Other financial liabilities 6,845 2,418 4,427 - 6,845
Total 38,625 8,402 30,223 - 38,625

3.3 Market Risk

3.3.1 Interest rate risk

The Group uses external financial resources in the form of debt and available liquidity from
bank deposits. Changes in the market interest rate levels influence the cost and return of
various forms of financing and usage, thereby affecting the level of the Group’s financial
income and expenses.

To address these risks, the Company has stipulated with a pool of banks derivative contracts
consisting of Interest Rate Swaps (IRS) in order to mitigate the potential effect of changes in
the interest rates on the economic result, with economically acceptable terms and conditions.
The interest rate swaps in existence as at 28 February 2018 were stipulated following the
conclusion of a loan contract with a pool of banks, led by Banca IMI S.p.A.. On 12 February
2018 following the closing which took place on 9 January 2018, the date on which the loan
agreement known as the Senior Facilities Agreement was concluded (the “Loan Agreement”),
new interest rate swaps associated with the term loan current supplied by the pool were
concluded.

(Amounts in thousands

Nominal value as at Fair value as at
of Euros)
— Stipulated Expires 28 February 28 February 28 February 28 February
Derivative contracts on on 2018 2017 2018 2017
Interest  Rate  SWaps 1510012018 09/01/2023 50,000 - 251 -

(IRS)

The interest rate swaps, which satisfy the requirements of IAS 39, are recognised using the
hedge accounting method. The amount recognized in equity under the cash flow hedge
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reserve is equal to €191 (negative) thousand as at 28 February 2018 and zero as at 28
February 2017.

Sensitivity Analysis

The exposure to interest rate risk was measured by means of a sensitivity analysis that
indicates the effects on the income statement and on shareholders' equity arising from a
hypothetical change in market rates which discount appreciation or depreciation equal to 50
BPS compared to the forward rate curves as at 28 February 2018.

Effect of changes on financial expenses - income statement

To address the risk of changes in interest rates, the Group has stipulated with a pool of banks
derivative contracts consisting of interest rate swaps in order to mitigate, under economically
acceptable terms and conditions, the potential effect of changes in the interest rates on the
economic result. A change in the interest rates, from a hypothetical change in market rates
which respectively discount appreciation and depreciation of 50 BPS, would have resulted in
an effect on financial expenses for 2018 as follows below.

(Amounts in thousands of Euros) - 50 bps + 50 bps

As at 28 February 2018 11 (11)

Note: the positive sign indicates a higher profit and an increase in equity; the negative sign indicates a lower profit and a decrease in equity.

We note that the sensitivity analysis arising from a hypothetical change in the market rates
which respectively discount appreciation and depreciation equal to 50 BPS, takes into account
the hedges established by the Group.

We note that for the purposes of this analysis, no hypothesis has been made relative to the
effect of the amortized cost.

Effect of a change in the cash flow hedge- shareholders' equity reserve

The impact on the fair value of IRS derivatives arising from a hypothetical change in interest
rates is summarized in the table below.

(Amounts in thousands of Euros) - 50 bps + 50 bps

Sensitivity analysis as at 28 February 2018 ) 2

3.3.2 Currency Risk
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The Group is exposed to currency risk, which is the risk connected to fluctuations in the
exchange rate of two currencies, mainly due to importation of merchandise. This risk is
considered irrelevant for the Group since the volume of the transactions in a foreign currency
is not significant; in any case the Group covers the estimated exposure to currency rate
fluctuations related to the main transactions anticipated in the short term concerning
merchandise imports which require payment to suppliers in United States dollars, using
forward contracts for United States dollars. The fair value of the forward instruments in
existence as at 28 February 2018 is negative at €61 thousand. The effects of these derivative
financial instruments used for hedging purposes were recognised in the income statement, as
they do not comply with all the requirements set forth in IAS 39 for hedge accounting.

Sensitivity Analysis

Exposure to credit risk was measured by means of a sensitivity analysis that indicates the
effects on the income statement and shareholders' equity from a hypothetical appreciation
(depreciation) of the Euro on the United States dollar.

This analysis assumes that all other variables, interest rates in particular, are unchanged and
does not consider the effects of sales and purchases.

A change in the currency rates, from a hypothetical change in market rates which respectively
discounts appreciation and depreciation of 50 BPS, would have resulted in an effect on
financial expenses as shown below.

(Amounts in thousands of Euros) Profits/(losses) for the year ended 28 February 2018
appreciation depreciation
USD (5% change) 3) 3

3.4 Fair value estimates

The fair value of the financial instruments listed on an active market is based on market prices
as at the balance sheet date. The fair value of the instruments which are not listed on an active
market is determined by using valuation techniques which are based on a series of methods
and assumptions which are connected to market conditions as at the balance sheet date.

The classification of the fair value of financial instruments based on the following
hierarchical levels is set out below:

- Level 1: fair value determined based on listed prices (not adjusted) on active markets
for identical financial instruments;

- Level 2: fair value determined using valuation techniques that refer to variables that
are observable on active markets;
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- Level 3: fair value determined using valuation techniques that refer to variables that

are not observable on active markets.

Financial instruments measured at fair value are classified at level 2 and the general criterion
used to calculate them is the current value of future cash flows provided for the instrument

constituting the object of the measurement.

The liabilities relative to the bank indebtedness are measured using the amortized cost
criterion. Trade payables and receivables are measured at their book value, net of any
provision for bad debts, as this is considered to be close to the current value.

The table below separates financial assets and liabilities by category as at 28 February 2018

and 28 February 2017:

(Amounts in thousands of Euros)

Year ended 28 February 2018

Loans and Fair value_ of S
receivables . hedging Other liabilities  Total
instruments
Financial assets not designated at fair value
Cash and cash equivalents 61,414 - - 61414
Trade receivables 39,572 - - 39,572
Other assets 18,472 - - 18,472
Financial assets designated at fair value
Other assets 56 56
Financial liabilities not designated at fair value
Financial liabilities - - 47,479 47,479
Trade payables - - 411,450 411,450
Other liabilities - - 164,060 164,060
Other financial liabilities - - 18,128 18,128
Financial liabilities designated at fair value
Other financial liabilities - 323 - 323
(Amounts in thousands of Euros) Year ended 28 February 2017
Loans and Fair valug of Other
receivables . hedging liabilities Total
instruments
Financial assets not designated at fair value
Cash and cash equivalents 36,666 - 36,666
Trade receivables 35,203 - 35,203
Other assets 15,968 - 15,968
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Financial assets designated at fair value

Other assets 53 53
Financial liabilities not designated at fair value

Financial liabilities - - 31,780 31,780
Trade payables - - 334,546 334,546
Other liabilities - - 140,348 140,348
Other financial liabilities - - 6,838 6,838

Financial liabilities designated at fair value

Other financial liabilities - 7 7

4 INFORMATION ON OPERATING SEGMENTS

The Group has identified just one operating segment, which is the entire company and covers
all the services and products provided to customers. The Group’s view of itself as a single
omnichannel business means that the company has identified a single Strategic Business Unit
(*SBU”). Management has also identified three Cash Generating Units (CGUS) inside the
SBU to which goodwill has been allocated. This approach is supported by the control model
of the management’s operations that considers the entire business, regardless of the product
lines or geographical location, which management does not consider significant in decision-
making. The operating segment’s results are measured by analysing trends of revenue and
gross operating profit or loss.

The operating segment’s results are measured by analysing trends of revenue and gross
operating profit or loss.

(in thousands of Euros and as a percentage of revenues) Year ended

28 February 2018 28 February 2017
Revenue 1,873,792 1,660,495
GROSS OPERATING PROFIT 41,013 38,084
% of revenues 2.2% 2.3%
Depreciation, amortisation and write-downs (21,728) (17,958)
OPERATING PROFIT 19,285 20,126
Financial income 303 358
Financial expenses (7,933) (6,222)
PROFIT BEFORE TAX 11,655 14,262
Income taxes (697) (2,675)
CONSOLIDATED PROFIT/(LOSS) FOR THE YEAR 10,958 11,587
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The impact of the gross Profit/(loss) on Revenues decrease from 2.3% for the year ended 28
February 2017 to 2.2% for the year ended 28 February 2018.
The table below contains a breakdown of revenue by product category and service offered:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Grey 862,555 798,791
White 494,317 421,929
Brown 348,357 301,370
Other 102,777 79,855
Services 65,786 58,550
Total 1,873,792 1,660,495

The table below contains a breakdown of the revenues per geographical area:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Abroad 9,058 7,000
Italy 1,864,734 1,653,495
Total 1,873,792 1,660,495

The revenues are attributed based on the invoicing in Italy/abroad.
The Group does not have non-current assets in countries where it does not have offices.

5 NOTES TO THE INDIVIDUAL CONSOLIDATED BALANCE SHEET ITEMS
5.1  Plant, machinery, equipment and other assets

Below is the balance of the item "Plant, machinery, equipment and other assets™ by category
as at 28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Amounts as at 28 February 2018 Amounts as at 28 February 2017
Accumulated Accumulated
S Amortisation Net book  Historical Amortisation Net book
Historical cost
and value cost and value
Depreciation Depreciation
Plant and machinery 122,136 (88,904) 33,232 107,488 (81,711) 25,777
Equipment 18,445 (14,269) 4,176 17,085 (13,622) 3,463
Other assets 164,802 (129,611) 35,191 147,436 (120,766) 26,670
Tangible assets under 2232 ) 2,232 4,912 - 4,912
construction
Total plant, machinery, 307,615  (232,784) 74,831 276921  (216,099) 60,822

equipment and other assets
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The change in the item “Plant, machinery, equipment and other assets” for the period from 29
February 2016 to 28 February 2018 is shown below:

(Amounts in thousands of Euros) Tangible

assets under

Plantand Equipmen Other constructio
. Total

machinery t assets n and

payments

on account
Balance as at 29 February 2016 21,891 3,605 23,210 2,817 51,523
Increases 9,588 718 11,078 4,451 25,835
Decreases (13) (181) (81) (2,356) (2,631)

Amortisation, depreciation and write downs/(write )
backs) (5,702) (843) (7,605) (14,150)
Decreases in Amortisation, Depreciation Provision 13 164 68 i 245
Balance as at 28 February 2017 25,777 3,463 26,670 4912 60,822
First Monclick consolidation 2 - 136 - 138
Increases 13,905 1365 15,858 1774 32,902
Acquisitions 685 -- 1,242 -- 1,927
Decreases - (5) (10) (4,454)  (4,469)

Amortisation, depreciation and write downs/(write )
backs) (7,137) (651) (8,715) (16,503)
Decreases in Amortisation, Depreciation Provision - 4 10 - 14
Balance as at 28 February 2018 33,232 4,176 35,191 2,232 74,831

With reference to the financial year ended 28 February 2018, the Group made investments,
including the effects of the first Monclick consolidation and net of decreases of the category
“Assets under construction”, amounting to €30,513 thousand.

In particular, the investments were mainly: (i) interventions for restructuring of selected
points of sale costing €5,784 thousand through the restyling of the layouts and reduction or
expansion of the sales surface area; (ii) investments for the opening and acquisition of new
points of sale in new consumer areas considered to be strategic or in areas which were not
sufficiently covered by the current portfolio of stores and refurbishing of the sales outlets
from the Andreoli S.p.A. and Cerioni S.p.A. business units costing €13,487 thousand; (iii)
investments in relocating existing points of sale in consumer areas considered to be more
strategic costing €812 thousand; (iv) minor maintenance interventions of an extraordinary
nature and renewal of the furniture in various points of sale costing €6,943 thousand; (v)
investments in a new data centre and other tangible infrastructures costing €1,422 thousand
and (vi) a contribution resulting from the acquisition of 21 sales outlets belonging to the
Andreoli S.p.A. business unit and the acquisition of 19 sales outlets belonging to the Cerioni
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S.p.A. business unit costing €1,927 thousand and (vii) a contribution resulting from the first
Monclick consolidation amounting to €138 thousand.

The new financial leases are equal to €2,655 thousand and of these €198 thousand referred to
electronic machines and €2,457 thousand to furniture and furnishings.

Note that Monclick’s acquisition of the 21 sales outlets belonging to the Andreoli S.p.A.
business unit and the 19 sales outlets belonging to the Cerioni S.p.A. business unit were
configured as business combinations and came under the scope of f IRFS 3. As required by
accounting standard, the tangible assets were measured and recorded at their fair value on the
acquisition date, which meets the requirements under IAS 16.

To assess this fair value, the Company appointed internal technicians who, with reference to
the business units Andreoli S.p.A. and Cerioni S.p.A., estimated the value of acquired asset at
€1,927 thousand, whilst the fair value of the assets resulting from the first consolidated of
Monclick amounts to €138 thousand. The amortisation and depreciation was calculated based
on the depreciation rates adopted for the respective category.

The values and useful life were reflected in the consolidated financial statements from the
date of the acquisition of control by Unieuro, namely 17 May 2017, of the Andreoli sales
outlets, 1 June 2017 for Monclick and from 31 October 2017 for the progressive acquisition
of the 19 Cerioni sales outlets. For further details see note 5.28. “Business combinations”.

The item "Amortization and write-downs (write backs)" of €16,503 thousand includes
€15,498 thousand in depreciation and €983 thousand of write-downs and write backs. The
write-downs mainly refer to stores for which onerous leases were identified while the write
backs refer to stores with a significant improvement in their economic results, so that the lease
was no longer considered onerous, and therefore previously written down assets were written
back.

In the year ended 28 February 2017, the Company made investments net of decreases in the
category "Assets under construction™ of €23,479 thousand.

In particular, the investments were mainly: (i) interventions for restructuring of selected
points of sale costing €9,271 thousand through the restyling of the layouts and reduction of
the sales surface area; (ii) investments for the opening of new points of sale in new consumer
areas considered to be strategic or in areas which were not sufficiently covered by the current
portfolio of shops costing €3,300 thousand; (iii) investments in relocating points of sale
existing in consumer areas considered to be more strategic costing €3,198 thousand (iv)
energy efficiency projects and other minor maintenance interventions of an extraordinary
nature and renewal of the furniture in various points of sale costing €1,858 thousand and (v)
investments in servers and printers and other tangible infrastructures costing €5,852 thousand.

The new financial leases are equal to €3,440 thousand and of these €1,261 thousand referred
to electronic machines and €2,179 thousand to furniture and furnishings.
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The item "Amortization and write-downs (write backs)" of €14,150 thousand includes
€13,312 thousand in depreciation and €838 thousand of write-downs and write backs. The
write-downs mainly refer to stores for which onerous leases were identified while the write
backs refer to stores with a significant improvement in their economic results, so that the lease
was no longer considered onerous, and therefore previously written down assets were written
back. The item also includes write-downs of assets existing at the Oderzo (TV) point of sale
following a fire that took place on 25 February 2017.

The item “Plant, machinery, equipment and other assets” includes assets held under financial
leases consisting mainly of furnishings, energy saving lighting installations, air conditioning
installations, servers, computers and printers. These assets are guaranteed by the lessor until
the residual amount due is fully paid. For further details on the amount of the debts to the
leasing company, see note 5.13 “Other financial liabilities.”

5.2 Goodwill

The breakdown of the item “Goodwill” as at 28 February 2018 and as at 28 February 2017 is
shown below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Goodwill 174,748 151,396
Total Goodwill 174,748 151,396

The change in the “Goodwill” item for the period from 29 February 2016 to 28 February 2018
is shown below:

(Amounts in thousands of Euros) Goodwill
Balance as at 29 February 2016 151,396
Acquisitions -
Write-downs

Balance as at 28 February 2017 151,396
First Monclick consolidation 7,199
Acquisitions 16,153
Increases -
Write-downs

Balance as at 28 February 2018 174,748

The value of goodwill at 28 February 2018, equalling €174,748 thousand, increased over the
year ended 28 February 2017 by €23,352 thousand. The increase relates to the following
operations: (i) €7,199 thousand for the acquisition of Monclick S.r.l., one of the leading
online operators in Italy, active in the consumer electronics market and in the B2B2C online
market, (ii) €10,500 thousand for the acquisition of a business unit from Andreoli S.p.A.,
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comprising 21 sales outlets and (iii) €5,653 thousand for the acquisition of a business unit
from Cerioni S.p.A., comprising 19 sales outlets.

It should be noted that, at the time of acquisition, Unieuro availed itself of the right provided
under IFRS 3 to carry out a provisional allocation of the cost of business combinations at fair
value of the acquired assets, liabilities and contingent liabilities assumed. If new information
obtained during one year from the acquisition date, relating to facts and circumstances
existing at the acquisition date, leads to adjusting the amounts indicated or any other fund
existing at the acquisition date, accounting for the acquisition will be revised. No significant
changes are expected compared to what has already been accounted. For more details about
the transactions, see note 5.28 "Business unit combinations".

The value of goodwill to 28 February 2017 refers to: (i) the contribution from the merger by
incorporation of the former Unieuro which took place on 26 February 2016. The contribution
of €32,599 thousand is mainly composed of the allocation of the deficit generated by the
incorporation transactions involving the former Unieuro S.p.A., Unieuro Campania S.r.l. and
Trony Pordenone S.r.l., into Brunello S.p.A. (later renamed Unieuro S.r.l.) made by the
former Unieuro in the company’s financial year ending 30 April 2004, and (ii) of €194
thousand, on the adjustment of the price calculated in relation to the acquisition of the
business unit Dixons Travel, which was concluded on 11 February 2015 and paid for on 10
September 2015. The unit consists of 8 stores, of which 5 are in the Rome-Fiumicino airport,
2 are in Milan-Malpensa and 1 inside Milan-Linate airport and deals with retail sale of
electronic products and accessories, (iii) for €94,993 thousand from the merger by
incorporation of the Marco Polo S.r.l. in Marco Polo Holding S.r.l. and the simultaneous
reverse merger of Marco Polo Holding S.r.l. into Unieuro, that took place during 2006, (iv)
for €9,925 thousand from mergers by incorporation of Rialto 1 S.r.l. and Rialto 2 S.r.l., which
occurred during 2010, (v) for €8,603 thousand from the merger of Marco Polo Retail S.r.l.
into Unieuro during 2009, and (vi) for €5,082 thousand from other minor mergers and
acquisitions of business units.

It should also be noted that, in the previous year ended 28 February 2017, no changes took
place in the item in question.

5.2.1 Impairment test

Based on the provisions of international accounting standard IAS 36, the Group should carry
out a check, at least once a year, to ensure the recoverability of the value of the goodwill
through an impairment test, comparing the carrying amount of the Cash Generating Units
(*CGU”) to which the goodwill is allocated with the recoverable value. The value in use has
consistently been adopted as the recoverable value in relation to market volatility and the
difficulty of collecting information related to determining fair value.

The goodwill impairment test for each CGU was approved by the Company's Board of
Directors on 26 April 2018. In preparing the impairment test, the directors made use of a
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special report prepared for this purpose by a consultant appointed specifically by the
Company.

IAS 36 identifies the CGUs as the smallest groups of assets that generate incoming cash
flows. The financial flows resulting from the CGUs identified should be independent of one
another, because a single Unit must be able to be autonomous in the realisation of incoming
cash flows, but all the assets within the Unit should be interdependent. Pursuant to IAS 36 the
correlation that exists between the goodwill acquired during the business combination and the
CGUs takes shape. In effect, at the time of the acquisition of the goodwill, it must be allocated
to the CGU or the CGUs which are expected to benefit the most from the synergies of the
combination. In this sense, the decisions linked to the definition of these synergies strongly
depend on the Group's strategic organisation models, the commercial purchase and sales
decisions which, specifically, disregard the number of sales points which do not enjoy
decision-making autonomy.

The Group has identified an operating segment, which is the entire Group and covers all the
services and products provided to customers. The Group's corporate vision as a single
omnichannel business ensures that the Group has identified a single Strategic Business Unit
(SBU). Within the SBU the Group has identified three CGUs to which the goodwill was
allocated, this approach is supported by the operating control model by the corporate
management which considers the entire activity uniformly, disregarding the product lines or
geographic locations whose division is not considered significant for the purpose of taking
corporate decisions.

The Group identified three CGUs to which the goodwill was allocated:
- Retail,
- Wholesale;
- B2B

The three units benefit from shared resources, like administration, back office and logistics,
but each of them features a different expected growth, with different risks and opportunities
and with specific features which cannot be provided in the other CGUs.

The Retail CGU relates to all financial flows coming from the Retail, Online and Travel
distribution channels. The Online and Travel channels are included in the Retail CGU because
the website uses the sales points for the delivery of goods and also often for the supply of
products to customers, while the Travel channel includes sales points located at the main
public transport hubs.

The Wholesale CGU relates to the distribution channel at affiliated sales points (shops that are
not owned, but which use the “Unieuro” or “Unieuro City” brand).

The B2B CGU relates to the wholesale supply of products under the scope of the business-to-
business channel.
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The allocation of goodwill to the three CGUs took place in line with the specific activity of
the individual CGU in order to include the best exploitation of internal and external synergies
in the business model used. The allocation took place based on the relative fair values as at 28
February 2014. As described previously, the Group opted for identifying the value in use to
determine the recoverable fair value. The value in use is calculated through an estimate of the
current value of the future financial flows that the CGUs could generate.

The source of the data on which the assumptions are made for determining the financial flows
are the final balances and the business plans.

The Business Plan used for the impairment test referring to the financial year ending 28
February 2018, was originally approved by the Board of Directors on 12 December 2016 and
subsequently updated by the Board of Directors on 17 April 2018. The Business Plan
underlying the impairment test was prepared on a consolidated basis, taking into account
recent business performance. Specifically, the final figures for the years ending 28 February
2017 and 28 February 2018 have been taken into consideration. The budget for the year
ending 28 February 2019 has been drawn up and, consequently, the development of the
financial data has been updated until 28 February 2023.

The reference market growth estimates included in the business plan used for the impairment
test at 28 February 2018 are based, among other things, on external sources and on the
analyses conducted by the Group. In this regard note that based on the market sources used by
the Group, the Italian market of traditional consumer electronics channels (i.e. excluding
internet channels) was estimated as slightly down, while the Online channel is expected to
grow.

In spite of the claims in the market sources the performance of traditional consumer
electronics channels is estimated as slightly negative, with growth only forecast for the Online
channel. The business plans use a positive growth rate for the impairment tests, higher and
challenging compared with the reference market growth forecast. The Group actually
registered record positive performances and its growth is not, in the opinion of the Group
Directors, directly related to market trends. The Group therefore anticipates continuing to
maintain positive performances in the future irrespective of the performance of the reference
market. Specifically, the Group projects growth, in line with its strategy, thanks to its ability
to increase its customer base, promote and foster complementary services and increase its
market penetration compared with competitors.

Taking the above into account, the main assumptions underlying the anticipated cash flow
projections involve the:

(i) CGU Retail: sales are taken as growing over the reference time frame;

(i)  CGU Wholesale: growing sales as a result of the development of the assets of existing
affiliates and the acquisition of new affiliates;

(ili) CGU B2B: sales constant during the reference time frame.
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The evaluation assumptions used for determining the recoverable value are based on the
above-mentioned business plans and on several main hypotheses:

the explicit period to be adopted for the business plan is 5 years;

terminal value: actualisation of the latest plan explicit estimate period. It should be
stressed that a long-term growth rate "g" equal to 0% was envisaged because the result
that the company will manage to achieve in the last financial year of the business plan
was considered stable over a period of time;

the discount rate applied to the various cash flows (WACC - weighted average cost of
capital) for the CGUs analysed is 10.50%.

The discount rate (or actualisation rate) applied is the rate which reflects the current
evaluations of the market, the time value of money and the specific risks of the asset. For the
purpose of calculating the discount rate there must be consistency between the parameters
used and the reference market of the Company and consistency between the Company's
operating activities and incoming flows. All the parameters used for calculating the
actualisation rate should be used in the corporate context, so that it expresses "normal”
conditions over a medium-/long-term time span.

The estimation procedure adopted for defining the parameters determining the WACC is
reported below:

Risk-free rate (r) — The risk-free rate adopted is equal to the 6-month average
(compared with the reference date) of the returns of the ten-year government bonds
(BTP) issued by the Italian government. The adoption of the average figure makes it
possible to compensate for possible short-term distorting dynamics.

Equity risk premium (rm — rf) — The equity risk premium, which represents the yield
spread (historical and long-term) between equity securities and debt securities on
financial markets, was determined with reference to the Italian market.

Beta (B) — The beta, which indicates the regression coefficient of a straight line which
represents the relationship between the rate of return offered by the security and that
of the overall market, was calculated on the basis of a panel of listed companies
operating mainly or exclusively in the sale of consumer electronics, through a
combination of sales channels (in store and online sales, in the majority of cases
alongside wholesale and/or business-to-business sales).

Specific risk premium (o) - An additional premium was applied in order to take into
account potential risks relating to the implementation of the corporate strategy in the
reference market context also taking into consideration the size of the Company
compared with comparable businesses identified.

Cost of debt capital iq (1-t) - The cost of debt of a financial nature was estimated as
equal to the average 6-month 10-year Euro Swap Rate (compared with the reference
date), plus a spread. The corporate tax rate in force in Italy :(IRES) was adopted as the
tax rate (t).
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- Financial structure - A debt/equity ratio calculated based on the average figure
expressed at the reference date by the panel of comparable companies selected was
adopted.

There were no differences in calculating these parameters between the external sources used
and the value used for the purpose of the test.

The Group has a well-established history of operating on the market and, to date, there has
been no evidence of anything that would suggest an interruption to activities in the medium-
/long-term. Based on these considerations it is reasonable to assume the business is a going
concern in perpetuity.

The operating cash flow used for the purpose of calculating the terminal value was calculated
on the basis of the following main assumptions:

- EBITDA - During the estimation of the terminal value, an amount of revenues equal
to the level projected for the last year of the plan was considered. For the purpose of
estimating sustainable EBITDA in the medium-/long-term the EBITDA margin equal
to the average figure in the plan was applied to the revenues identified in order to
reflect the competitive dynamics featured in the reference sector. For the Group
overall, this latter figure is located within the current range expressed by the estimates
of the analysts relating to the panel of comparable companies used to determining the
WACC.

- Investments in fixed assets and amortisation and depreciation - Annual investments
were estimated as equal to investments in fixed assets projected for the last year of the
plan. Annual amortisation and depreciation were in line with these investments,
assuming that the investments were mainly maintenance and/or replacements.

- Net working capital and Funds - In line with the theory of growth in perpetuity at a g
rate equal to 0%, there were no theories of variations in the items that make up NWC
and the other funds in the long-term.

Below is a summary table containing the basic assumptions (WACC and g) and the
percentage value attributed to the terminal value compared with the recoverable value of the
Group's three CGUs relating to the analyses of the impairment tests conducted with reference
to 28 February 2018.

as at 28 February 2018 WACC g Terminal Value (TV)  Recoverable Amount (RA) % TV over RA
(Amounts in euro million)

CGU Retail 10.50% 0.0% 209.7 368.7 56.9%
CGU Wholesale 10.50% 0.0% 35.1 58.2 60.3%
CGU B2B 10.50% 0.0% 15.3 21.5 71.1%

The results of the impairment tests as at 28 February 2018 are given below:

as at 28 February 2018 Carrying Amount (CA) Recoverable Amount (RA) RA compared with CA
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(Amounts in euro million)

CGU Retail €/min 51.2 368.7 3175
CGU Wholesale €/min 4.3 58.2 53.8
CGU B2B €/mlin (3.8) 21.5 25.3

Based on the estimates made there was no need to adjust the value of the goodwill recorded.
Note that the carrying amount of the CGU B2B as at 28 February 2018 was negative as a
result of the negative net working capital allocated to the CGU B2B.

The carrying amount does not include entries of a financial nature. Assets and liabilities for
deferred taxes are also excluded because the theoretical tax rate was used for the purpose of
estimating taxes when calculating the cash flows.

As set out in IAS 36, the appropriate sensitivity analyses were also conducted to test the
recoverable value of the goodwill as the main parameters used, such as the change in the
percentage of EBITDA, WACC and the growth rate, vary.

The results are given below in terms of the difference between the recoverable amount and the
carrying amount for the CGUs subject to impairment tests as at 28 February 2018, the
sensitivity analysis conducted assuming a percentage reduction in EBITDA, in the years of
the explicit forecast and in the terminal value, up to a maximum of -20%:

as at 28 February 2018 Terminal plan EBITDA

(Amounts in euro million)

RA Sensitivity Difference compared with CA 0.0 (5.0%) (10.0%) (15.0%) (20.0%)
CGU Retail 317.5 2934 269.3 245.2 221.1
CGU Wholesale 53.8 50.9 47.9 45.0 42.0
CGU B2B 253 24.0 22.7 21.4 20.1

Below is the breakdown of the stress test which identifies the values for the following
parameters: (i) EBITDA (gross operating profit, percentage change over the years of the plan
and in the terminal value), (ii) g and (iii) WACC sensitized separately compared with the
basic scenario, the differential between the recoverable value and the carrying amount is, all
things being equal, zero.

Parameter / CGU Retail Wholesale B2B
EBITDA % change (Plan and TV) (65.0%) (91.1%) (96.2%)
g factor n.a.® na.® n.a.®
WACC 66.4% 160.4% n.a.®

(1) For some of the parameters selected, taking into consideration the configuration of the cash flows on which the calculation of the
recoverable amount and/or the value of the carrying amount was based, there is no reasonable value identified for the parameter
for which the recalculated sum for the recoverable amount corresponds to the respective value of the carrying amount.

Lastly, the Group has developed another analysis simulating the impacts on the recoverable
amount of the CGU Retail in the event of excluding the planned opening of new sales points
over the span of the business plan. The results of the analysis conducted are given below:
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Carrying
Amount  Recoverable Amount  RA compared with CA
(CA) (RA)

as at 28 February 2018
(Amounts in euro million)

CGU Retail €/min 51.2 311.3 260.1

It should be pointed out that the parameters and information used for verifying the
recoverability of the goodwill are affected by the macroeconomic, market and regulatory
situation, and by the subjectivity of several projections of future events which may not
necessarily take place, or which could take place differently from how they were projected,
and therefore unforeseen changes could occur. Unfavourable and unpredictable changes to the
parameters used for the impairment test could, in future, result in the need to write-down the
goodwill with consequences to the results and the operating results, financial position and
cash flows of the Group.

5.3 Intangible assets with a finite useful life

The balance of the item “Intangible assets with a finite useful life” is given below, broken
down by category as at 28 February 2018 and as at 28 February 2017:

(Amounts in thousands of Euros) Amounts as at 28 February 2018 Amounts as at 28 February 2017
Accumulated Accumulated
Historical Amortisation  Net book Historical Amortisation Net book
cost and value cost and value
Depreciation Depreciation
Software 47,407 (35,508) 11,899 40,599 (31,540) 9,059
Concessions, licences and brands 13,361 (6,609) 6,752 7,407 (5,751) 1,656
Key Money 5,710 (398) 5,312 - - -
Intangible fixed assets under 1,071 : 1071 1,093 - 1,008
Total intangible assets with a finite 67,549 (42,515) 25034 49,099 (37,291) 11,808

useful life

The change in the item "Intangible assets with a finite useful life" for the period from 29
February 2016 to 28 February 2018 is given below:

(Amounts in thousands of Euros) Intangible
Concession Ke fixed assets

Software s, licences Money under Total
and brands y constructio
n
- 184

Balance as at 29 February 2016 8,673 2,340 11,197
3 - 909

Increases 3,507 4,419
Decreases - - i,
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Amortisation, depreciation and write downs/(write

backs) (3,121) (687) - - (3,808)
Decreases in Amortisation, Depreciation Provision

Balance as at 28 February 2017 9,059 1,656 ) 1,093 11,808
First Monclick consolidation 1,295 5,954 i i 7,249
Increases 5,513 1 3,320 1,071 9,905
Acquisitions i ) 2,390 i 2,390
Decreases - - - (1,093) (1,093)
Qarglgglsatlon, depreciation and write downs/(write (3,968) (859) (398) _ (5,225)
Decreases in Amortisation, Depreciation Provision

Balance as at 28 February 2018 11,899 6,752 5,312 1,071 25,034

Regarding the financial year ended 28 February 2018, the increases, including the first
Monclick consolidation, Acquisitions and net of decreases in the category “Assets under
construction”, amount to a total of €18,451 thousand.

The item First Monclick consolidation results from the acquisition of control of Monclick
which was configured as a business combination and fell within the scope of IFRS 3. As
required by accounting standard, the intangible assets were recorded separately from goodwill
and recorded at their fair value on the acquisition date, which meets the requirements under
IAS 38. For the assessment of that fair value, the Group assigned external consultants with
proven experience who, using evaluation methods in line with the best professional practice.
These consultants estimated the value of the Monclick brand at €4,641 thousand (with a
useful life of 20 years), the value of customer lists at €1,178 thousand (with a useful life of 4
years), and the value of internally produced software at €1,284 thousand (with a useful life of
5 years). The values and useful life estimates are reflected in the Consolidated Financial
Statements of Unieuro starting from 1 June 2017. The value of the brand and the customer
lists was attributed to the “Concessions, licences and brands” category, while the value of
software was attributed to the “software” category.

The item “increases” related mainly to the “Software” category for €5,513 thousand, mainly
attributable to: (i) new software and licences, (ii) costs incurred for the development and
updating of the new website, www.unieuro.it and (iii) costs incurred for extraordinary
interventions on pre-existing management software, under the “Key Money” category,
amounting to €3,320 thousand, referring to the payment of Key Money for the stipulation of
lease agreements carried out during the financial year, for the Euroma2 sales outlet, the sales
outlet located in Brescia and the sales outlet located in Modena, which opened in December
2017 and under the “Assets under construction” category, amounting to €1,071 thousand,
mainly due to the implementation of new software.

The item “Acquisitions”, referring to the “Key Money” category for €2,390 thousand, results
from the acquisition of the control of the Andreoli S.p.A. and Cerioni S.p.A. business units,
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which have been configured as a business combination and fall within the scope of
application of IFRS 3. As required by accounting standard, the intangible assets were
recorded separately from goodwill and recorded at their fair value on the acquisition date,
which meets the requirements under 1AS 38. Amortisation is calculated pro-rata temporis on
a straight-line basis depending on the term of the lease contract. The values and useful life
were reflected in the consolidated financial statements from the date of the acquisition of
control by Unieuro, namely 17 May 2017, of the Andreoli sales outlets and from 31 October
2017 for the progressive acquisition of the 19 Cerioni sales outlets. For further details, please
refer to note 5.28 “Business combinations”. the measurement of the fair value of the Key
money the company enlisted external consultants with proven experience which, using
assessment methods in line with the best professional practices, estimated the value of the
Key money.

With regard to the financial year ended 28 February 2017, increases total €4,419 thousand and
relate to the "Software" category for €3,507 thousand, to the "Concessions, licences and
brands" category for €3 thousand and to the "Intangible fixed assets under construction
category for €909 thousand.

Investments relating to the "Software" category are mainly due to new software and licences,
and costs incurred for the development and updating of the www.unieuro.it website for
€3,507 thousand. Increases in fixed assets under construction relate to the implementation of
new software.

5.4 Deferred tax assets and deferred tax liabilities

The change in the item "Deferred tax assets” and the item "Deferred tax liabilities” for the
period from 29 February 2016 to 28 February 2018 is given below:
Deferred tax assets

(Amounts in thousands of

Euros) Bad debt - Deferred Total
provision - Inventory . . . Prows_lon Other Net tax net
amount bad debt Tangible Intangible Capital  for risks current deferred assets 4 corred
s assets assets Reserves and s tax  relating
due from provision charaes liabilities assets to tax tax
suppliers g assets

losses

Balance as at 29 February

2016 957 1,256 848 5,282 871 1,529 10,143 20,886 8,026 28,912
Contribution from merger

Provision/Releases to the

Income Statemant (119) 354 38 (546) - (403)  (3496)  (4.172) 4,726 554
Provision/Releases to the

Comprehensive Income - - - - (28) - - (28) - (28)
Statement

';’gl'f;‘“ceasatzs February 838 1,610 886 4736 843 1126 6,647 16686 12752 29,438
Provision/Releases to the

Income Statement (14) 878 21 (446) - 237 (3,025)  (2,349) 2,975 626
Provision/Releases to the

Comprehensive Income - - - - 41 - - 41 - 41
Statement

Balance as at 28 February 824 2,488 907 4,290 884 1,363 3622 14378 15727 30,105

2018
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The balance at 28 February 2018, equal to €30,105 thousand, is mainly composed of: i)
€10,400 thousand in temporary differences mainly due to goodwill, other current liabilities
and the stock write-down provision; ii) €15,727 in deferred tax assets recorded on tax losses.
The change in the item deferred tax assets recorded in the financial year is mainly related to:

- the release to the income statement of the deferred tax assets relating to other current
liabilities;
- the provision of €2,975 thousand in deferred tax assets relating to tax losses.
The balance as at 28 February 2017, equal to €29,438 thousand, is composed mainly of
€6,647 thousand from deferred tax assets recorded in other current liabilities, composed of
deferred income for guarantee extension services, deferred tax assets recorded on tax losses of

€12,752 thousand and deferred tax assets recorded on goodwill of €4,736 thousand. The
change in the item deferred tax assets recorded in the last financial year is mainly related to:

- the release to the income statement of the deferred tax assets relating to other current
liabilities;

- the provision of €4,726 thousand in deferred tax assets relating to tax losses.

Note that the tax losses still available as at 28 February 2018 are equal to €399,229 thousand
(tax losses available as at 28 February 2017 stood at €408,940 thousand).

In calculating deferred tax assets, the following aspects were taken into consideration:

- the tax regulations of the country in which the Company operates and the impact on
the temporary differences, and any tax benefits resulting from the use of tax losses
carried over taking into consideration their possible recovery over a time frame of
three years;

- the forecast of the Company's earnings in the medium and long-term.

On this basis the Company expects to generate future taxable earnings and, therefore, to be
able, with reasonable certainty, to recover the deferred tax assets recorded.

Deferred tax liabilities

(Amounts in thousands of Euros) Intangible assets Total net deferred taxes
Balance as at 29 February 2016 269 269
Provision/Releases to the Income Statement 53 53
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Provision/Releases to the Comprehensive Income

Statement

Balance as at 28 February 2017 322 322
First Monclick consolidation 1,982 1,982
Provision/Releases to the Income Statement 144 144
Provision/Releases to the Comprehensive Income i i
Statement

Balance as at 28 February 2018 2448 2448

The increase in the item “Deferred tax liabilities” is mainly due to the contribution from the
first consolidation of Monclick for €1,982 thousand. This amount refers to the deferred tax
effect on the values allocated to intangible assets as a result of the business combination of
Monclick.

Deferred tax liabilities result from goodwill with a different statutory value from the value for
tax purposes.

55 Other current assets and other non-current assets

Below is a breakdown of the items “Other current assets” and “Other non-current assets” as at
28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017

Deferred charges 11,220 8,008
Tax credits 3,791 2,507
Accrued income 838 1,563
Other current assets 231 1,760
Advances to suppliers 27 27
Other current assets 16,157 13,865
Deposit assets 2,066 1,605
Deposits to suppliers 218 461
Other non-current assets 87 90
Other non-current assets 2,371 2,156
Total Other current assets and Other non-current assets 18,528 16,021

The item “Other current assets” mainly includes deferred charges with regard to building
insurance, rental and common charges and the hire of road signs; accrued income refers to
adjustments on common charges at sales points.

The increase in the item deferred charges is mainly due to the increase in the cost of
insurance, particularly following the catastrophic events due to the fire at the Oderzo point of
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sale which took place on 25 February 2017 and the theft at the Piacenze warehouse which
took place in August 2017 with a new insurance contract signed with a new pool of insurers
which led to an increase in the premium.

The decrease in the item other current assets is mainly due to the collection of the receivable
from the Ministry of Education, Universities and Research for the “Carta del Docente”
(teacher accreditation) which stood at €24 thousand in the year ended 28 February 2018
(€1,623 thousand in the year ended 28 February 2017). This certificate is an initiative of the
Ministry of Education, Universities and Research required by Law 107 of 13 July 2015,
Article 1, paragraph 121, aimed at enabling teachers to take advantage of a voucher worth
€500 to purchase educational material for teaching purposes.

Tax credits as at 28 February 2018 and 28 February 2017 refer, in the main, for €1,610
thousand to the IRES credit for IRAP not deducted.

The item “Other non-current assets” includes equity investments, deposit assets and deposits
to suppliers. The increase is mainly due to the acquisition of new stores and the expansion of
existing ones.

5.6 Inventories

Warehouse inventories break down as follows:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Merchandise 322,093 274,520
Consumables 561 801
Gross stock 322,654 275,321
Inventory bad debt provision (9,126) (5,770)
Total Inventories 313,528 269,551

The value of gross inventories went from €275,321 thousand as at 28 February 2017 to
€322,654 thousand as at 28 February 2018, an increase of 17.2% in total gross inventories.
The increase is attributable to: (i) the reopening of 21 sales outlets acquired from Andreoli
S.p.A., operational from 1 July 2017, the acquisition of the flagship store in the Euroma2
shopping centre, opened on 20 September, the progressive reopening, from 16 November, of
the 19 sales outlets acquired from Gruppo Cerioni S.p.A. and the new openings that took
place during the period in question, totalling 7 points of sale, (ii) the contribution resulting
from the Monclick consolidation and (iii) the increase in volumes managed.
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The value of inventories is adjusted by the warehouse bad debt provision which includes the
prudential write-down of the value of merchandise with possible obsolescence indicators.

The change in the obsolescence fund for the period from 29 February 2016 to 28 February
2018 is broken down below:

(Amounts in thousands of Euros) .
Inventory bad debt provision

Balance as at 29 February 2016 (4,000)

Provisions (1,770)
Reclassifications
Releases to the Income Statement

Utilisation
Balance as at 28 February 2017 (5,770)
Direct write-down (4,892)
First Monclick consolidation (399)
Provisions
Reclassifications 0
Releases to the Income Statement 1,935
Utilisation
Balance as at 28 February 2018 (9,126)

The increase in the inventory bad debt provision of €3,356 thousand is attributable to: (i) the
presentation of the direct write-down within the inventory bad debt provision of €4,892
thousand, (ii) the adjustment of the inventory bad debt provision which includes the
prudential write-down of merchandise as at 28 February 2018 of €1,935 thousand and (iii) the
contribution resulting from the first Monclick consolidation for €399 thousand. The direct
write-down at 28 February 2017 was €4,892 thousand and was attributable to the impairment
of the stock at the Oderzo (TV) sales point equal to €1,062 thousand which took place
following the fire which occurred on 25 February 2017. Following the accident, Unieuro
promptly activated the relevant insurance coverage. At the date of preparation of these
financial statements there weren’t: (i) objective elements to define a reconstruction of the
events that could in any way identify responsibilities borne by Unieuro and (ii) an official
quantification, by the judicial authorities involved or by the experts appointed by the
insurance companies. The Company believes that it has the appropriate insurance coverage.

5.7 Trade receivables

A breakdown of the item “Trade receivables” as at 28 February 2018 and as at 28 February
2017 is shown below:
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(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Trade receivables from third-parties 41,984 37,238
Trade receivables from related-parties - 244
Gross trade receivables 41,984 37,482
Bad debt provision (2,412) (2,279)
Total Trade receivables 39,572 35,203

The value of receivables, which refer to Wholesale and B2B channels, was up by €4,369
thousand compared with the previous year with the increase mainly attributable to different
invoicing and collection dynamics compared with the year ended 28 February 2017.

The change in the bad debt provision for the period from 29 February 2016 to 28 February
2018 is broken down below:

(Amounts in thousands of Euros) Bad debt provision
Balance as at 29 February 2016 (2,352)
Provisions

Contribution from merger
Releases to the Income Statement

Utilisation 73
Balance as at 28 February 2017 (2,279)
First Monclick consolidation (250)
Provisions (146)
Contribution from merger

Releases to the Income Statement 180
Utilisation 83
Balance as at 28 February 2018 (2,412)

Bad debts refer mainly to disputed claims or customers subject to insolvency proceedings.
Drawdowns follow credit situations for which the elements of certainty and accuracy, or the
presence of existing insolvency proceedings, determine the deletion of the actual position. As
shown in the tables above, the bad debt provision stood at €2,412 thousand as at 28 February
2018 and €2,279 thousand as at 28 February 2017.

Credit risk represents the exposure to risk of potential losses resulting from the failure of the
counterparty to comply with the obligations undertaken. Note, however, that for the periods
under consideration there are no significant concentrations of credit risk, especially taking
into consideration the fact that the majority of sales are paid for immediately by credit or debit
card in the Retail, Travel and Online channels, and in cash in the Retail and Travel channels.
The Group has credit control processes which include obtaining bank guarantees to cover a
significant amount of the existing turnover with customers, customer reliability analysis, the
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allocation of credit, and the control of the exposure by reporting with the breakdown of the
deadlines and average collection times.

Past due credit positions are, in any event, monitored by the administrative department
through periodic analysis of the main positions and for those for which there is an objective
possibility of partial or total irrecoverability, they are written-down.

It is felt that the book value of trade receivables is close to the fair value.

5.8 Current tax assets

Below is a break down of the item "Current tax assets" as at 28 February 2018 and as at 28

February 2017:
Current tax assets
(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Other IRES credits 2,811 2,469
IRAP credits 336 1,444
IRES credits - 4,042
Total Current tax assets 3,147 7,955

As at 28 February 2018 IRES credits of €2,811 thousand were recorded under "Other IRES
credits” and included the receivable due from the previous year and the credit generated
during the year for withholdings. The item "IRES credits”, which at 28 February 2017 stood
at €4,042 thousand, included the receivable from the tax consolidation involving Italian
Electronics Holdings, collected during the year following the break in the consolidation
relationship. On 6 September 2017, Italian Electronics Holdings sold some Unieuro shares on
the market thereby losing control over the company.

Lastly, the item includes IRAP credits of €336,thousand, down compared with the previous
year, as a result of the compensatory payments from IRAP tax due for the year ended 28
February 2018.

5.9  Cash and cash equivalents

A breakdown of the item “Cash and cash equivalents” as at 28 February 2018 and as at 28
February 2017 is shown below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Bank accounts 53,894 28,951
Petty cash 7,520 7,715
Total cash and cash equivalents 61,414 36,666

Cash and cash equivalents stood at €61,414 thousand as at 28 February 2018 and €36,666
thousand as at 28 February 2017.
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The item consists of cash on hand, deposits and securities on demand or at short notice at
banks that are available and readily usable. At 28 February 2017 there was a pledge on a
current account of €650 thousand relating to a guarantee given for the leasing of several sales
outlets vacant on 27 March 2017.
For further details regarding the dynamics that affected Cash and cash equivalents, please
refer to the Cash Flow Statement. Instead, for more details of the net financial position, please
refer to Note 5.11.

5.10 Shareholders’ equity

Details of the item “Shareholders’ equity” and the breakdown of the reserves in the reference
periods are given below:

(Amounts in
thousands of
Euros)

Cash
Share  Legal Extraordinar flow

capita  reserv hedge
y reserve
| e reserv

e

Reserve for
actuarial
gains/(losses
) on defined
benefit
plans

Reserve
for
share-
based
payment
S

Other  Profit/(loss
reserve ) carried
s forward

Total
shareholders
’ equity

Non- Total
controllin  shareholders
g interest * equity

Balance as at
29 February
2016

4,000 800 48,461 (74)

(858)

3,172

57,999  (40,067)

73,433

0 73,433

Profit/(loss)
for the
consolidated
period

Other
components of
consolidated
comprehensive
income

74

@

11,587

11,587

73

11,587

73

Total
statement of
comprehensiv
e income for
the
consolidated
year

74

@

11,587

11,660

11,660

Allocation of
prior year
result
Distribution of
dividends
Share-based
payment
settled with
equity
instruments

10,642

(3,880)

3,766

(10,642)

(3,880)

3,766

(3,880)

3,766

Total
transactions
with
shareholders

6,762

3,766

(10,642)

(114)

(114)

Balance as at
28 February
2017

4,000 800 55,223 0

(859)

6,938

57,999  (39,122)

84,979

0 84,979

Profit/(loss)
for the
consolidated
period

Other
components of
consolidated
comprehensive
income

(191)

85

173-

10,958

10,958

(106)

10,958

(106)



Total
statement of
comprehensiv

e income for - - - (191) 85 - - 10,958 10,852 - 10,852
the

consolidated

year

Allocation of

prior year

result

Distribution of

dividends (8,413) - - - - (11,587) (20,000) - (20,000)
Share-based

payment

settled with - - - - - (5,586) - 6,971 1,385 - 1,385
equity

instruments

Total

reneactions (8,413) - - (5.586) - (4616) (18,615) - (18,615)
shareholders

Balance as at

28 February 4,000 800 46,810  (191) (774) 1,352 57,999 (32,780) 77,216 0 77,216

2018

Shareholders' equity, equal to €77,216 thousand (€84,979 thousand as at 28 February 2017)
decreased during the year as a result of: (i) the distribution of a dividend of €20,000 thousand
of which €11,587 thousand was in respect of the profit for the year ended 28 February 2017
and €8,413 thousand was from the use of part of the extraordinary reserve, as approved on 20
June 2017 by the Shareholders' Meeting; (ii) the recording of a profit for the year of €10,958
thousand and the other components of the comprehensive income statement of €106 thousand;
and (iii) the recording in the reserve for share-based payments of €679 thousand with regard
to the Long Term Incentive Plan for certain managers and employees and €706 with reference
to the Call Option Agreement that ended following listing on the STAR segment of the
Mercato Telematico Azionario run by Borsa Italiana which took place on 4 April 2017.

The Share capital as at 28 February 2018 stood at €4,000 thousand, broken down into
20,000,000 shares.

The Reserves are illustrated below:

- the legal reserve of €800 thousand as at 28 February 2018 (€800 thousand as at 28 February
2017), includes the financial provisions at a rate of 5% for each financial year; there were no
increases during the period in this reserve which reached the limit pursuant to Article 2430 of
the Italian Civil Code and has maintained it to 28 February 2018;

- the extraordinary reserve of €46,810 thousand at 28 February 2018 (€55,223 thousand at 28
February 2017); this reserve fell during the period as a result of the distribution of a dividend
of €20,000 thousand of which €11,587 thousand was in respect of the profit for the year ended
28 February 2017 and €8,413 thousand was from the use of part of the extraordinary reserve,
as approved on 20 June 2017 by the Shareholders' Meeting;
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- the cash flow hedge reserve negative by €191 as at 28 February 2018 (zero as at 28 February
2017); this reserve was recorded to offset the mark to market of the hedging Interest Rate
Swap agreements, taken out as required by the Loan Agreement signed during the year (for
more details, refer to Note 5.11).

- the reserve for actuarial gains and losses on defined-benefit plans of €774 thousand as at 28
February 2018 (€859 thousand as at 28 February 2017); it rose of €85 thousand following the
actuarial valuation relating to severance pay;,

- the reserve for share-based payments amounting to €1,352 thousand at 28 February 2018
(€6,938 thousand at 28 February 2017); the reserve has changed due to the Call Option
Agreement as a result of: (i) the recognition of €706 thousand as the offset of the personnel
costs for the share-based payment plan and (ii) the issuing following the successful outcome
of the project of listing the share-based payment reserve under the item Profits/(losses) carried
forward for €7,644 thousand; with regard, on the other hand, to the Long Term Incentive Plan
agreed during the year, as a result of: (i) the recording of €1,352 thousand to offset the
personnel expenses for the share-based payment plan and (ii) the distribution of the dividend
approved by the Shareholders' Meeting on 20 June 2017 which involved the reclassification
of the monetary bonus accrued to managers and employees set out in the for the item other
non-current liabilities. It should therefore be noted that the reserve for share-based payments
of Euro 1,352 thousand and the Profit (losses) carried forward — LTIP of Euro 673 thousand
both refer to the accounting of the share-based payment plan called Long Term Incentive Plan
and together represent the fair value measurement of the options granted under the plan (IFRS
2).For more details, please see Note 5.27.

Shareholders' equity, equal to €84,979 thousand as at 28 February 2017 (€73,433 thousand as
at 29 February 2016), rose during the year as a result of: (i) the recording of a profit for the
period of €11,587 thousand and other items of the comprehensive income statement of €73
thousand; (ii) the distribution of an extraordinary dividend of €3,880 thousand through the use
of part of the extraordinary reserve, as approved on 28 November 2016 by the Shareholders'
Meeting and (iii) the recording in the reserve for share-based payments of €3,766 thousand
which refers to the Call Option Agreement reserved for certain managers and employees.

The Share capital as at 28 February 2017 stood at €4,000 thousand, broken down into
20,000,000 shares.

The Reserves are illustrated below:

- the legal reserve of €800 thousand as at 28 February 2017 (€800 thousand as at 29 February
2016), includes the financial provisions at a rate of 5% for each financial year; there were no
increases during the period in this reserve which reached the limit pursuant to Article 2430 of
the Italian Civil Code and has maintained it to 28 February 2017;
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- the extraordinary reserve of €55,223 thousand as at 28 February 2017 (€48,461 thousand as
at 29 February 2016); this reserve increased during the period as a result of the allocation of
the profit for the previous year of €10,642 thousand and decreased following the distribution
of dividends of €3,880 thousand;

- the cash flow hedge reserve of €0 as at 28 February 2017 (-€74 thousand as at 29 February
2016); this reserve was recorded to offset the mark to market of the hedging Interest Rate
Swap agreements, taken out as required by the Loan Agreement (as defined in Note 5.11).
The positive change of €74 thousand is due to the change in the fair value of the derivative
contracts and their maturity at 28 February 2017,

- the reserve for actuarial gains and losses on defined-benefit plans of -€859 thousand as at 28
February 2017 (-€858 thousand as at 29 February 2016); it fell by €1 thousand following the
actuarial valuation relating to severance pay;

- the reserve for share-based payments of €6,938 thousand as at 28 February 2017 (€3,172
thousand as at 29 February 2016); this reserve includes the increase of €3,766 thousand
offsetting the personnel costs of the share-based payment plan (as described in Note 5.27).
During the years ended 28 February 2018 and 28 February 2017 there were no assets
allocated to specific businesses.

The reconciliation between the shareholders’ equity of the parent company and the
consolidated shareholders' equity as at 28 February 2018 is illustrated below:

Shareholders Net

. - ' equity as at result as

(Amounts in euro million) at 28

28 February

2018 Februar

y 2018

Balances from the Parent Company's Annual Financial Statements 74,740 8,521

Difference between the carrying amount of equity investments and the profit/(loss) for the year (9,422) 2,859

Allocation of goodwill, brand, software and customer list, excluding the tax effect 11,898 (422)

Shareholders' equity and profit/(loss) for the year from the Consolidated Financial 77.216 10,958
Statements

5.11 Financial liabilities

A breakdown of the item current and non-current “Financial liabilities” as at 28 February
2018 and as at 28 February 2017 is shown below:

(Amounts in thousands of Euros) Year ended

28 February 2018 29 February 2017

Current financial liabilities 6,961 5,984
Non-current financial liabilities 40,518 25,796
Total financial liabilities 47,479 31,780
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On 29 November 2013, under the scope of the consolidation transaction that led to the
acquisition of former Unieuro by the Group headed by the parent company Venice Holdings
S.r.l., a loan agreement called “Euro Term and Revolving Credit Facilities Agreement” was
signed with Banca IMI S.p.A., as financing bank and agent bank, UniCredit Corporate
Banking S.p.A. (now UniCredit S.p.A.), Banca Popolare di Milano S.p.A. and Monte dei
Paschi di Siena Capital Service Banca per le Imprese S.p.A., in the capacity of the lending
banks, on the one side, and the Company on the other side as the beneficiary company. Later,
on 19 September 2014, Banca IMI S.p.A sold part of its stake in the loans granted to the
Company to ICCREA Banca Impresa S.p.A., Banca Interprovinciale S.p.A. and Volksbank
Banca Popolare dell’Alto Adige Soc. Coop.pa..

On 22 December 2017 a new Loan Agreement was signed, the “Loan Agreement”, with
Banca IMI S.p.A., as the agent bank, Banca Popolare di Milano S.p.A., Crédit Agricole
Cariparma S.p.A. and Crédit Agricole Corporate and Investment Bank — Milan Branch. The
Loan Agreement was finalised on 9 January 2018 following the conclusion of relations and
the repayment of the previous lines of credit and the provision of the new funding.

The transaction consisted of three distinct lines of credit, aimed, among other things, at
providing Unieuro with additional resources to support future growth through acquisitions
and opening new points of sale. The existing borrowings relating to the Euro Term and
Revolving Facilities Agreement were repaid in full on 9 January 2018.

The new lines, including a €100 million amortizing term loan, of which €50 million ("Term
Loan") was for replacing the existing lines of credit and €50 million (the "Capex Facility™)
was for acquisitions and investments for restructuring the network of stores, and €90 million
in revolving facilities (the "Revolving Facility"), are at significantly better conditions
compared with the previous loans, particularly with regard to (i) a reduction in the interest
rate; (ii) the extension of the duration by five years; (iii) greater operational flexibility related
to the reduction in the number of funding institutions, covenants and contractual restraints; as
well as (iv) the removal of collateral in favour of the lending banks.

The interest on the loans agreed under the scope of the Loan Agreement is a floating rate,
calculated taking into consideration the Euribor plus a contractually-agreed spread.

At the same time as the provision of the loans, Unieuro S.p.A. agreed contractual clauses
(covenants) that give the lender the right to renegotiate or revoke the loan if the events in this
clause are verified. These clauses require compliance by Unieuro S.p.A. with a consolidation
ratio which will be summarised below:

- leverage ratio (defined as the ratio between the net financial position and EBITDA, as

defined in the Loan Agreement);

At 28 February 2018 the covenant was calculated and complied with. See below for the
summary table:

28 February 2018
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Contractual Covenant

Description of covenants
value result

LEVERAGE RATIO <150 0.07
Indebitamento finanziario netto consolidato/ Consolidated Adjusted EBITDA

The Loan Agreement includes the Company's right of early repayment, in full or in part (in
such a case of minimum amounts equal to €1,000,000.00) and prior notification of the Agent
Bank, of both the Senior Loan and the Capex Facility. In addition, when certain
circumstances and/or events are verified, the Company is obliged to repay the Loan early. As
at 28 February 2018 and until the date these financial statements were prepared, no events
occurred that could give rise to the early repayment of the loan. Financial liabilities as at 28
February 2018 are illustrated below:

Original

(Amounts in thousands of Euros) Maturity amount Interest rate As at 28 February 2018
of which of which
Total current  non-current
portion portion
Short-term lines of credit (1) n.a. 54,000 1.36% - 7.0% 79 79
. . - Euribor
Revolving Credit Facility Dec-22 90,000 m-+spread
Current bank payables 79 79
Term Loan Dec-22 50000  Curibor 50,000 7,500 42,500
3m-+spread
- Euribor
Capex Facility Dec-22 50,000 3m+spread
Ancillary expenses on loans (2) (2,600) (618) (1,982)
Non-current bank payables and current part of non-current debt 47,400 6,882 40,518
Total 47,479 6,961 40,518
1) The short-term lines of credit include the subject to collection advances, the hot money, the current
account overdrafts and the credit limit for the letters of credit.
2) The financial liabilities are recorded at the amortised cost using the effective interest rate method. The

ancillary expenses are therefore distributed over the term of the loan using the amortised cost criterion.

Original

(Amounts in thousands of Euros) Maturity amount Interest rate As at 28 February 2017
of which of which
Total current  non-current
portion portion
Short-term lines of credit (1) n.a. 47,500 1.36% - 7.0%
. . - Euribor
Revolving Credit Facility Dec-19 41,800 Im+spread
Current bank payables
Loan A Dec-19 15000  Euribor 6,000 3,000 3,000
6m-+spread
Loan B Dec-20 13300  Euribor 13,300 - 13,300
6m-+spread
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Euribor

Capex Facility Dec-19 15,000 14,250 3,750 10,500
6m-+spread
Ancillary expenses on loans (2) (1,770) (766) (1,004)
Non-current bank payables and current part of non-current debt 31,780 5,984 25,796
Total 31,780 5,984 25,796
1) The short-term lines of credit include the subject to collection advances, the hot money, the current
account overdrafts and the credit limit for the letters of credit.
2) The financial liabilities are recorded at the amortised cost using the effective interest rate method. The

ancillary expenses are therefore distributed over the term of the loan using the amortised cost criterion.

Financial liabilities as at 28 February 2018 totalled €47,479 thousand, a rise of €15,699
thousand compared with 28 February 2017. This change is mainly due to the restructuring of
the lines of credit following the conclusion of the new loan. The settlement of the previous
loan as a result of the conclusion of new lines of credit involve the transfer to the income
statement of the related amortised cost.

The Revolving Line was not used as at 28 February 2018.

The loans are evaluated using the amortised cost method based on the provisions of 1AS 39
and therefore their value is reduced by the ancillary expenses on the loans, equal to €2,600
thousand as at 28 February 2018 (€1,770 thousand as at 28 February 2017).

The breakdown of the financial liabilities according to maturity is shown below:

Year ended
(Amounts in thousands of Euros)
28 February 2018 28 February 2017
Within 1 year 6,961 5,984
From 1 to 5 years 40,518 25,796
More than 5 years - -
Total 47,479 31,780

A breakdown of the net financial debt as at 28 February 2018 and as at 28 February 2017 is
shown below. Note that the net financial debt is presented in accordance with the provisions
of Consob Communication No. 6064293 of 28 July 2006 and in conformity with the
recommendations of ESMA/2013/3109.

(Amounts in thousands of Euros) as at 28 February 2018 as at 28 February 2017
of which
Ref with of which with
Related- Related-Parties
Parties
(A) Cash 5.9 61,414 - 36,666 -

(B) Other liquid assets - - - -
(C) Securities held for trading

(D) Liquidity (A)+(B)+(C) 61,414 - 36,666 -

- of which is subject to a pledge - 650 -
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(E) Current financial receivables

(F) Current bank payables 5.11 (79) - - -
(G) Current part of non-current debt 5.11 (6,882) - (5,984) -
(H) Other current financial payables 5.13-5.15 (6,256) - (2,418) -
(1) Current financial debt (F)+(G)+(H) (13,217) - (8,402) -
- of which is secured - - (6,750) -
- of which is unsecured (13,217) - (1,652) -
(J) Net current financial position (I)+(E)+(D) 48,197 - 28,264 -
(K) Non-current bank payables 5.11 (40,518) - (25,796) -
(L) Issued bonds - - -
(M) Other non-current financial payables 5.13-5.15 (12,195) - (4,427) -
(N) Non-current financial debt (K)+(L)+(M) (52,713) - (30,223) -
- of which is secured 0 - (26,800) -
- of which is unsecured (52,713) - (3,423) -
(O) Net financial debt (J)+(N) (4,516) - (1,959) -

The table below summarises the breakdown of the items “Other current financial payables”
and “Other non-current financial payables” for the periods ending 28 February 2018 and 28

February 2017. See Note 5.13 “Other financial liabilities” for more details.

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Other financial liabilities 6,256 2,418
Other current financial payables 6,256 2,418
Other financial liabilities 12,195 4,427
Other non-current financial payables 12,195 4,427
Total financial payables 18,451 6,845

5.12 Employee benefits

The change in the item "Employee benefits” for the period from 29 February 2016 to 28

February 2018 is broken down below:

(Amounts in thousands of Euros)

Balance as at 29 February 2016 10,220
Service cost

Interest cost 153
Settlements/advances (592)
Actuarial (profits)/losses 2
Balance as at 28 February 2017 9,783
First Monclick consolidation 611
Service cost 89
Interest cost 139
Acquisitions 1,255
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Settlements/advances (595)
Actuarial (profits)/losses (103)

Balance as at 28 February 2018 11,179

This item includes the TFR (severance pay) required by Law No. 297 of 25 May 1982 which
guarantees statutory compensatory settlements to an employee when the employment
relationship is ended. Severance pay, regulated by Article 2120 of the Italian Civil Code, is
recalculated in accordance with the provisions of 1AS 19, expressing the amount of the actual
value of the final obligation as a liability, where the actual value of the obligation is
calculated through the “projected unit credit” method.

The item Acquisitions refers to the assumption of the debt relating to the Severance Pay of
employees transferred under the scope of the acquisition of the business units of Andreoli
S.p.A. and Cerioni S.p.A., for more details, refer to Note 5.28 - "Business unit combinations".

Settlements recorded in the financial year ended 28 February 2018 relate to both severance
pay advances paid to employees during the year, and to redundancies involving the excess
personnel at several sales points which were restructured or closed and to breaks in
employment with regard to employees on fixed contracts.

Below is a breakdown of the economic and demographic recruitment used for the purpose of
the actuarial evaluations:

Year ended
Economic recruitment 28 February 2018 28 February 2017
Inflation rate 1.50% 1.50%
Actualisation rate 1.37% 1.19%
Severance pay increase rate 2.625% 2.625%
Demographic recruitment Year ended
28 February 2018 28 February 2017

Fatality rate

Disability probability

Retirement age

Demographic tables RG48

INPS tables differentiated
by age and gender

Reaching of minimum
requirements under the
compulsory general
insurance
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Probability of leaving 5%
Probability of anticipation 3.50%

5%
3.50%

With regard to the actualisation rate, the iBoxx Eurozone Corporates AA index with a duration
of 7-10 years at the evaluation date was taken as a reference for the evaluation of this
parameter.

Below is the sensitivity analysis, as at 28 February 2018, relating to the main actuarial
hypotheses in the calculation model taking into consideration the above and increasing and
decreasing the average annual turnover rate, the average inflation and actualisation rate,
respectively of 1%, 1%, 0.25% and 0.25%. The results are summarised in the table below:

(Amounts in thousands of Euros) Impact on DBO as 28 February 2018
Change to the parameter Unieuro Monclick
1% increase in turnover rate 10,530 585
1% decrease in turnover rate 10,650 601
0.25% increase in inflation rate 10,736 604
0.25% decrease in inflation rate 10,439 581
0.25% increase in actualisation rate 10,352 577
0.25% decrease in actualisation rate 10,830 608

5.13 Other financial liabilities

A breakdown of the item current and non-current “Other financial liabilities” as at 28
February 2018 and as at 28 February 2017 is shown below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February

2017
Payables for investments in equity investments and business units 3,165 -
Payables to leasing companies 2,777 2,236
Fair value of derivative instruments 172 7
Factoring liabilities 142 175
Other current financial liabilities 6,256 2,418
Payables to leasing companies 4,008 4,427
Payables for investments in equity investments and business units 8,037 -
Fair value of derivative instruments 150 -
Other non-current financial liabilities 12,195 4,427
Total financial liabilities 18,451 6,845

Payables for investments in equity investments and business units
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Payables for investments in equity investments and business units totalled €11,202 thousand
at 28 February 2018. During the year the Company acquired 100% of the shares of Monclick
S.r.l. for €10,000 thousand of which €3,500 thousand was paid on the agreement of the sale
and the remaining €6,500 thousand will be payable in 5 annual instalments from 9 June 2018.
Additionally, on 31 October 2017 the Company also acquired the business unit of Gruppo
Cerioni S.p.A. for €8,004 thousand of which 1,200 thousand was paid on the agreement of the
sale and €400 thousand will be paid at the first and third closing, with the remaining €5,066
thousand payable in 6 half-yearly instalments from 10 July 2018. The existing debt cash flows
at 28 February 2018 were actualised for a positive €364 thousand.

Payables to leasing companies

Payables owed to leasing companies amount to a total of €6,785 thousand at 28 February
2018 and €6,663 thousand at 28 February 2017. The assets that are the subject of the finance
lease agreement are furnishings, LEDs, climate control systems, servers, computers and
printers. Interest rates are fixed at the date of the signing of the agreements and are indexed to
the 3-month Euribor. All lease agreements are repayable through fixed instalment plans with
the exception of the initial down payment and the redemption instalment and there is no
contractual provision for any rescheduling of the original plan. The above payables to the
leasing company are secured to the lessor via rights on the leased assets. There are no hedging
instruments for the interest rates.

The assets subject to financial leasing are reported using the method set out in international
accounting standard IAS 17. The breakdown by due date of the minimum payments and the
capital share of the finance leases are given below:

Minimum payments due for

(Amounts in thousands of Euros) - - ;
financial leasing as at

Capital share as at

28 February 28 February 28 February 28 February

2018 2017 2018 2017
Within 1 year 2,936 2,462 2,777 2,236
From 1 to 5 years 4,139 4,587 4,008 4,427
More than 5 years
Total 7,075 7,049 6,785 6,663

The reconciliation between the minimum payments due from the financial leasing company
and the current value is as follows:

(Amounts in thousands of Euros) Year ended
28 February 2018 28 February 2017
Minimum payments due for financial leasing 7,075 7,049
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(Future financial expense) (290) (386)

Total 6,785 6,663

Fair value of derivative instruments

The financial hedging instruments, in existence as at 28 February 2018, refer to agreements
signed with BPER Banca S.p.A and with BNL S.p.A to hedge future purchase transactions
involving goods in other currencies (USD) for €72 thousand at 28 February 2018 (€7
thousand at 28 February 2017). The effects of these financial hedging instruments were
recorded in the income statement because they do not comply with all the requirements of
IAS 39 for hedge accounting and (ii) contracts signed with Intesa Sanpaolo S.p.A., Banca
Popolare di Milano S.p.A. and Creédit Agricole Cariparma S.p.A., to hedge the fluctuation of
financial expenses related to the Loan Agreement for €250 thousand at 28 February 2018 (0
thousand at 28 February 2017). These derivative financial transactions on the interest rates are
designated as hedge accounting in accordance with the requirements of IAS 39 and are
therefore dealt with under hedge accounting.

Factoring liabilities

Payables to factoring companies stood at €142 thousand as at 28 February 2018 (€175
thousand as at 28 February 2017) and refer to transfers of trade payables to a financial
counterparty through factoring without recourse.

5.14 Provisions

The change in the item "Funds" for the period from 29 February 2016 to 28 February 2018 is
broken down below:

(Amounts in thousands of Euros) Tax dispute di Other Onerous Restructuring Other risks

provision Isputes  contracts provision  provision Total

provision provision

Balance as at 29 February 2016 4,668 2,291 1,201 1,199 979 10,338
- of which current portion - - 700 1,199 672 2,571
- of which non-current portion 4,668 2,291 501 - 307 7,767
Provisions 2,339 664 327 199 3,529
Draw-downs/releases (1,358) (1,213) - (933) (106) (3,610)
Balance as at 28 February 2017 5,649 1,742 1,528 266 1,072 10,257
- of which current portion 37 188 882 266 51 1,424
- of which non-current portion 5,612 1,554 646 1,021 8,833
Provisions 115 1,293 - - 357 1,765
Business unit acquisitions - 71 - - - 71
Draw-downs/releases (2,063) (638) (647) (91) (309) (3,469)
Balance as at 28 February 2018 3,701 2,468 881 175 1,399 8,624
- of which current portion 1,051 509 814 175 379 2,928
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- of which non-current portion 2,650 1,959 67 - 1,020 5,696

The "Tax dispute provision”, equal to €3,701 thousand as at 28 February 2018 and €5,649
thousand as at 28 February 2017, was set aside mainly to hedge the liabilities that could arise
following disputes of a tax nature.

The "Other disputes provision”, equal to €2,468 thousand as at 28 February 2018 and €1,742
thousand as at 28 February 2017, refers to disputes with former employees, customers and
suppliers. The item Business unit acquisitions of €71 thousand relates to certain disputes on
the moment at acquired Andreoli S.p.A. business unit, with this liability settled during the
course of the year.

The "Onerous contracts provision”, equal to €881 thousand as at 28 February 2018 and
€1,528 thousand as at 28 February 2017, refer to the provision allocated for non-discretionary
costs necessary to fulfil the obligations undertaken in certain rental agreements.

The “Restructuring provision”, equal to €175 thousand as at 28 February 2018 and €266
thousand as at 28 February 2017, refer mainly to the conclusion of the personnel restructuring
and commercial network integration process of the former Unieuro.

The “Other risk provision”, equal to €1,399 thousand as at 28 February 2018 and €1,072
thousand as at 28 February 2017, mainly include: i) the provision for expenses for the
restoration of stores to their original condition set aside to cover the costs for restoring the
property when it is handed back to the lessor in cases where the contractual obligation is the
responsibility of the tenant; ii) the additional customer compensation fund.

5.15 Other current liabilities and other non-current liabilities

Below is a breakdown of the items "Other current liabilities” and "Other non-current
liabilities™ as at 28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Deferred income and accrued liabilities 101,281 89,446
Payables to personnel 34,879 28,206
Payables for VAT 17,102 15,715
Payables for IRPEF (income tax) 2,481 2,010
Payables to welfare institutions 2,780 1,759
Payments on account from customers 3,436 3,017
Other current liabilities 1,277 82
Other tax payables 106 92
Total other current liabilities 163,342 140,327
Other liabilities 692 -
Deposit liabilities 26 21

Non-current payables to personnel
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Total other non-current liabilities 718 21

Total other current and non-current liabilities 164,060 140,348

The item "Other current liabilities” increased by €23,015 thousand in the year ended 28
February 2018 compared with the year ended 28 February 2017. The increase in the item
recorded in the period in question is mainly due to greater deferred income relating to the
servicing of the extended warranty.

The balance of the item “Other current liabilities” is mainly composed of:

- deferred income and accrued liabilities of €101,281 thousand at 28 February 2018 (€89,446
thousand as at 28 February 2017) due mainly to the deferrals for the extended warranty
services. Revenue from sales is reported according to the term of the contract, or the period
for which there is a performance obligation, thereby re-discounting sales pertaining to future
periods. Moreover, note that the methods for managing warranty services for the periods after
the legally-required periods were changed with regard to sales of extended warranty services
made by the former Unieuro (from the financial year ended 28 February 2015) and to sales of
extended warranty services in certain categories of goods (white goods) made by Unieuro
(from the financial year ended 29 February 2012) and to sales of extended warranty services
by the sales outlets acquired from Cerioni S.p.A. and Andreoli S.p.A. (from the year ended 28
February 2018) by handling activities that were previously outsourced to third-parties
internally;

- payables to employees for €34,879 thousand per 28 February 2018 (28 February 2017
€28,206 thousand) consisting of debts for outstanding wages, holidays, permissions, and
thirteenth and fourteenth month pay. These payables refer to items accrued but not yet settled;

- VAT payables of €17,102 thousand at 28 February 2018 (€15,715 thousand at 28 February
2017) composed of payables resulting from the VAT settlement with regard to February 2018.

The item "Other non-current liabilities™ increased to €697 thousand in the year ended 28
February 2018 compared with the year ended 28 February 2017.

The balance of the item “Other non-current liabilities” is mainly composed of the monetary
bonus in the share-based payment plan, the Long Term Incentive Plan, of €692 thousand.
Following the approval of the distribution of the dividend by the Shareholders' Meeting on 29
June 2017, a payable relating to the monetary bonus accrued to managers and employees was
recorded as required by the regulation. For more details, please see Note 5.27.

5.16 Trade payables
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A breakdown of the item “Trade payables” as at 28 February 2018 and as at 28 February 2017
is shown below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Trade payables to third-parties 408,995 332,504
Trade payables to related-parties - 15
Gross trade payables 408,995 332,519
Bad debt provision - amount due from suppliers 2,455 2,027
Total Trade payables 411,450 334,546

The balance includes payables relating to carrying out normal trade activities involving the
supply of goods and services.

Gross trade payables increased by €76,476 thousand as at 28 February 2018 compared with
28 February 2017. The increase is related to the increase in volumes handled as a result of: (i)
the promotions in February which involved product categories with improved payment
conditions compared with those of the previous year and (ii) an increase in the number of
stores as a result of the acquisition of the Andreoli S.p.A. and Cerioni S.p.A. business units,
the acquisition of the flagship store in the Euroma2 shopping centre and the new openings
during the year.

As at 28 February 2018 there were no disputes with suppliers, or suspensions to supplies, with
the exception of several compensation claims and payment injunctions which refer to legal
actions in the form of applications for orders for payment of insignificant amounts.

The change in the "Bad debt provision and suppliers account debit balance” for the period
from 29 February 2016 to 28 February 2018 is given below:

Bad debt
(Amounts in thousands of Euros) amounrt):jol]/eisi‘ifc?rr;

suppliers
Balance as at 29 February 2016 2,162
Provisions -
Releases to the Income Statement -
Utilisation (135)
Balance as at 28 February 2017 2,027
First Monclick consolidation 130
Provisions 488

Releases to the Income Statement -
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Utilisation (190)
Balance as at 28 February 2018 2,455

There are no payables for periods of more than 5 years or positions with a significant
concentration of payables.

5.17 Revenues

Below is a break down of the item "Revenue™ for the financial years ended 28 February 2018
and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 Febrggg 28 February 2017
Retail, Online and Travel (1) 1,536,397 1,329,973
Wholesale (2) 218,458 227,864
B2B (3) 118,937 102,658
Total Revenue 1,873,792 1,660,495

(@ The Retail sales channel refers to the sale of products to end users through direct sales points located throughout Italy,
with the exception of airports. The Online sales channel represents the sale of products to end users through the web
channel with the option of home delivery and Click & Collect. The Travel sales channel embodies the sale of products at
major public transport hubs via direct stores.

@ The Wholesale channel covers the sale of products to partners operating exclusively through the "Unieuro™ brand as well
as the wholesale supply to hypermarkets and other retailers.

@ The B2B sales channel represents the wholesaling of products to customers who, in turn, sell electronic items to hotels
and banks.

The Retail, Online and Travel revenue went from €1,329,973 thousand in the year ended 28
February 2017 to €1,536,397 thousand in the year ended 28 February 2018, an increase of
€206,424 thousand or 15.5%. The increases are mainly related to the Retail and Travel
channels which recorded an increase in sales as a result of: (i) the reopening of the 21 sales
outlets purchased from Andreoli S.p.A., operational from 1 July 2017; (ii) the acquisition of
the flagship store in the Euroma2 shopping centre, which opened on 20 September 2017; (iii)
the gradual reopening, from 16 November 2017 onwards, of the 19 sales outlets bought from
Gruppo Cerioni S.p.A.;(iv) the new openings which took place in the financial year in
question, a total of 5 Retail sales outlets in Bergamo, Novara, Genoa, Rome Trastevere and,
most recently, on 8 December, in Modena and (v) the new openings of Travel sales outlets at
the airports of Capodichino and Orio al Serio and the Online channel which recorded
significant growth mainly due to the commercial initiatives associated with Black Friday, the
continued expansion of the pick-up-points network, as well as the positive results of the
growth strategy in high-margin product categories, particularly large and small appliances.

Wholesale revenue went from €227,864 thousand in the year ended 28 February 2017 to
€218,458 thousand in the year ended 28 February 2018, a fall of €9,406 thousand or 4.1%.
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The continued and physiological action of streamlining the network has led to a fall of 8 sales
outlets compared with the 28 February 2017, plus the anticipated impact of the new direct
stores on the Wholesale network. However, taking into consideration the sales developed by
the channel through the pick&pay arrangement, the affiliate network recorded a positive
performance significantly better than the reference market.

B2B revenue went from €102,658 thousand in the year ended 28 February 2017 to €118,937
thousand in the year ended 28 February 2018, an increase of €16,279 thousand or 15.9%. The
B2B channel targets professional domestic and foreign customers that operate in industries
other than those where Unieuro operates, such as hotel chains and banks, as well as operators
that need to purchase electronic products to be distributed to their regular customers or to
employees to accumulate points or participate in prize competitions or incentive plans
(B2B2C segment).

5.18 Other income

Below is a break down of the item "Other income” for the financial years ended 28 February
2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Other income 2,949 3,468
Insurance reimbursements 1,858 1,181
Rental and lease income 1,588 1,711
Total Other Income 6,395 6,360

The item includes rental income relating to the sub-leasing of spaces for other activities, and
insurance claims relating to theft or damage caused to stores. The increase is due to income
received for agreements based on the service progress status as at the end of the financial
year. The item also includes the insurance refund of € 800 thousand, obtained in relation to
the fire that occurred on 25 February 2017 at the Oderzo (TV) store.

5.19 Purchases of materials and external services

Below is a breakdown of the item "Purchases of materials and external services" for the
financial years ended 28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017

Purchase of goods 1,500,427 1,295,389
Building rental and expenses 64,099 58,289
Marketing 50,368 51,613
Transport 42,832 32,482
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Utilities 12,765 12,017

Consulting 9,233 10,904
Maintenance and rental charges 10,498 10,745
General sales expenses 8,858 7,497
Other costs 8,055 6,126
Purchase of consumables 4,629 4,377
Travel expenses 2,978 2,143
Payments to administrative and supervisory bodies 798 356
Total Purchases of materials and external services 1,715,540 1,491,938
Changes in inventory (41,193) (5,177)
Total, including the change in inventories 1,674,347 1,486,761

The item “Purchases of materials and external services”, taking into account the item “Change
in inventories”, rose from €1,486,761 thousand as at 28 February 2017 to €1,674,347
thousand in the period ended 28 February 2018, an increase of €187,586 thousand or 12.6%.
The main increase is attributable to the item "Purchase of goods" for €205,038 thousand
resulting from the increase in sales as a result of: (i) the acquisition of the 21 Andreoli S.p.A.
sales outlets, operational from 1 July 2017 (ii) the gradual reopening, from 16 November
2017, of the 19 sales outlets acquired from Gruppo Cerioni S.p.A., (iii) the acquisition of the
flagship store in the Euroma2 shopping centre, which opened on 20 September 2017; (iv) the
new openings which took place in the financial year in question, a total of 5 Retail sales
outlets, in Bergamo, Novara, Genova, Rome Trastevere and, most recently, on 8 December, in
Modena and (v) the new openings of Travel sales outlets at the airports of Capodichino and
Orio al Serio.

The item “Building rental and expenses” rose by €5,810 thousand compared with 28 February
2017, an increase of 10.0%; this increase is due to the re-entering into agreements of. (i) 21
sales outlets belonging to the Andreoli S.p.A. business unit, (ii) 19 sales outlets belonging to
the Cerioni S.p.A. business unit, (iii) the flagship store in the Euroma2 shopping centre, and
(iii) the new openings of sales outlets during the year. The cost of like-for-like rentals, on the
other hand, is significantly down compared with the previous year.

The item “Marketing” fell by €51,613 thousand as at 28 February 2017 to €50,368 thousand
as at 28 February 2018. Marketing and advertising were structured and planned to direct
potential customers to physical points of sale and to the Online channel. There was a fall in
traditional marketing activities in the year ended 28 February 2018, partly offset by the
increase in digital marketing activities.

The item “Transport” rose from €32,482 thousand as at 28 February 2017 to €42,832

thousand as at 28 February 2018, mainly as a result of the increased volume of business and
due to the increasing weight of home deliveries relating to online orders.
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The item “Utilities” increased by €748 thousand compared with 28 February 2017 or 6.2%,
with the increase mainly due to the increase in the number of sales outlets recorded in the
year.

The item “Consultancy” fell by €10,904 thousand as at 28 February 2017 to €9,233 thousand
as at 28 February 2018. The performance is due to the combined effect of: (i) a decrease
mainly related to the costs incurred by the Company relating to the listing of the Company's
shares on the STAR segment of the Mercato Telematico Azionario run by Borsa Italiana
S.p.A. which concluded on 4 April 2017, (ii) the increase as a result of the consultancy fees
incurred for the acquisition of Monclick S.r.l. and the acquisition of the business units from
Andreoli S.p.A. and Cerioni S.p.A. and (iii) the increase of the consultancy fees incurred for
the incorporation of the subsidiary company Monclick.

The item “General sales costs” rose by €7,497 thousand as at 28 February 2017 to €8,858
thousand as at 28 February 2018. The item mainly includes the cost of fees on sales
transactions with the increase due to the increase in turnover.

The item “Other costs” mainly includes costs for vehicles, hiring, cleaning, insurance and
security. The item rose by €1,929 thousand compared with 28 February 2017, or 31.5%, with
the increase mainly relating to: (i) the increase in the cost of insurance, particularly following
the catastrophic events due to the fire at the Oderzo point of sale which took place on 25
February 2017 and the theft at the Piacenze warehouse which took place in August 2017 with
a new insurance contract signed with a new pool of insurers which led to an increase in the
premium and (ii) the increase recorded in support activities for listed companies. The effect of
that item on revenues is substantially unchanged, equal to 0.4% at 28 February 2018 (0.4% at
28 February 2017).

5.20 Personnel expenses

Below is a breakdown of the item "Personnel costs™ for the financial years ended 28 February
2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Salaries and wages 113,598 97,630
Welfare expenses 32,429 29,165
Severance pay 7,604 6,833
Restructuring fund provisions/(releases)
Other personnel costs 2,664 3,005
Total personnel costs 156,295 136,633
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Personnel costs went from €136,633 thousand in the year ended 28 February 2017 to
€156,295 thousand in the year ended 28 February 2018, an increase of €19,662 thousand or
14.4%.

The item “Salaries and wages” increased by €15,968 thousand or 16.4%, with the increase
mainly due to: (i) the acquisition of the business units from Andreoli S.p.A., Cerioni S.p.A.,
(ii) the acquisition of the flagship store in the Euroma2 shopping centre, (iii) the increase in
employees following the opening of 7 new stores, (iv) the adaptation of the central structure
to meet stock exchange requirements and the reinforcement of several strategic functions and
(v) the adaptation of the existing employment contracts which were renewed on 30 March
2015 which included, among other things, a contractual increase valid from 1 August 2017.

The item “Other personnel costs”, stood at €2,664 thousand as at 28 February 2018 (€3,005
thousand at 28 February 2017) and mainly included: (i) the recognition of €1,352 thousand as
the cost of the share-based payment plan - Long Term Incentive Plan concluded during the
year and (ii) the recognition of €706 thousand as the cost of the share-based payment plant -
Call option agreement concluded following the positive outcome of the listing that took place
on 4 April 2017. Refer to Note 5.26 for more details about the share-based payment
agreements.

5.21 Other operating costs and expenses

Below is a breakdown of the item "Other operating costs and expenses” for the financial years
ended 28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Non-income based taxes 7,398 5,160
Provision for supplier bad debts 489
Provision for the write-down of other assets 178
Bad debt provision 146
Other operating expenses 320 217
Total other operating costs and expenses 8,531 5,377

"Other operating costs and expenses" went from €5,377 thousand in the year ended 28
February 2017 to €8,531 thousand in the year ended 28 February 2018, an increase of €3,154
thousand or 58.7%.

The increase is mainly due to the increase in taxes and duties not on income as a result of the
increase in the number of store and the write-down of doubtful receivables.

The item “Other operating costs” includes costs for charities, customs and capital losses.
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5.22 Depreciation amortisation and write-downs

Below is a breakdown of the item "Depreciation, amortisation and write-downs" for the
financial years ended 28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Depreciation and amortisation of tangible fixed assets 15,517 13,312
Depreciation and amortisation of intangible fixed assets 5,222 3,794
Write-downs/(write backs) of tangible and intangible fixed assets 989 852
Total depreciation, amortisation and write-downs 21,728 17,958

The item "Depreciation, amortisation and write-downs" went from €17,958 thousand in the
year ended 28 February 2017 to €21,728 thousand in the year ended 28 February 2018, an
increase of €3,770 thousand or 21.0%. The increase relates to the progressive increase in
investments made in recent years also related to new acquisitions.

The item “Write-downs/(write-backs) of tangible and intangible fixed assets increased in the
year ended 28 February 2018 compared with the year ended 28 February 2017 as a result of
the interventions at the sales outlets. The item also includes the write-down of the assets
relating to the stores for which onerous contracts were identified, in other words rental
agreements in which the non-discretionary costs necessary for fulfilling the obligations
undertaken outweigh the economic benefits expected to be obtained from the contract.

5.23 Financial income and Financial expenses

Below is a breakdown of the item "Financial income" for the financial years ended 28
February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Interest income 26 27
Other financial income 277 331
Total financial income 303 358

"Financial income™ went from €358 thousand in the year ended 28 February 2017 to €303
thousand in the year ended 28 February 2018, down €55 thousand. The change is mainly due
to the income for exchange rate gains and the decrease in bank interest income.

The breakdown of the item "Financial expense" is given below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Interest expense on bank loans 6,652 3,708
Other financial expense 1,281 1,726
Interest expense toward parent company - 788
Total Financial Expenses 7,933 6,222
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"Financial expense"” went from €6,222 thousand in the year ended 28 February 2017 to €7,933
thousand in the year ended 28 February 2018, up €1,711 thousand or 27.5%.

The item “Interest expense on bank loans” increased at 28 February 2018 by €2,944 thousand
compared with the previous period with this increase due mainly to the combined effect of the
greater financial interest of €3,128 thousand due to the transfer to the income statement of the
amortised cost of the Euro Term and Revolving Facilities Agreement as a result of the
conclusion which took place on 22 December 2017 of the Loan Agreement and the lower
interest expense recorded in the year relating to the Euro Term and Revolving Facilities
Agreement due to the fall in the margins applied, as a result of the improvement recorded in
the leverage ratio at the reporting dates. The interest rate of the Euro Term and Revolving
Facilities Agreement was equal to the sum of (i) the Euribor parameters and (ii) a margin with
a different annual percentage for each individual line. The Euro Term and Revolving
Facilities Agreement involves a mechanism that changes the above-mentioned margin
according to the level of a certain contractual index (leverage ratio), calculated at the
reporting dates of the financial covenants.

The item “Interest expense toward parent company” equal to zero at 28 February 2018 (€788
thousand at 28 February 2017) included the interest accrued on the shareholders' loan repaid
on 28 November 2016.

The item “Other financial expenses” equal to €1,281 thousand as at 28 February 2018 (€1,726
thousand as at 28 February 2017) mainly include the interest relating to other financial
liabilities and expenses relating to cash discounts recognised to customers. This item fell by
€445 thousand; the decrease is mainly due to the greater costs incurred in the previous year
for: (i) the waiver request to the Lending Banks aimed at obtaining the latter's consent for the
distribution of dividends and the repayment of the shareholders' loan made in the nine-month
period ended 30 November 2016 and (ii) the Amendment Proposal for the Loan Agreement
aimed at bringing the contract into line with the rules applicable to listed companies and
market practices for financing transactions in favour of listed companies.

5.24 Income taxes

Below is a breakdown of the item "Income taxes" for the financial years ended 28 February
2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Current taxes (1,676) (1,309)
Deferred taxes 482 501
Tax provision allocation 497 (1,867)
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Total (697) (2,675)

The table below contains the reconciliation of the theoretical tax burden with the actual one:

(In thousands of Euros and as a percentage of the profit before tax) Year ended
28 28
February % February %
2018 2017
Profit of period before taxes 11,655 14,262
Theoretical income tax (IRES) (2,797)  24.0% (3,922) 27.5%
IRAP (1,255) (10.8%) (1,309) (9.2%)
Tax effect of permanent differences and other differences 2,858 245% 4,423 31.0%
Tax for the period (1,194) (808)
(Accrual to)/release from tax provision 497 (1,867)
Total taxes (697) (2,675)
Actual tax rate (6.0%0) (18.8%)

The impact of taxes on income is calculated considering (accrual to)/release from tax
provision for tax disputes. In the financial years ended 28 February 2018 and 28 February
2017, the impact of taxes on the pre-tax result was 6.0% and 18.8%, respectively; the fall was
due to the recording of deferred tax income on tax losses of €3,113 thousand and on release of
the tax provision. For more details, please see Note 5.4.

The item “Allocation to tax provision” went from a provision of €1,867 thousand in the
financial year ended 28 February 2017 to a release €497 thousand in the financial year ended
28 February 2018. During the year, Unieuro made a release of €592 thousand and a provision
of €95 thousand.

5.25 Basic and diluted earnings per share
The basic earnings per share are calculated by dividing the result for the consolidated period

by the average number of ordinary shares. The details of the calculation are given in the table
below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February

2017

Adjusted consolidated profit (loss) for the year [A] 10,958 11,587
Average number of shares (in thousands) [B] (1) 20,000 20,000
Basic and diluted earnings per share (in Euro) [A/B] 0.55 0.58
Q) The average number of shares (in thousands) considered for the purpose of calculating the basic earnings per

share was defined using the number of Unieuro S.p.A. shares issued on 12 December 2016.
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The details of the calculation of the diluted earnings per share are given in the table below:

(Amounts in thousands of Euros)

Year ended

28 February 2018

28 February 2017

Result for the period/financial year [A] 10,958 11,587

Average number of shares (in thousands) [B] (1) 20,000 20,000

Effect of the options on shares upon issuance [C] (2) 39 0

Diluted earnings per share (in Euro) [A/B] 0.55 0.58

Q) The average number of shares (in thousands) considered for the purpose of calculating the diluted earnings per
share was defined using the number of Unieuro S.p.A. shares issued on 12 December 2016.

2 The effect of share options at the time of issuance, considered for the purpose of calculating the diluted

earnings per share, refers to shares assigned according to the share-based payment plan, known as the Long
Term Incentive Plan, which, as provided for by IFRS 2, are convertible based on the conditions accrued in the

respective financial years.

5.26 Statement of cash flows

The key factors that affected cash flows in the three years are summarised below:

Net cash flow generated/(absorbed) by operations

Year ended
(Amounts in thousands of Euros) Notes 28 February 28 February
2018 2017

Cash flow from operations
Consolidated profit (loss) for the year 5.10 10,958 11,587
Adjustments for:
Income taxes 5.24 697 2,675
Net financial expenses (income) 5.23 7,630 5,864
Depreciation, amortisation and write-downs 5.22 21,728 17,958
(Profits)/losses from the sale of property, plant and machinery 5.1 (31)
Other changes 1,386 3,766

42,399 41,819
Changes in:
- Inventories 5.6 (41,193) (5,178)
- Trade receivables 5.7 18,940 151
- Trade payables 5.16 47,042 1,174
- Other changes in operating assets and liabilities 5.5-5.14-5.15 21,213 23,488
Cash flow generated/(absorbed) by operating activities 46,002 19,635
Taxes paid 5.24 - -
Interest paid 5.23 (8,825) (4,931)
Net cash flow generated/(absorbed) by operating activities 5.26 79,576 56,523

The net cash flow generated/(absorbed) by operations went from €56,523 thousand in the year
ended 28 February 2017 to €79,576 thousand in the year ended 28 February 2018, an increase
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of €23,053 thousand. The larger cash flows generated were mainly influenced by the
combined effect resulting from:

- the greater liquidity generated by the changes in the cash flow generated/(absorbed) by
operations of €26,367 thousand;

- the higher income flows for the year (composed of the changes that took place in the
adjusted result for the period of income taxes, net financial expense/(income) and
other non-monetary changes) of €580 thousand,;

- the higher financial expenses paid of €3,894 thousand.

In the year ended 28 February 2018, the cash flow generated/(absorbed) by operations
(composed of the changes in warehouse inventories and trade receivables and payables and in
other operating assets and liabilities) and the related cash flows, generated greater liquidity
compared with the previous year of €26,367 thousand, going from a cash flow of €19,635
thousand in the year ended 28 February 2017 to a positive flow of €46,002 thousand in the
year ended 28 February 2018. Specifically, the positive performance of the Net Working
Capital is associated, with reference to trade payables, with: (i) promotions carried out in
February 2018, concerning product categories with improved payment conditions compared
with those of the previous year and (ii) an increase in the number of sales outlets as a result of
the acquisitions of the Andreoli S.p.A. and Cerioni S.p.A. business units, the flagship store in
the Euroma2 shopping centre and the new openings in the year, which generated a positive
impact on the trend in trade payables, more than offsetting the growth in inventories.

In addition, the net cash flow generated/(absorbed) by operating activities was affected by the
payment of greater financial expenses of €2,600 thousand compared with the previous year as
a result of the payment of the financing fees associated with the signing of the new Loan
Agreement which took place on 22 December 2017.

Cash flow generated (absorbed) by investment activities

Year ended

(Amounts in thousands of Euros) 28 February

Notes 28 February 2018 2017

Cash flow from investment activities

Purchases of plant, equipment and other assets 5.1 (28,448) (23,479)
Purchases of intangible assets 5.3 (8,812) (4,419)
Goodwill acquired against payment 5.2 - -
Collections from the sale of plant, equipment and other assets 5.1 1 61
Equity investments -

Investments for business combinations and business units 55 (14,485)

Net cash inflow from acquisition 5.9 233 -
Cash flow generated/(absorbed) by investing activities 5.26 (51,511) (27,837)

Investment activities absorbed liquidity of €51,511 thousand and €27,837 thousand,
respectively, in the years ended 28 February 2018 and 28 February 2017.
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With reference to the year ended 28 February 2018, the Company's main requirements
involved:

- Investments in companies and business units for €14,485 thousand, partially offset by
net cash acquired at the time of acquisition of €233 thousand. The investments in
question refer to the purchase price for the business unit bought from Andreoli S.p.A.
for €9,381 thousand, from Monclick for €3,500 thousand and from the Cerioni S.p.A.
business unit for €1,604 thousand. The contribution of net cash from acquisition refers
to the remnants in Monclick current accounts at the first consolidation date net of the
current financial liabilities acquired.

- investments in plant, machinery and equipment of €28,448 thousand, mainly relate to
interventions at sales outlets opened, relocated or renovated during the year;

- investments in intangible fixed assets of €8,812 thousand relating to the development
of the website www.unieuro.it and IT systems at the Forli headquarters.

Cash flow generated/(absorbed) by financing activities

Year ended

(Amounts in thousands of Euros)

28 February 2018 28 February 2017
Cash flow from investment activities
Increase/(Decrease) in financial liabilities 16,529 (4,137)
Increase/(Decrease) in other financial liabilities 154 998
Increase/(Decrease) in shareholder loans - (20,442)
Distribution of dividends (20,000) (3,880)
Net cash and cash equivalents generated by financing activities (3,317) (27,461)

Financing absorbed liquidity of €3,317 thousand in the year ended 28 February 2018 and
€27,461 thousand for the year ended 28 February 2017.

The cash flow from financing activities as at 28 February 2018 mainly reflects:

- an increase in financial liabilities of €16,529 thousand mainly due to the restructuring of the
lines of credit following the conclusion of the new loan which took place on 22 December
2017.

- an increase in other financial liabilities of €154 thousand mainly due to the increase in debts
of assets subject to financial leasing.

- the distribution of a dividend of €20,000 thousand of which €11,587 thousand in respect of
the profit for the year ended 28 February 2017 and €8,413 thousand from the use of part of
the extraordinary reserve, as approved on 20 June 2017 by the Shareholders' Meeting.

5.27 Share-based payment agreements
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Call Option Agreement

On 22 October 2014 the shareholders of Venice Holdings S.r.l. (“Shareholders of Venice
Holdings™) concluded a 5-year call option agreement which involves the commitment of
shareholders - if the sale of the majority of shares owned by them in the share capital of
Venice Holdings S.r.l. (hereinafter also “Venice Holdings™”) is concluded - to approve an
increase in the share capital of Venice Holdings, to be released in two tranches (tranche A and
tranche B), reserved to certain managers and employees of Unieuro and the former Unieuro,
holders of Venice Holding shares. The beneficiaries, who should be in office when the sale
takes place, have been allocated a right of pre-emption that is conditional (at the change of
control of Venice Holdings) on subscribing (in full or in part) to the two tranches of the
Venice Holdings share capital increase which is the subject of the commitment undertaken by
the shareholders themselves. The right of pre-emption does not have a deadline.

Specifically, in the Call Option Agreement these options give the right to subscribe a certain
portion of the share capital of Venice Holdings at a fixed issue price equal to: 792 Euro units
for the first tranche (tranche A and tranche B) plus 8% per year from 30 November 2013 until
the time the option is exercised, and 792 Euro units for the second tranche (tranche B) plus
25% per year from 30 November until the time the option is exercised.

Following the merger by incorporation of Venice Holdings into Italian Electronics Holdings
S.r.l., the commitments undertaken pursuant to the Call Option Agreement were confirmed.
Therefore, the managers and employees who signed the agreement had the right to subscribe
shares in the capital increase which will be approved by the Shareholders’ Meeting of Italian
Electronics Holdings S.r.l. if the change of control takes place pursuant to the Call Option
Agreement.

During the financial year ended 28 February 2017, Unieuro launched all the internal
preparatory activities for the listing of the Unieuro’s shares on the Mercato Telematico
Azionario organised and managed by Borsa Italiana S.p.A. The listing project was formally
ratified by the Shareholders’ Meeting of 12 December 2016. Following the launch of the
listing project, in order to confirm the incentive of the assignees of the Call Option
Agreement, the reference shareholder (Italian Electronics Holdings S.r.l.) decided to change
the original options plan at the beginning of February 2017 by a renunciation of the previous
Call Option Agreement and a simultaneous assigning of a new options plan called the
Transaction Bonus lasting 5 years which involved the commitment of Italian Electronics
Holdings S.r.1.: (i) if the result of the admission to listing process is positive, the allocation to
certain Company managers, on the day of the establishment of the placement price, by Italian
Electronics Holdings, of a number of Company shares free of charge, with the obligation to
sell the shares granted on the day of the placement and to other managers of a sum in Euros
equal to the value of a pre-established number of shares at the placement price; (ii) in the case
of the sale to a third-party of all or some of the Company shares, the granting to certain
Company managers and employees, before the transfer to third-parties, by Italian Electronics
Holdings, of a number of Company shares free of charge, with the obligation to sell the shares
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granted to the third-party buyer. The realisation of events was mutually exclusive therefore, as
the first event is realised in terms of time, the possibility of the second event automatically
becomes ineffective. On 4 April 2017, Italian Electronics Holdings S.r.I. completed the
process of listing Unieuro S.p.A. shares on the STAR Segment of the Mercato Telematico
Azionario of Borsa Italiana S.p.A., placing 31.8% of the Company’s share capital for a total
value of €70 million. From 3 May 2017, the greenshoe option granted by Italian Electronics
Holdings S.r.l. was partially exercised for 537,936 shares compared to the 636,363 shares that
had been the object of the Over Allotment. The purchase price of the shares that were the
object of the greenshoe option was €11.00 per share, which corresponds to the offer price
which was set for the placement, totalling €5,917 thousand. The share settlement relative to
the greenshoe option took place on 8 May 2017. On 6 September 2017, Italian Electronics
Holdings placed, under the accelerated bookbuilding procedure, 3,500 thousand ordinary
shares, corresponding to 17.5% of the share capital of Unieuro, at the price of €16 per share.
The settlement of the transaction took place on 8 September 2017. The total amount was
€56,000 thousand.

The revision of the assignment mechanism, which took place by revoking the previous Call
Option Agreement and simultaneously having beneficiaries sign the Transaction Bonus, was
structured as an amendment to the existing plan which resulted in an event to accelerate the
vesting period.

To define the length of the vesting period, the new deadline considered for the service period
of the recipients for the purpose of the definition of the vesting period, was 4 April 2017, the
placement date of the shares on the Mercato Telematico Azionario. The amount of personnel
costs to be allocated to the income statement, with the offsetting item being the specific
reserve for share-based payments, was therefore revised in the light of the new vesting
deadline.

In the financial statements for the year ended 28 February 2018 the evaluation of the probable
market price of the options is recorded using the binomial method (Cox — Ross — Rubinstein).
In determining the fair value at the allocation date of the share-based payment, the following
data was used:

Tranche A Tranche B

Fair value at grant date €610.00 €278.00
Price of options at grant date €8.55 €1.01
Exercise price €792 + 8% per year €792 + 25% per year
Anticipated volatility 30% 30%
Duration of the option 5 years 5 years
Expected dividends 0% 0%
Risk-free interest rate ECB return ECB return
Eurozone government bonds (AAA)  Eurozone government bonds (AAA)

Illiquidity discount 33.3% 33.3%
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The number of outstanding options is as follows:

Tranche A Tranche B

Number of Number of Number of
options 28 options options 28
February 2017 28 February 2018 February 2017

Number of options
28 February 2018

Existing at the start of the financial year - 9,305 - 4,653
Exercised during the financial year

Granted during the financial year

Contribution from merger

Withdrawn during the financial year (bad leaver)

Plan amendment (Transaction Bonus) - (9,305) - (4,653)
Existing at the end of the financial year

Not granted at the start of the financial year - 4,902 - 2,451
Exercisable at the end of the financial year

Contribution from merger

Plan amendment (Transaction Bonus) - (4,902) - (2,451)

Not granted at the end of the financial year

Note that, as mentioned above, the Transaction Bonus constitutes a change to the existing
plan which caused an acceleration event in the vesting period.

Long Term Incentive Plan

On 6 February 2017, the Extraordinary Shareholders Meeting of Unieuro approved the
adoption of a stock option plan Long Term Incentive Plan (hereinafter the "Plan” or
“LTIP”) reserved for Executive Directors, associates and employees (executives and others)
of Unieuro. The Plan calls for assigning ordinary shares derived from a capital increase with
no option rights pursuant to Art. 2441, paragraphs 5 and 8 of the Italian Civil Code approved
by the Company's Shareholders’ Meeting on the same date.

The Plan specifies the following objectives: (i) focusing the attention of the recipients on the
strategic factors of Unieuro and the Group, (ii) retaining the recipients of the plan and
encouraging their remaining with Unieuro and/or other companies of the Group, (iii)
increasing the competitiveness of Unieuro and the Group in their medium-term objectives and
identifying and facilitating the creation of value both for Unieuro and the Group and for its
shareholders, and (iv) ensuring that the total remuneration of recipients of the Plan remains
competitive in the market.

The implementation and definition of specific features of the Long Term Incentive Plan were
referred to the same Shareholders’ Meeting for specific definition by the Unieuro Board of
Directors. On 29 June 2017, the Board of Directors approved the plan regulations for the plan
(hereinafter also “Regulations”) whereby the terms and conditions of implementation of Long
Term Incentive Plan were determined.
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The Recipients subscribed to the Plan in October 2017. The parties expressly agreed that the
effects of granting rights should be retroactive to 29 June 2017, the date of approval of the
regulations by the Board of Directors.

The Regulations also provide for the terms and conditions described below:

Condition: the Plan and the grant of the options associated with it will be subject to
the conclusion of the listing of the Company by 31 July 2017 (“IPO”);

Recipients : the Long Term Incentive Plan is addressed to Directors with executive
type positions, associates and employees (managers and others) of Unieuro that were
identified by the Board of Directors within those who have an ongoing employment
relationship with Unieuro and/or other companies of the Group. Identification of the
Recipients was made on the basis of a discretionary judgment of the Board of
Directors that, given the purpose of Long Term Incentive Plan, the strategies of
Unieuro and the Group and the objectives to be achieved, took into account, among
other things, the strategic importance of the role and impact of the role on the pursuit
of the objective;

Object: the object of the Plan is to grant the Recipients option rights that are not
transferable by act inter vivos for the purchase or subscription against payment of
ordinary shares in the Company for a maximum of 860,215 options, each of which
entitling the bearer to subscribe one newly issued ordinary share (“Options”). If the
target is exceeded with a performance of 120%, the number of Options will be
increased up to 1,032,258. A share capital increase was approved for this purpose for a
nominal maximum of €206,452, in addition to the share premium, for a total value
(capital plus premium) equal to the price at which Unieuro’s shares will be placed on
the MTA through the issuing of a maximum of 1,032,258 ordinary shares;

Granting: the options will be granted in one or more tranches and the number of
Options in each tranche will be decided by the Board of Directors following
consultation with the Remuneration Committee;

Exercise of rights : the subscription of the shares can only be carried out after 31
August 2020 and within the final deadline of 31 July 2025;

Vesting: the extent and existence of the right of every person to exercise options will
happen on 31 August 2020 provided that: (i) the working relationship with the
Recipient persists until that date, and (ii) the objectives are complied with, in terms of
distributable profits, as indicated in the business plan on the basis of the following
criteria:

O in the event of failure to achieve at least 85% of the expected results, no
options will be eligible for exercise;

o if 85% of the expected results are achieved, only half the options will be
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eligible for exercise;

o if between 85% and 100% of the expected results are achieved, the number of
options eligible for exercise will increase on a straight line between 50% and
100%;

o if between 100% and 120% of the expected results are achieved, the number of
options eligible for exercise will increase proportionally on a straight line
between 100% and 120% — the maximum limit.

- Exercise price: the exercise price of the Options will be equal to the issue price on the
day of the IPO amounting to €11 per share;

- Monetary bonus: the recipient who wholly or partly exercises their subscription rights
shall be entitled to receive an extraordinary bonus in cash of an amount equal to the
dividends that would have been received at the date of approval of this Long Term
Incentive Plan until completion of the vesting period (29 February 2020) with the
exercise of company rights pertaining to the Shares obtained during that year with the
exercise of Subscription Rights

- Duration: the Plan covers a time horizon of five years, from 31 July 2020 to 31 July
2025,

In the financial statements the evaluation of the probable market price of the options is
recorded using the binomial method. The theories underlying the calculation were (i)
volatility, (ii) risk rate (equal to the return on Eurozone zero-coupon bond securities maturing
close to the date the options will be exercised), (iii) the exercise deadline equal to the period
between the grant date and the exercise date of the option and (iv) the amount of expected
dividends. Lastly, in line with the provisions of IFRS 2, the probability of the Recipients
leaving the plan, which ranges from 5% to 15% and the probability of achieving the
performance targets were taken into account.

In determining the fair value at the allocation date of the share-based payment, the following
data was used:

Fair value at grant date €7.126
Price of options at grant date €16.29
Exercise price €11.00
Anticipated volatility 32%
Duration of the option 5.5 years

Expected dividends 2018-
2020

Risk-free interest rate (based on 0%

Expected dividends
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government bonds)

The number of outstanding options is as follows:

Number of
options

28 February
2018

Existing at the start of the financial year

Exercised during the financial year
Granted during the financial year 831,255
Contribution from merger

Withdrawn during the financial year (bad leaver)

Existing at the end of the financial year 831,255

Not granted at the start of the financial year 860,215

Exercisable at the end of the financial year

Not granted at the end of the financial year 28,960

5.28 Business unit combinations
Acquisition of Monclick S.r.l.

On 9 June 2017, Unieuro completed the acquisition from Project Shop Land S.p.A. for 100%
of Monclick shares. (“Monclick”), a leading online operator in Italy, is active in the consumer
electronics market and in the B2B2C online market. Monclick represents a “pure player” in
the Italian panorama of e-commerce, that is, a company that sells products only through the
web channel, without having physical sales or pick-up points.

The acquisition, announced on 23 February 2017, has a strong strategic value for Unieuro as
it allows it to significantly increase its turnover in the online segment, reinforcing its
positioning in the domestic market and allowing entry into the promising B2B2C sector.

The transaction value is €10 million, of which €3.5 million was paid at the closing and the
remainder spaced out over 5 years.

The financial statements of the subsidiary Monclick were included in the consolidated
financial statements starting from 1 June 2017. The Directors estimated that no significant
changes have occurred in the fair value of the assets acquired between the date when Unieuro
took control (9 June 2017) and the date of first consolidation (1 June 2017).

The amounts reported with reference to the assets acquired and liabilities assumed at the
acquisition date are summarised below:
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Identifiable Recognised
(Amounts in thousands of Euros) Acquired assets (liabilities)  assets assets
(liabilities) (liabilities)

Plant, machinery, equipment and other assets and intangible assets

with finite useful life 284 - 284
Other non-current assets 44 - 44
Deferred tax assets 630 (630) 0
Inventories 3,154 (370) 2,784
Trade receivables 23,542 (233) 23,309
Trade payables (29,354) (376) (29,730)
Other current assets/liabilities 1,368 - 1,368
Employee benefits (491) - (491)
Financial liabilities (3,784) - (3,784)
Cash and cash equivalents 4,019 - 4,019
Total net identifiable assets (588) (1,609) (2,197)

The identifiable assets (liabilities) were determined on a provisional basis as provided by
IFRS 3, and refer to: (i) write-downs of deferred tax assets considered not recoverable on the
basis of actual tax results expected at €630 thousand, (ii) write-down of obsolete inventories
for €370 thousand, (iii) write-down of receivables held in bad debts at the acquisition date for
€233 thousand and (iv) write-down of receivable notes from suppliers deemed non-collectable
at the acquisition date for €376 thousand.

The following table briefly describes the preliminary goodwill recognised at the time of

acquisition:
(Amounts in thousands of Euros) 31 May 2017
Transaction consideration (10,000)
% Acquired 100%
Shareholders’ Equity of Monclick (588)
(1,609)
Fair Value adjustment of acquired assets (liabilities)
Inventories (370)
Trade receivables (233)
Trade payables (376)
Deferred tax assets (630)
IFRS Transition (123)
Employee benefits (123)
Excess Price to be Allocated (12,320)
Software 1,284
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Monclick brand 4,641

Customer List 1,178
Deferred tax liabilities (1,982)
Residual goodwill 7,199

The intangible assets in Monclick are classified according to IFRS 3, in three main
categories:

- Marketing-related intangible assets: these are intangible assets that are used primarily
for marketing and promoting the company’s products and services (brands, etc.);

- Customer-related intangible assets: this category includes a number of intangible
assets (customer relationship, database, etc.) characterised by the presence of a
relationship between the company and its customer base, actual or potential;

- Technology-related intangible assets: this category contains technology in the broad
sense (patented and unpatented), including software, that are essential to the
functioning of the business.

Monclick operates in two business lines that appeal to the same consumers, while reaching
them through two different channels: (i) Online, which includes online sales of consumer
products directly to the final consumer through “Monclick” website, and (ii) B2B2C, that is,
the channel for products and services sold to the final consumer through partnerships with
large companies.

These channels, while still using a common platform of shared resources, differ by the type of
customers, a factor that determines a differentiation, both for a specific management approach
as well as in growth prospects.

The management believes that, based on the highlighted Monclick business lines, it can
therefore be respectively be placed in the following Unieuro CGU: (i) Retail CGU, relating to
all cash flows from distribution channels Retail, Online and Travel, and the B2B CGU,
relating to the wholesale supply of products within the framework of the business-to-business
channel.

Residual goodwill measured during the business combination for €7,199 thousand was
respectively allocated in an amount equal to 85% (€6,151 thousand) in the Retail CGU, and in
an amount equal to 15% (€1,048 thousand) in the B2B CGU.

It should be noted that, at the time of acquisition, Unieuro availed itself of the right provided
under IFRS 3 to carry out a provisional allocation of the cost of the business combination at
the fair value of the assets, liabilities and contingent liabilities (of the acquired business). If
new information obtained during one year from the acquisition date, relating to facts and
circumstances existing at the acquisition date, leads to adjusting the amounts indicated or any
other fund existing at the acquisition date, accounting for the acquisition will be revised.

Acquisition of Andreoli S.p.A. business unit
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On 17 February 2017, Unieuro completed the acquisition of a business unit from Andreoli
S.p.A., in an agreement among creditors, consisting of 21 stores located mainly in central
Italy, situated in shopping centres and sized between 1,200 and 1,500 square metres. The
acquired chain previously operated under the brand name Euronics in southern Lazio,
Abruzzo and Molise.

The acquisition is of great strategic value for Unieuro because it enables significantly
increasing sales thereby strengthening its position in the domestic market.

The consideration for the sale of the company is €12,200 thousand and is adjusted as follows:
- €3,900 thousand were paid by Unieuro as a deposit for the submission of the tender
offer within the competitive procedure under Article 163-bis of the Italian Bankruptcy
Law;
- €2,819 thousand through the assumption of the debt owed by Andreoli S.p.A to its
transferred employees;
- €5,481 thousand by bank transfer executed on 17 May 2017.

The values relating to assets acquired and liabilities assumed are reflected in the Financial
Statements from the date Unieuro acquired control, namely 17 May 2017.

The amounts reported with reference to the assets acquired and liabilities assumed at the
acquisition date are summarised below:

. Acquired assets Identifiable assets Recognised assets

(Amounts in thousands of Euros) (liabilities) (liabilities) (liabilities)

Plant, machinery, equipment and other assets and 667 0 667
intangible assets with finite useful life

Other current assets/liabilities (1,983) (109) (2,092)
Employee benefits (836) 0 (836)
Provisions (711) (711)
Other financial liabilities (87) 0 (87)
Total net identifiable assets (2,239) (180) (2,419)

The identifiable assets (liabilities) were determined on a provisional basis as provided by
IFRS 3, and refer to: (i) liabilities refer to transferred employees for holidays and leave of
€(61) thousand and (ii) disputes at the time of acquisition of the Andreoli S.p.A. branch of
business for Euro (71) thousand e (iii) liabilities relating to transferred contracts of €(48)
thousand.

The following table briefly describes the preliminary goodwill recognised at the time of
acquisition:

(Amounts in thousands of Euros) 28 February 2018
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Transaction consideration (12,200)

Assumption of debt of personnel 2,819
Transaction consideration excluding assumption of personnel debt (9,381)
Acquired assets (liabilities) (2,239)
Fair Value adjustment of acquired assets (liabilities) (180)
Other current assets/liabilities (109)
Provisions (71)
Excess Price to be Allocated (11,800)
Key Money 1,300
Residual goodwill 10,500

As required by IFRS 3, the intangible assets were recorded separately from goodwill and
recorded at their fair value on the acquisition date, which meets the requirements under IAS
38. Key money paid for the opening of sales outlets is considered as severance costs with
reference to property leases and feature a ratio between the location of the sales outlet and the
factors such as the high number of visitors, the prestige of having a sales outlet in a certain
location and protecting an area where a competitor is present. For the measurement of this fair
value the Company enlisted external consultants with proven experience which, using
assessment methods in line with the best professional practices, estimated the value of the
Key money at €1,300 thousand.

The residual goodwill measured during the business combination at €10,500 thousand was
allocated to the Retail CGU relating to all cash flows from Retail, Online and Travel
distribution channels.

Note that Unieuro availed itself of the right provided under IFRS 3 to carry out a provisional
allocation of the cost of the business combination at the fair value of the assets, liabilities and
contingent liabilities (of the acquired business). If new information obtained during one year
from the acquisition date, relating to facts and circumstances existing at the acquisition date,
leads to adjusting the amounts indicated or any other fund existing at the acquisition date,
accounting for the acquisition will be revised. No significant changes are expected compared
to what has already been accounted.

Acquisition of Cerioni S.p.A. business unit

On 31 October 2017 Unieuro completed the acquisition of a business unit from Cerioni
S.p.A., composed of 19 direct sales outlets in central/northern Italy. The chain acquired
previously operated under the Euronics brand. The acquisition took place in three phases
through the sale of three groups of stores constituting a business sub-unit.

The acquisition is of great strategic value for Unieuro because it enables significantly
increasing sales thereby strengthening its position in the domestic market.
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The consideration for the sale of the company is €8,004 thousand and is adjusted as follows:

- €1,200 thousand was paid by Unieuro at the time of the agreement;

- €1,334 thousand through the assumption of the debt owed by Cerioni S.p.A to its
transferred employees;

- €400 thousand was paid by Unieuro at the first execution date;

- €4 thousand was paid by Unieuro at the third execution date;

- The remaining part equal to €5,066 thousand will be paid in six equal half-yearly
instalments from 10 July 2018.

The values relating to assets acquired and liabilities assumed are reflected in the Financial
Statements from the date Unieuro acquired control of the three groups of stores.

The amounts reported with reference to the assets acquired and liabilities assumed at the
acquisition date are summarised below:

(Amounts in thousands of Euros) Ac((?iualkr)iel(ijtizlsss)ets Ider(1|t iI:baitl)ilt?ezisetS Recognised assets (liabilities)
Plant, machinery, equipment and other assets

and intangible assets with finite useful life 1,260 ) 1,260
Other current assets/liabilities (915) - (915)
Employee benefits (419) - (419)
Total net identifiable assets (74) - (74)

The following table briefly describes the preliminary goodwill recognised at the time of
acquisition:

(Amounts in thousands of Euros) 28 February 2018
Transaction consideration (8,004)
Assumption of debt of personnel 1,334
Transaction consideration excluding assumption of personnel debt (6,670)
Acquired assets (liabilities) (74)
Fair Value adjustment of acquired assets (liabilities) 0
Excess Price to be Allocated (6,744)
Key Money 1,090
Residual goodwill 5,654
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As required by IFRS 3, the intangible assets were recorded separately from goodwill and
recorded at their fair value on the acquisition date, which meets the requirements under IAS
38. Key money paid for the opening of sales outlets is considered as severance costs with
reference to property leases and feature a ratio between the location of the sales outlet and the
factors such as the high number of visitors, the prestige of having a sales outlet in a certain
location and protecting an area where a competitor is present. For the measurement of this fair
value the Company enlisted external consultants with proven experience which, using
assessment methods in line with the best professional practices, estimated the value of the
Key Money at €1,090 thousand.

The residual goodwill measured during the business combination at €5,654 thousand was
allocated to the Retail CGU relating to all cash flows from Retail, Online and Travel
distribution channels.

Unieuro availed itself of the right provided under IFRS 3 to carry out a provisional allocation
of the cost of the business combination at the fair value of the assets, liabilities and contingent
liabilities (of the acquired business). If new information obtained during one year from the
acquisition date, relating to facts and circumstances existing at the acquisition date, leads to
adjusting the amounts indicated or any other fund existing at the acquisition date, accounting
for the acquisition will be revised. No significant changes are expected compared to what has
already been accounted

6 RELATED-PARTY TRANSACTIONS

The tables below summarise the Group's credit and debt relations with related parties as at 28
February 2018 and as at 28 February 2017:

(Amounts in thousands of Euros) Credit and debt relations with related-parties as at 28

February 2018
Total Impact
Statutory . . balance on
Type Auditors Board of Directors Main managers Total sheet balance
p sheet
item .
item
As at 28 February 2018
Other current liabilities (75) (190) (365) (630) (163,342) 0.4%
Other non-current liabilities - - (487) (487) (718) 67.8%
Total (75) (190) (852) (1,117)
(Amounts in thousands of Euros) Receivable and payable positions with related-parties as at 28 February 2017
Impact
Italian . Rhéne . Total on
N Ni.Ma Statutory . Board of Main
Type Electronics - Capital 11 B Total balance balance
Holdings S.r.l.  Auditors LP. Directors managers sheet item sheet

item
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As at 28 February 2017

Trade receivables 179 65 244 35,203 0.7%
Trade payables (15) (15) (334,546) 0.0%
Current tax assets 4,042 4,042 7,955 50.8%
Other current liabilities (29) (80) (417) (624) (1,150) (140,327) 0.8%
Other non-current liabilities (21) 0.0%
Total 4,221 50 (29) (80) (417) (624) 3,121

The following table summarises the economic relations of the Group to related parties as at 28
February 2018 and as at 28 February 2017:

(Amounts in thousands of Euros)

Economic relations with related-parties as at 28

February 2018
Statuto A
ry Rh(_)ne Board of Main Total Impact on
Type Auditor Capital Directors managers Total balance balance
s IL.P. sheet item sheet item
At February 2018
Purchases of materials and external 87) (151) (571) ) (809)  (1,715,540) 0.0%
services
Personnel costs - - (4,608) (4,608) (156,296) 2.9%
Total 87) (151) (571) (4,608) (5,417)
(Amounts in thousands of Euros) Economic relations with related-parties as at 28 February 2017
Impact
Italian - Rhéne - Total on
Type Electronics Ng'\r/li’i S;?Jt(;ﬁ%?; Capital gﬁggﬁ)g; mangﬂzlrr; Total balance balance
Holdings o 11 L.P. g sheet item sheet
item
As at 28 February 2017
Other income 12 - - - - - 12 6,360 0.2%
Purchases of materials and o
external services - (1,159) (60)  (964) (252) - (2,435) (1,491,938)  0.2%
Other operating costs and ) ©) ) ) ) ) ©) (5.377) 01%
expenses
Personnel costs - - - - (2,331) (3,954) (5,925) (136,633) 4.3%
Financial expenses (788) - - - - - (788) (6,222) 12.7%
Total (776) (1,165) (60) (964) (2,583) (3,594) (9,142)

For the periods concerned, related-party receivable/payable and income statement positions

were mainly for:

- distribution of a dividend 0f€20,000 thousand through the use of Unieuro profits for the
year ended 28 February 2017, totalling €11,587 thousand and, for the remaining part
€8,413 thousand, through the use of part of the extraordinary reserve, as approved on 20
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June 2017 by the Shareholders’ Meeting of the parent; the share for Italian Electronics
Holdings is €9,598 thousand;

national tax consolidation scheme, where the option was exercised in 2015 and
generated receivables for Unieuro from the consolidating company lItalian Electronics;
Following the loss of control of Italian Electronics Holdings which took place on 6
September 2017, the national tax consolidation scheme was interrupted and Italian
Electronics Holdings as the consolidating party exercised its option with effect from the
year ended 28 February 2015;

The stock option plan known as the Long Term Incentive Plan for Executive directors,
contractors and employees of Unieuro. The Plan calls for assigning ordinary shares
derived from a capital increase with no option rights pursuant to Article 2441,
paragraphs 5 and 8 of the Italian Civil Code;

service agreement contract with Rhone Capital 11, which provides for the provision of
specialised services for: (i) advisory services : strategic and financial planning,
forecasting, consulting for preparing financial reports for clients and support for signing
loan agreements with banks and with third party professionals; (ii) insurance service:
advice in order to determine an appropriate level and type of insurance contracts already
concluded or to be concluded by Unieuro; (iii) corporate communications services:
advice and assistance in public relations with the press and with investors; (iv)
employee services: advice for senior human resources management and incentive
systems reserved for top management; (v) other services. It should be noted that the
service agreement with Rhone Capital 11 was discontinued during the period, following
the success of the listing project.

rental fees relating to Unieuro's registered office in Forli, several sales points and the
debiting of insurance costs invoiced by Ni.Ma S.r.l., a company with its registered
office in Forli and invested in by several members of the Silvestrini family (Giuseppe
Silvestrini, Maria Grazia Silvestrini, Luciano Vespignani and Gianpaola Gazzoni,
respectively who each own 25% of the share capital, who are also shareholders of
Italian Electronics Holdings); Note that on 17 October 2017 the partial demerger of
Italian Electronics Holdings into eight newly established companies took place.
Following the transaction, at the date of these consolidated financial statements, Ni.Ma
S.r.l. is no longer a related party;

a cost relating to leasing or letting of real property for guest use, located on via Focaccia
in Forli, owned by Giuseppe Silvestrini recorded following the definition of the new
perimeter of related parties, signed on 8 August 2017; Following the transaction, at the
date of these consolidated financial statements, Ni.Ma S.r.1. is no longer a related party;

- 212-



- borrowings from Italian Electronics, granted on 2 December and interest-bearing. On 21
November 2016, Unieuro's Board of Directors approved the full repayment of the
remaining amount owed on the inter-company loan in an amount totalling €21,120
thousand. Therefore the Intercompany Loan was repaid in full and extinguished on 28
November 2016;

- account keeping service by Unieuro employees with regard to Italian Electronics
Holdings interrupted following the positive outcome of the listing which took place on
4 April 2017,

- relations with Directors and Main Managers, summarised in the table below:

Main managers

Year ended 28 February 2018 Year ended 28 February 2017
Chief Exec_utlve Officer - Giancarlo  Nicosanti Chief Executive Officer - Giancarlo Nicosanti Monterastelli
Monterastelli
Chief Financial Officer - Italo Valenti Chief Financial Officer - Italo Valenti

Chief Corporate Development Officer - Andrea Scozzoli  Chief Corporate Development Officer - Andrea Scozzoli

Chief Omnichannel Officer - Bruna Olivieri Chief Omnichannel Officer - Bruna Olivieri

Chief Operations Officer - Luigi Fusco Chief Operations Officer - Luigi Fusco

The gross pay of the main managers includes all remuneration components (benefits, bonuses
and gross remuneration).

The table below summarises the Group's cash flows with related parties as at 28 February
2018 and as at 28 February 2017:

(Amounts in thousands of Euros) Related-parties
Impact
: A Total
Itallan_ Ni.Ma Statutory Rho_ne Board of Main balance on
Type Electronics S.rl.  Auditors Capital Directors managers Total sheet balance
Holdings S.r.1. o 11 L.P. g item sheet
item
Period from 1 March 2016 to 28
February 2017
Cash flow generated/(absorbed) by
operating activities (1,656) (1,150) (31) (984) (1,483) (1,457) (6,761) 56,523 (12.0%)
Cash flow generated/(absorbed) by (24,322) : } ) ) } (24322) (27.461)  88.6%
financing activities ' ' ' ’
Total (25,978) (1,150) (31)  (984) (1,483) (1,457)
Period from 1 March 2017 to 28
February 2018
Cash flow generated/{absorbed) by 4,221 50 @)  (231) (798)  (3,428) @27) 79576  (0.3%)
operating activities
Cash flow generated/(absorbed) by o
financing activities (9.59) (9,598) (3.317)  289.4%
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Total (5.377) 50 (1) (23 (798)  (3.428)

7 OTHER INFORMATION
Contingent liabilities

Based on the information currently available, the Directors of the Company believe that, at
the date of the approval of these financial statements, the provisions set aside are sufficient to
guarantee the correct representation of the financial information.

Guarantees granted in favour of third-parties

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Guarantees and sureties in favour of:
Parties and third-party companies 32,072 23,532
Total 32,072 23,532

Operating lease assets

The Company has commitments mainly resulting from lease agreements for premises where
sales activities are conducted (stores) and administration and control activities (corporate
functions at the Forli offices) and logistics warehouses for the management of inventories.

As at 28 February 2018, the amount of rental fees due for operating lease agreements is given
below:

(Amounts in thousands of Euros) Period ended 28 February 2018
Within the Between 1 More than 5
. : Total
financial year  and 5 years years
Rental fees due for operating lease agreements 52,219 35,919 289 88,427

As at 28 February 2017, the amount of rental fees due for operating lease agreements is given
below:

(Amounts in thousands of Euros) Period ended 28 February 2017
Within the Between 1 More than 5
. : Total
financial year  and 5 years years
Rental fees due for operating lease agreements 45,559 33,839 823 80,221
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The rent still due to operating lease agreements reported an increase of €8,206 thousand in the
year ended 28 February 2018 compared with the year ended 28 February 2017 mainly due to
the combined effect of: (i) taking over the rental agreements of 21 sales outlets belonging to
the Andreoli S.p.A. business unit from July 2017; (ii) taking over the rental agreements of 19
sales outlets belonging to the Cerioni S.p.A. business unit from November 2017, (iii) taking
over the rental agreement of the flagship store in the Euroma2 shopping centre; (iv) new
openings of sales outlets during the year and (v) the renegotiation with several landlords of
the main contractual conditions with special reference to the early termination clause, which
involved a reduction of the medium-/long-term exposure.

Payments to the independent auditors

Payments to the independent auditors and its network for audits and other services as at 28
February 2018 are highlighted below:

(Amounts in thousands of Euros) Year ended

Unieuro S.p.A. 28 February 2018
KPMG S.p.A. Audit 683
KPMG S.p.A. Certification services 114
KPMG S.p.A. Other services 130
KPMG Advisory S.p.A. Other services 137
Total 1,064
Subsequent events

No events occurred after the reference date of the financial statements that require
adjustments to the values reported in the financial statements.

On 26 March 2018, in conjunction with the approval of the preliminary revenues for the year
just concluded, the Board of Directors of Unieuro approved the advance to June 2018 of the
ex-dividend date in respect of the profits for the financial statements for the year ended 28
February 2018 as well as its payment in one go, contrary to the provision of the dividend
policy in force.

The decision, made possible by the favourable financial dynamics of Unieuro, was taken in
the interest of the Company and its shareholders in order to bring forward the total
distribution of the coupon for Shareholders by four months.
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Appendix 1

Statement of Assets and Liabilities as at 28/02/2018 prepared applying the provisions pursuant to
Consob Resolution 15519 of 27/07/2006 and Consob Communication DEM/6064293 of 28/07/2006.

Year ended
(Amounts in thousands of Euros) Of which Of which
28 February with % 28 February with %
2018 Related- Weighting 2017 Related- Weighting
Parties Parties
Plant, machinery, equipment and other assets 74,831 60,822
Goodwill 174,748 151,396
Intangible assets with a definite useful life 25,034 11,808
Deferred tax assets 30,105 29,438
Other non-current assets 2,371 2,156
Total non-current assets 307,089 255,620
Inventories 313,528 269,551
Trade receivables 39,572 - 0.0% 35,203 244 0.7%
Current tax assets 3,147 7,955 4,042 50.8%
Other current assets 16,157 13,865
Cash and cash equivalents 61,414 36,666
Assets held for sale - -
Total current assets 433,818 - 0.0% 363,240 4,286 1.2%
Total Assets 740,907 - 0.0% 618,860 4,286 0.7%
Share capital 4,000 4,000
Reserves 105,996 120,101
Profit/(loss) carried forward (32,780) (5,417) 16.5% (39,122) (9,142) 23.4%
Total shareholders’ equity 77,216 (5,417) (7.0%) 84,979 (9,142)  (10.8%)
Financial liabilities 40,518 25,796
Shareholder funding - -
Employee benefits 11,179 9,783
Other financial liabilities 12,195 4,427
Provisions 5,696 8,833
Deferred tax liabilities 2,448 322
Other non-current liabilities 718 487 67.8% 21
Total non-current liabilities 72,754 487 0.7% 49,182 - 0.0%
Financial liabilities 6,961 5,984
Shareholder funding - -
Other financial liabilities 6,256 - 0.0% 2,418
Trade payables 411,450 - 0.0% 334,546 15 0.0%
Current tax liabilities - -
Provisions 2,928 1,424
Other current liabilities 163,342 630 0.4% 140,327 1,150 0.8%
Total current liabilities 590,937 630 0.1% 484,699 1,165 0.2%
Total liabilities and shareholders’ equity 740,907 (4,300) (0.6%) 618,860 (7,977) (1.3%0)
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Appendix 2

Income Statement as at 28/02/2018 prepared applying the provisions pursuant to Consob Resolution
15519 of 27/07/2006 and Consob Communication DEM/6064293 of 28/07/2006.

Year ended
(Amounts in thousands of Euros) Of which Of which
28 February with % 28 February with %
2018 Related- Weighting 2017 Related- Weighting
Parties Parties
Revenue 1,873,792 - 0.0% 1,660,495
Other income 6,395 - 0.0% 6,360 12 0.2%
TOTAL REVENUE AND INCOME 1,880,187 - 0.0% 1,666,855 12 0.0%
Purchases of materials and external services (1,715,540) (809) 0.0% (1,491,938) (2,435) 0.2%
Personnel costs (156,296) (4,608) 2.9% (136,633) (5,925) 4.3%
Changes in inventory 41,193 5,177
Other operating costs and expenses (8,531) (5,377) (6)
GROSS OPERATING PROFIT 41,013 (5,417) (13.2%) 38,084 (8,354) (21.9%)
Depreciation, amortisation and write-downs (21,728) (17,958)
OPERATING PROFIT 19,285 (5,417) (28.1%) 20,126 (8,354) (41.5%)
Financial income 303 358
Financial expenses (7,933) (6,222) (788) 12.7%
PROFIT BEFORE TAX 11,655 (5,417) (46.5%) 14,262 (9,142) (64.1%)
Income taxes (697) (2,675)
CONSOLIDATED PROFIT/(LOSS) FOR THE
YEAR 10,958 (5,417) (49.4%) 11,587 (9,142) (78.9%)
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Appendix 3

Cash Flow Statement as at 28/02/2018 prepared applying the provisions pursuant to Consob
Resolution 15519 of 27/07/2006 and Consob Communication DEM/6064293 of 28/07/2006.

Year ended
(Amounts in thousands of Euros) Of which 28 Of which
28 February with % Februa with %
2018 Related- Weighting 20?7/ Related- Weighting
Parties Parties
Cash flow from operations
Profit (loss) for the year 10,958 (5,417) (49.4%) 11,587 (9,142) (78.9%)
Adjustments for: - -
Income taxes 697 2,675
Net financial expenses (income) 7,630 5,864
Depreciation, amortisation and write-downs 21,728 17,958
(Profits)/losses from the sale of property, plant and machinery - (31)
Other changes 1,386 952 68.7% 3,766 3,766 100.0%
42,399 (4,465) (10.5%) 41,819 (5,376) (12.9%)
Changes in:
- Inventories (41,193) (5,178)
- Trade receivables 18,940 244 1.3% 151 (16) (10.6%)
- Trade payables 47,042 (15) (0.0%) 1,174 2) (0.2%)
- Other changes in operating assets and liabilities 21,213 4,009 18.9% 23,488 (1,367) (5.8%)
Cash flow generated/(absorbed) by operating activities 46,002 (227) (0.5%) 19,635 (6,761) (34.4%)
Taxes paid - -
Interest paid (8,825) (4,931)
Net cash flow generated/(absorbed) by operating activities 79,576 (227) (0.3%) 56,523 (6,761) (12.0%)
Cash flow from investment activities
Purchases of plant, equipment and other assets (28,448) (23,479)
Purchases of intangible assets (8,812) (4,419)
Collections from the sale of plant, equipment and other assets 1 61
Investments for business combinations and business units (14,485)
Cash flow generated/(absorbed) by investing activities (51,744) - (27,837) -
Cash flow from investment activities
Increase/(Decrease) in financial liabilities 16,529 (4,137)
Increase/(Decrease) in other financial liabilities 154 998
Increase/(Decrease) in shareholder loans - (20,442) (20,442) 100.0%
Distribution of dividends (20,000) (9,598) 48% (3,880) (3,880) 100%
Cash flow generated/(absorbed) by financing activities (3,317) (9,598) 289.4% (27,461) (24,322) 88.6%
Net increase/(decrease) in cash and cash equivalents 24,515 (9,825) (40.1%) 1,225 (31,083) (2.537.4%)
CASH AND CASH EQUIVALENTS AT THE START OF
THE YEAR 36,666 35,441
Net increase/(decrease) in cash and cash equivalents 24,748 1,225
CASH AND CASH EQUIVALENTS AT THE END OF
THE YEAR 61,414 36,666
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Appendix 4

Income Statement as at 28/02/2018 prepared applying the provisions pursuant to Consob Resolution
15519 of 27/07/2006 and Consob Communication DEM/6064293 of 28/07/2006.

Year ended

STSSMS in thousands of ,s  Ofwhich % 28 whi?k]: %

February non-  Weighti February Weightin

: non-
2018  recurring ng 2017 : g
recurring

Revenue 1,873,792 1,660,495
Other income 6,395 929 14.5% 6,360 2,414 38.0%
TOTAL REVENUE AND
INCOME 1,880,187 929 0.0% 1,666,855 2,414 0.1%
Purchases of materials and
external services (1,715,540) (14,338) 0.8% (1,491,938) (14,231) 1.0%
Personnel costs (156,296) (5,902) 3.8%  (136,633) (4,695) 3.4%
Changes in inventory 41,193 5,177 (1,062) (20.5%)
Other operating costs and
expenses (8,531) (614) 7.2% (5,377)
GROSS OPERATING
PROFIT 41,013 (19,925) (48.6%) 38,084 (17,574) (46.1%)
Depreciation, amortisation and
write-downs (21,728) (17,958)
OPERATING PROFIT 19,285 (19,925) (103.3%0) 20,126  (17,574) (87.3%)
Financial income 303 358
Financial expenses (7,933) (3,128) 39.4% (6,222)
PROFIT BEFORE TAX 11,655 (23,053) (197.8%) 14,262 (17,574)  (123.2%)
Income taxes (697) (2,675)
CONSOLIDATED
PROFIT/(LOSS) FOR THE
YEAR 10,958 (23,053) (210.4%) 11,587 (17,574) (151.7%)
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ATTESTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS OF THE
UNIEURO GROUP AS AT FEBRUARY 28, 2018, PURSUANT TO ARTICLE 81-TER OF
THE CONSOB REGULATION 11971 OF 14 MAY 1999 AS SUBSEQUENTLY AMENDED
AND INTEGRATED

The undersigned, Giancarlo Nicosanti Monterastelli, in his capacity as the Chief Executive Officer of
Unieuro S.p.A. and Italo Valenti, as Chief Financial Officer and executive responsible for the
preparation of consolidated financial statements, pursuant to Article 154-bis, paragraphs 3 and 4, of
the Italian Legislative Decree 58 of 24 February 1998, hereby certify:

» the adequacy in relation to the characteristics of the company and

« the effective implementation of the administrative and accounting procedures for the preparation of
the consolidated financial statements of the Unieuro Group in financial year 2018.

It is also certified that the consolidated financial statements of the Unieuro Group:

 have been drawn up in accordance with the international accounting standards recognised in the
European Union under the EC regulation 1606/2002 of the European Parliament and of the Council,
dated July 19, 2002;

« are consistent with the entries in the accounting books and records;

« provide an accurate and fair view of the assets and liabilities, profits and losses and financial position
of the issuer and all companies included in consolidation.

The Directors’ Report contains a reliable analysis of operating performance and results and of the

position of the issuer and all companies included in consolidation, together with a description of the
main risks and uncertainties to which they are exposed.

26 April 2018—

1ancarlo Nicosanti Monterastelli ' s Italo Valenu
Mainaging director and Chiel Executive Officer | Exccutive Officer Responsible for the preparation
of the financial slalements of the company
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the entSes or bu=ziness actviles wiin the Group fo sxpress an opinlon on e
consolidated financal slements. e are resporsble for e direction,

supsision and perfiormanoes of T group sodi. We remain sol=y resporsible for
our audt opirlon.

We communicabs with those charged with governance, identfed at the approprisi=
=] required by [2A Hala, reganding, among other matbers, the planmesd soopss amd
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bBering of the audE amd sigrificant audE Sndings, Incuding amy signFicant deficlencles
Iri Imberresl conirol S we denti®y during our awdlt.

We ako provide those chamnged with govesmance with a styviement Tt we Rae
oomipllesd whh the ethics and independence rules and standards applicable In by and
oormrranlcaie with them all redaboreships and other ra@ers hat may reasomably be
thought o bear on our independence, and whers applicable, related safeguands.

From the malers communbcaksd wish Fose Charped wilh porsmance, 'we oe smine
Hhuorses reailers that weres of most significancs Inthe audR of e consolidated Snancial
saatermenis of the oument year and ane, therefors, the ey audt mabters. We desoribe
e rai@ers In our audlors’ report.

Ovher informazion required by arscie 10 of Regulaton (EU) no. 537714

o 12 December 2016, the sharehokders of Unleurn 3.p4 appoinisd us o peforn
the stafutony audit of s Trancial staterments as af and fior the years ending ®rom 28
Fedoruary 2017 o 25 February 2025.

e dedane that we did mofl provide the prohlbBed ron-aoedt serdoss refemesd o in
aricie 5.1 of Reguis@on (EU) no. 53714 and et v remained independent of S
Zompany In conducting the sabsbory awdi.

e corfirn that the opislon on the consoldated francial statemienss expressed hensin
k5 corslstent with the addBonal repot D the Coilegic Sncacaks, In B capascky as
audl commSes, prepared B accondanos with arfcie 11 of the Regulation menboned
ahove

Report on other legal and regulatory requirements

Opinion pUTSUENT 0 arcie 14.2.6) of Legisiagve decres no. 3810 and aracle
123-bés 4 of Lagislamve decmed no. SE5F

Thie direciors of IUnkeuro S poA. ans responsbie for the preparation of he Group's
direchicrs’ neport and report on Corporate goveEmance and ownership struchore at 28
Ferusry 2015 and Tor e onsksi=ncy of Such repors. with the related consoldsi=d
Mraamclsl stylemens and her compllance with the applicabie

Ae have perfiormed the proosdures requinsd by Standand on AudBng (54 Kaka) 7208
I order b =xpress an opinlon on the corslsbency of the direciors’ report and the
e i information presenied In @ report on corporabs govesmancs ard cwresrship
sruchure Indcaied by arbdcle 123-bis 4 of Legisiative deoes no. SEAE Wil e Group's
ooresolidabed freamclal staiements af 28 February 2018 and @eir compllance wish e
applicable law and 1o sk whether we have dentfled materal mizshisments.

In our opinion, the direciors’ report and the specTic Informafon preseried in e epor
on Corporabs govermances amnd owmership sruchore refemed o aboe are consdsient
with the consolldaied fimancial siafermenis of the Leonardo Group at 28 Febrnuary 2048
and have been prepared I complance with the applicabie s,

W refenenoe b T above sfabement reguined by artice 1422 .e) of Legisiative deorees
0. 3540, based on our Enowisdge and endersianding of the entity and s
envimmment obiained through our audi, we have pothing 1o nepori.
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SEmMaNT PUTSUANT I amcie 4 of the Consob reguianion implementng
LegisiaTve decres na. 25476

Thee dreciors of Unleuro 2. poA. are responsibe for the preparation of & oonsolkdaied
non-financial skEment pursuant fo Legishbve deones no. 254ME6. We have checked
that the direchors had approsed such corsoldated non-Snancial stat=ment In
accomdiamoe with articl= 210 of Legisiabve decres no. JS496, we athesied e
compliance of the non-Anancial sakement separai=hy.

Boiogna, T May 2018

HPREG SpA
sk om B original)

Ly Femanid
Cirecior
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(T raarish bty T vl Dadisan oot il wihioh Parndng e el nd v waisbon)

Independent auditors” report on the consolidated non-
financial statement pursuant to article 2.10 of Legislative
decree no. 2534 of 30 December 2016 and article 3 of Consob
Eegulation no. 20267

To the board of direcions of
Lindewro S.p.A.

Pursuani o articks 310 of Legisiathe decres no. 254 of 30 Decemiter 2096 (the
“deore="] and articie 5 of Consob (the Halan Commission for lsted companies ard T
saock ewchange] Regulation no. 20267, we hasvwe beem empsped o periorm a imbed
assurance engagement on e 2018 consolldated mon-firamcial staferment of She
Linlewro Group (the: "G o) (Cosering e reporting period from 1 kManch 2047 o 28
February 201 2] prepansd In aocondamce with article £ of the decress, presenbed In the
specic saschion of e direcions” report and approsed by the boand of direciors on 26
Agprl 208 (e "HF3").

of the dfrecTors and boand of SERRTWy AUATNS [“Colsqio
%mmwmwr&

Thee direciors ame responsi b= for the prepara@ion of a NF2 In acoordanoe wish articles
3 and &£ of the decres amd e "Global Reportineg Initladvwe Bustaimabilly Reporting
Standards™- "core” option, Issued in 2018 by ER1 - Giobal Reporing nbathe (the "GR1
Siamdards").

Thee direciors ame also responsibie, wihin the i=ms esiablished by the: @ilkan i@, for

such infemal coninol as Sey delemine s necessary o smable the preparaiion of a
NFE that I= free from materal misshiement, whether due b framd or smor.

Moreoeer, the direciors are resporsibie for T dentScation of the confent of S NFS,
ooresldering T aspechs indicaisd in arice 3.1 of the decres and the Group's business
and characieristics, o e evient necessary o snable an understamnding of the Group's
business, periormances, resulls and the Impads E generates.

Thee direciors” responsbiity also inchudes the design of an inkemal mode] for the
management and organisabon of T group’s acivilles, as wel 3=, with references o
the aspecis identfied and discicsed In e NFE, T Gmoup's policles for the
derification amd miamaperment of the fisks genemabed or Bome.

= SO TR B
T Frwo Geruen NRK bl b N ONT
- bl i ey Sl Py T TR B
Hlﬁi—ﬂpﬂlmh-t*h Byiorn P Sy Seragin AT ke
L1l o il wTimr Syrmarn Mo “wires T Nl egmin Vi Vi W 0
] il Tl = v e IO e W TALEL
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Thee Colephs Sindacaks |s resporsbie for cversesing, within Ehe f=rms establshed by
the lalan w, complanoe with e deores's provisions.

Audirs’ indepandence and JualTy conm

Wle ane mdepemadent in compliance with the Independence amd all ofver ethical
requirements of e Code of BWics for Professional Accountanis issued by the
Int=mabonal Ethics S5andards Boand for Acooaniants, which B Soumded on
fundamental principées of integrity, cbjecivity, professional compet=noe and dus cans,
oorfdentialty and professional behaviour. KPS 3 p4 applles Intemadonal
Standard on SualEy Contmol 1 (B335 Hala 1) and, acoordingly, resiniaiees 8 sysi=m of
pually contmol including documenisd pollckes amd procedures regarding oomplanoe
with =Fical requirermenis, professional siandands and appicable l=gal and reguiaiory
reguinements.

ALOVENS” res ponsi by

Cwr responsibiRy 15 o cepress & conciusion, bassd on e procedunss perfiormed,
about the compliance of the NF2 with the reguiremenrts of e decnes and the S50
Standards. e camied out our work I socondance with e cribera estabiished by
“iInfermadional SSandard on Assurance Engagements 3000 jrevised) - Assuranoe
Engagerments other than AuwdEs or Revless of Hsiorical Financlal Infomaion® (1S5
3000 reyised™), srued by the nfemational AudiEng and Assurance Sandands Boand
appicabie o Iimi=d sssurance smpagements. This sandand requires that we plan amd
perform e emgspement b ob@in Imied assuance about whether e MRS s fres
froen material missSatement. A Imied assurance angagement |15 s in sonpes tham 3
reasonable assurance engagement caried out in acoordance with 1242 3000 revised,
and corsequenty do=s nof srable us o oblain assurance that we would Bscome
aware of all significant matbers. and events that might b= identfed 0 & reasorable
EsURnCE =ngagement

Thee procedures. we periormed on e MRS ane based on cwr profes shonal |edgem et

and inchude Inguirkess, primarily of the Company's personnsd responsible for the
preparadon of the irformation presenbed In e MFS, dooumenial analpses,
recalculsions amd ofer evidence gaitering procedures, as appropisie.

Speciicaly, we camied cut e Sollowing procedunss:

1. Analpsing the materisl xspects based on Fe Group's business and charciensics
di=cicsed Im B NEE, In oier o 3ssess the ressonableress of e dentficaion

prosciess adopted on the basis of T provisions of article 3 of e decres and B3king
Il account e reporiing sSandands. applied.

Z.  Analysing and assessing the denbfication critsra for the reporting soopss, I onder
b cheeck ther complianoes Wil T decnee.

3. Comparnng the fimamcial discicsur=s presenied in the BFS with those incladed in
thie Sroup’s corsolidabed financal stytements.

4. Ganing an understanding of the folowing:

thie Group's business marsgement and ongan Eafonal mods, with reference
o the management of the aspects =t out in arficle 3 of the decnes;

thie =nbity's policles in comnection with the sspescts set out i articks 3 of e
decres, the achleved resulls and Fe related key perfomance indlcabors;
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thie main risks gereraied or bome In connection with the aspescis: set out B
ardck 3 of the Decnee.

Moreoner, we cherked the above Spainst e dsciosur=s present=d in e BNEE
and camied out the procedures desoied In poing S.a).

Urderstanding e processes underying the gensmabon, reoording amd
management of the signfcand gualEatve and quantiaibe imrfomabion disclosed in
the KF3-.

Specfically, we hedd Inkerodews and discussiors with the Company’s rarsspement
personn el We also performed ssecied procsdures on dooamieniafion b gather
Irformabion om e processes and procedures used o gather, combine, process
and FraresmE mor-firancial iy and information b the oMoe that prepares. the
NIFE.

FurthEmone, with respedt o sipnficant formation, conskdering the Group's
business and characierisbos:
at company and subskdiary Evel

o) we Rd Rterviews and obianed supporting dooum emtation o check the

qualEaive informafion presenied inthe NS and, specfically, the business
e, the polces appiled amd rreain risiks for conslsiency with avallabl=

edkdemice,

b e camied ot analyScal and sMeci=d procedures b check, on 8 =ampie
Esarsis, the cormect aggregabion of data in the quantEadve Inforrmason.

Conciusion

Bazed on the: procedunes pemfiommesd, mofhing has come 1o our abention Tl causes us
Doy iy e e 20H1 B consclidatesd mor-Tirancial statermend of The Unksun Gnoup
hays meoft Eemem prepared, Inoall maierial respecis, In accordance with the requirements
of ardcies 2 amd 4 of e decnes and the 551 Biandands.

Celwar mamars
The 27 comparathe figures presented in the NF2 have not been exmmined.

Boiogna, T May 2018

KPS 3.pA

(shgresd o the original)

Lucs Femand
Cirecior
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SEPARATE FINANCIAL STATEMENTS OF UNIEURO S.p.A.
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BALANCE SHEET AND INCOME STATEMENT

Year ended

(Amounts in thousands of Euros)

Notes 28 February 2018 28 February 2017
Plant, machinery, equipment and other assets 51 74,714 60,822
Goodwill 52 167,549 151,396
Intangible assets with a definite useful life 53 18,421 11,808
Deferred tax assets 5.4 30,105 29,438
Other non-current assets 5.5 13,095 2,156
Total non-current assets 303,884 255,620
Inventories 5.6 313,188 269,551
Trade receivables 5.7 40,366 35,203
Current tax assets 5.8 2,887 7,955
Other current assets 55 14,421 13,865
Cash and cash equivalents 5.9 60,209 36,666
Total current assets 431,071 363,240
Total assets 734,955 618,860
Share capital 5.10 4,000 4,000
Reserves 5.10 105,957 120,101
Profit/(loss) carried forward 5.10 (35,217) (39,122)
Total shareholders’ equity 74,740 84,979
Financial liabilities 5.11 40,518 25,796
Employee benefits 5.12 10,586 9,783
Other financial liabilities 5.13 12,195 4,427
Provisions 5.14 5,696 8,833
Deferred tax liabilities 5.4 630 322
Other non-current liabilities 5.15 718 21
Total non-current liabilities 70,343 49,182
Financial liabilities 5.11 6,961 5,984
Other financial liabilities 5.13 7,473 2,418
Trade payables 5.16 410,086 334,546
Provisions 5.14 2,920 1,424
Other current liabilities 5.15 162,432 140,327
Total current liabilities 589,872 484,699
Total liabilities and shareholders’ equity 734,955 618,860

The notes are an integral part of these annual financial statements.
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INCOME STATEMENT

Year ended
(Amounts in thousands of Euros) Notes 28 February 28 February 2017
2018

Revenue 5.17 1,835,518 1,660,495
Other income 5.18 5,377 6,360
TOTAL REVENUE AND INCOME 1,840,895 1,666,855
Purchases of materials and external services 5.19 (1,677,217) (1,491,938)
Personnel costs 5.20 (154,464) (136,633)
Changes in inventory 5.6 43,637 5,177
Other operating costs and expenses 5.21 (8502) (5,377)
GROSS OPERATING PROFIT 44,349 38,084
Amortisation, depreciation and impairment

losses 5.22 (27,346) (17,958)
OPERATING PROFIT 17,003 20,126
Financial income 5.23 299 358
Financial expenses 5.23 (7,920) (6,222)
PROFIT BEFORE TAX 9,382 14,262
Income taxes 5.24 (861) (2,675)
PROFIT/(LOSS) FOR THE YEAR 8,521 11,587
Basic earnings per share (in Euros) ) @ 5.25 0.55 0.58
Diluted earnings per share) ® 5.25 0.55 0.58

The Base Result and diluted per share was computed with reference to the Profit/(Loss) of

the consolidated year.

The notes are an integral part of these annual financial statements.

STATEMENT OF COMPREHENSIVE INCOME

(Amounts in thousands of Euros) Year ended
28 28
Notes February February
2018 2017
PROFIT/(LOSS) FOR THE YEAR 8,521 11,587
Other components of comprehensive income that are
or could be restated under profit/(loss) for the year:
Gain (losses) on cash flow hedges 5.13 (250) 103
Income taxes 59 (29)
Total other components of comprehensive income
that are or could be restated under profit/(loss) for 5.10 (191) 74
the year
Other components of comprehensive income that will
not subsequently be restated under profit/(loss) for the
year:
Actuarial gains (losses) on defined benefit plans 5.12 64 2)
Income taxes (18) 1
Total other components of comprehensive income
that will not subsequently be restated under 5.10 46 1)
profit/(loss) for the year:
Total statement of comprehensive income for the 8,376 11,660

year

The notes are an integral part of these annual financial statements.

- 233-



CASH FLOW STATEMENT

Year ended

(Amounts in thousands of Euros)

Notes 28 February 2018 28 February 2017
Cash flow from operations
Profit (loss) for the year 5.10 8,521 11,587
Adjustments for:
Income taxes 5.24 861 2,675
Net financial expenses (income) 5.23 7,621 5,864
Depreciation, amortisation and write-downs 5.22 27,346 17,958
(Profits)/losses from the sale of property, plant and machinery 5.1 (31)
Other changes 1,386 3,766

45,735 41,819
Changes in:
- Inventories 5.6 (43,637) (5,178)
- Trade receivables 5.7 (5,163) 151
- Trade payables 5.16 75,406 1,174
5.5-5.14-

- Other changes in operating assets and liabilities 5.15 20,860 23,488
Cash flow generated/(absorbed) by operating activities 47,466 19,635
Taxes paid 5.24 - -
Interest paid 5.23 (8,816) (4,931)
Net cash flow generated/(absorbed) by operating activities 5.26 84,385 56,523
Cash flow from investment activities
Purchases of plant, equipment and other assets 5.1 (28,446) (23,479)
Purchases of intangible assets 5.3 (8,812) (4,419)
Goodwill acquired against payment 5.2 - -
Collections from the sale of plant, equipment and other assets 5.1 1 61
Equity investments 55 (9,283) -
Investments for business combinations and business units 55 (10,985) -
Net cash inflow from acquisition 5.9 - -
Cash flow generated/(absorbed) by investing activities 5.26 (57,525) (27,837)
Cash flow from investment activities
Increase/(Decrease) in financial liabilities 5.11 16,529 (4,137)
Increase/(Decrease) in other financial liabilities 5.13 154 998
Increase/(Decrease) in shareholder loans - - (20,442)
Distribution of dividends 5.10 (20,000) (3,880)
Cash flow generated/(absorbed) by financing activities 5.26 (3,317) (27,461)
Net increase/(decrease) in cash and cash equivalents 23,543 1,225
CASH AND CASH EQUIVALENTS AT THE START OF THE YEAR 36,666 35,441
Net increase/(decrease) in cash and cash equivalents 23,543 1,225
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 60,209 36,666

The notes are an integral part of these annual financial statements.
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Reserve for

Eﬁg:]z:zgsslgf Share Legal Extraordinary Cash flow actuarial  Reserve for

capital reserve reserve
Euros) Notes p

Other Profit/(loss) Total
hedge gains/(losses)  share-based carried shareholders’

; reserves .
reserve on defined payments forward equity

benefit plans

Balance as at 29 5.10

Feoruary 2016 4,000 800 48,461 (74) (858) 3172 57,999 (40,067) 73,433

Profit (loss) for
the year

Other
components_of 74 @
comprehensive

income

R R - - - - - 11,587 11,587

- - - 73

Total statement

of

comprehensive - - - 74 1) - - 11,587 11,660
income for the

year

Allocation of

; - - 10,642 - - - - (10,642) -
prior year result

Distribution of
dividends
Share-based
payment settled
with equity
instruments

- - (3,880) - - - - - (3,880)

- - - - - 3,766 - - 3,766

Total
transactions
with
shareholders

- - 6,762 - - 3,766 - (10,642) (114)

Balance as at 28 5.10

Feoruary 2017 4,000 800 55,223 0 (859) 6938 57,999 (39,122) 84,979

Profit (loss) for
the year

Other
components of ) ) i (191) 46 - - (145)
comprehensive

income

- - - - - - - 8,521 8,521

Total statement

of

comprehensive - - - (191) 46 - - 8,521 8,376
income for the

year

Allocation of
prior year result

Distribution of
dividends
Share-based
payment settled

with equity (5.586)
instruments

- - (8,413) - - - - (11,587) (20,000)

- 6,971 1,385

Total
transactions
with
shareholders

- - (8,413) - - (5,586) - (4,616) (18,615)

Balance as at 28 5.10

February 2018 4,000 800 46,810 (191) (813) 1,352 57,999 (35,217) 74,740

The notes are an integral part of these annual financial statements.
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NOTES

3. INTRODUCTION

Unieuro S.p.A. (hereinafter referred to as the “Company” or “Unieuro”) is a company under
Italian law with registered office in Forli in Via V.G. Schiaparelli 31, operating in the retail and
online distribution of electric appliances and consumer electronics.

On 4 April 2017, Italian Electronics Holdings S.r.l. placed on the MTA (telematic stock market) —
STAR Segment of Borsa Italiana S.p.A. 31.8% of the share capital of Unieuro S.p.A., equal to
6,363,637 ordinary shares at a price of €11 per share.

From 3 May 2017, the greenshoe option granted by Italian Electronics Holding was partially
exercised by 537,936 shares compared to the 636,363 shares that had been the object of the Over
Allotment. The purchase price of the shares that were the object of the greenshoe option was €11.00
per share, which corresponds to the offer price which was set for the placement, totalling €5,917
thousand. The share settlement relative to the greenshoe option took place on 8 May 2017.

On 6 September 2017, Italian Electronics Holdings S.r.l. placed, under the accelerated
bookbuilding procedure, 3,500 thousand ordinary shares, corresponding to 17.5% of the share
capital of Unieuro, at the price of €16 per share. The settlement of the transaction took place on 8
September 2017. The total amount was €56,000 thousand.

Note that on 17 October 2017, the partial demerger of Italian Electronics Holdings S.r.l. took effect
with eight new companies being established. Successively Italian Electronics Holdings S.r.l
transferred its social site in Luxembourg changing its name in Italian Electronics Holdings S.a.r.l.
(following also “Italian Electronics Holdings”) and it realized an operation of inverse merger with
the International Retail Holdings S.a.r.l.. After the operations reported above, it was indirectly
wholly-owned by the private equity fund Rhone Capital.

At the date of the Annual Financial Statements, Italian Electronics Holdings held a shareholding in
Unieuro equal to 33.8% maintaining, considering the shareholders’ composition on 28 February
2018, the ex art. 93 TUF control of Unieuro S.p.A.

On 23 February 2017, Unieuro, as the buyer, signed an agreement with Project Shop Land S.p.A.,
as the vendor, for the purchase of 100% of the share capital of Monclick S.r.l. (hereinafter also
known as “Monclick”). The price agreed amounted to €10,000 thousand and the acquisition of the
shares by the Unieuro was subject to the following conditions precedent: (a) obtaining all
authorisations from the relevant antitrust authorities, none of which containing conditions or
obligations for Unieuro or Monclick and (b) obtaining the consent of the Financing Banks to the
execution of the acquisition transaction. The completion of the contract took place on 9 June 2017.
Through its acquisition of Monclick, Unieuro intends to strengthen its position in the online sales
sector (exploiting Monclick’s competitive position) and to launch and develop, as the leading
specialist operator, the marketing of electronic consumer goods in the B2B2C channel.

4. CRITERIA ADOPTED FOR PREPARATION OF THE FINANCIAL STATEMENTS
OF THE COMPANY AND SUMMARY OF THE ACCOUNTING PRINCIPLES

Below are the preparation criteria, the main accounting principles and valuation criteria adopted for
the drafting of the financial statements for the year. These principles and criteria were applied
consistently to all the years presented within this document.

2.1 Basis of preparation of the financial statements

The financial statements for the year comprised the balance sheet and income statement, the
statement of comprehensive income, a cash flow statement and the statement of changes in
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shareholders’ equity for the years ended 28 February 2018 and 28 February 2017, accompanied by
the relative notes.

2.2 Preparation criteria

The separate financial statements were drafted on a going concern basis, since the directors verified
that there were no indicators of a financial, operating or other nature of any critical areas regarding
the company's ability to honour its obligations in the foreseeable future and in particular the next 12
months.
The separate financial statements were drafted on the basis of the historical cost criteria, except for
the derivative financial instruments which were measured at their fair value.
Please see the Report on Operations for information regarding the nature of the company's
operations and significant events after the balance sheet date.
The major shareholders of the Company as at 28 February 2018 are:

5. Iltalian Electronics Holdings, (attributable to the funds managed by Rhone Capital) which

owns 33.8% of the Company's shares;

6. DSG European Investments Limited (Dixons Carphone) which owns 7.2% of the
Company's shares;

7. the Silvestrini Family which owns 4.7% of the Company's shares;
8. the top management of Unieuro which owns 2.3% of the Company's shares.

The annual financial statements are presented in Euro, which is the Company’s functional currency.
The amounts are expressed in thousands of Euros, except as specifically indicated. The rounding is
done at the individual account level and then totalled. It is hereby specified that any differences
found in any tables are due to rounding of amounts which are expressed in thousands of Euro.

The separate financial statements as at 28 February 2018, approved by the Company's Board of
Directors on 26 April 2018 and submitted for the audit, will be presented for the approval of the
Shareholders' Meeting.

2.3  Statement of compliance with IFRS

The financial statements for the year were prepared in compliance with the International
Accounting standards (IAS/IFRS) which are issued by the International Accounting Standards
Board (IASB) and their relative interpretations (SIC/IFRIC), adopted by the European Union. The
year during which the company first adopted the International Accounting standards (IAS/IFRS)
was the year ended 28 February 2007.

Furthermore, the annual financial statements were prepared in compliance with the provisions
adopted by Consob for financial statements in application of article 9 of Legislative Decree 38/2005
and other rules and provisions issued by Consob regarding financial statements. In particular, it is
hereby noted that with regard to Consob resolution 15519 of 27 July 2006 and Communication no.
DEM®6064293 of 28 July 2006 regarding financial statements, specific schedules have been added
to the income, balance sheet and cash flow statements indicating significant relations with related
parties and specific income statement schedules indicating, for each item, the non-recurring
component.

2.4 Financial statement schedules

In addition to these notes, the financial statements consist of the following schedules:
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F) Balance sheet and income statement: the company's equity and income is shown by
distinctly presenting current and non-current assets and current and non-current liabilities
with a description in the notes for each asset and liability items of the amounts that are
expected to be settled or recovered within or later than 12 months from the balance sheet
date.

G) Income statement: the classification of the costs in the income statement is based on their
nature, showing the interim results relative to the gross operating result, the net operating
result and the result before taxes.

H) Statement of comprehensive income: this item includes the profit/(loss) for the year as
well as the income and expenses recognised directly in equity for transactions other than
those with shareholders.

I) Cash flow statement: the cash flow statement contains the cash flows from operations,
investments and financing. The cash flows from operations are shown using the indirect
method through which the result for the year is adjusted for the effects of non-monetary
transactions, any deferral or allocation of previous or future collections or payments related
to operations and revenue elements connected to cash flows arising from investment or
financing activities.

J) Statement of changes in shareholders’ equity: this schedule includes, in addition to the
results of the comprehensive income statement, also the transactions that were carried out
directly with shareholders that acted in their capacity as such and the breakdown of each
individual component. Where applicable, the statement also includes the effects arising from
changes in the accounting standards in terms of each equity item.

The annual financial statements are shown in comparative form.
2.5 The use of estimates and valuations in the preparation of the financial statements

In application of the IFRS, the preparation of the financial statements requires the usage of
estimates and assumptions that have an effect on the values of the balance sheet assets and liabilities
and the information regarding the contingent assets and liabilities at the date of reference. The
estimates and assumptions are based on elements which are known as at the date that the financial
statements are prepared, are based on the experience of the management and other elements - if any
- considered to be significant. The actual figures may differ from the estimates. The estimates are
used to recognise the provision for bad debts, inventory obsolescence, the unearned income relative
to the sale of guarantee extension services, measure amortization and depreciation, conduct
assessments of the assets, test impairment of goodwill, test impairment of equity investments, carry
out actuarial valuations of employee benefits and share-based payment plans, as well as to estimate
the fair value of derivatives and assess the extent to which deferred tax assets can be recovered.

The estimates and assumptions are reviewed periodically and the effects of each change are
reflected in profit and loss.

Following is a summary of the critical valuation processes and the key assumptions used by the
company in applying the IFRS, which can have significant effects on the values recognised in the
financial statements and for which there is a risk that differences of a significant amount could arise
compared to the book value of the assets and liabilities in the future.

Recoverable value of non-current assets
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Non-current assets include property, plant, machinery, equipment and other assets, goodwill,
software and trademarks, equity investments and other non-current assets. The Company
periodically reviews the book value of non-current assets held and used and the book value of assets
that are held for sale, when the facts and circumstances require this review. In the case of goodwill,
this analysis is conducted once per year and whenever facts and circumstances indicate a possibility
of impairment. Analysis whether the book value of a non-current asset is recoverable is generally
carried out using expected cash flow estimates from the sale or use of the asset and adequate
discount rates for calculation of its current value. When the book value of a non-current asset has
become impaired, the Company writes down the excess of the book value of the asset and its
recoverable value through usage or sale thereof, determined with reference to the cash flows used
for the recent business plans.

The estimates and assumptions used as part of this analysis, in particular in performing the
impairment tests on partecipations and acquisitions, reflect the status of the company's knowledge
regarding the business developments and take into account provisions that are considered to be a
reasonable insofar as the future developments on the market and in the sector, but they are
nevertheless still subject to a high degree of uncertainty.

Recoverability of deferred tax assets

The Company recognises deferred tax assets up to the value which it considers to be probable that it
will recover. Where necessary, the Company makes adjustments to reduce the value of a deferred
tax asset down to the value that it considers probable to recover. In assessing the recoverability of
deferred tax assets, budget results and provisions for subsequent years are used coherently with
those used for the impairment testing which are described in the previous paragraph relative to the
recoverable value of non-current assets.

Bad debt provision

The provision for bad debts reflects management estimates regarding losses from the trade
receivables portfolio. The provision for bad debts is based on losses expected by management,
determined depending on past experience for similar receivables, current and historical past due
amounts, losses and collections, careful monitoring of credit quality and projections regarding the
economic and market conditions.

Inventory bad debt provision

The inventory bad debt provision reflects management estimates regarding the expected impairment
of the assets, determined based on past experience and historical performance and expected
performance of the market, including following specific actions by the Company. This estimate
makes it possible to bring the value of the inventories to the lower of the cost and the presumably
realizable value.

Trade payables

The Company has contracts for the supply of goods which include receipt of premiums and, in
certain circumstances, contributions classified in trade payables. These premiums and contributions
are recognised either as a percentage of the quantities purchased, or as a fixed figure on the
quantities purchased or sold, or as a defined contribution. Especially with reference to those
agreements whose term falls after the reporting date, which account for a minor share of the
premiums and contributions for the year, their calculation is a complex accounting estimate
entailing a high level of judgement as it is affected by many factors. The parameters and
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information used for the estimate are based on the purchased or sold volumes and valuations that
consider historical figures of premiums and contributions actually paid by suppliers.

Unearned income product guarantee extension

The extension of a product guarantee over and above the guarantee required of the manufacturer by
the law is among the services that the Company offers to its customers. This service is offered by
the Company and its affiliates and it is sold directly at the points of sale against an additional
amount over and above the sales price.

The warranty extension compared to the legal requirement can be in timing (more years covered)
and/or the risks covered (e.g., product damage) depending on the product category sold.

When guarantee services are sold, the Company recognises unearned income equal to the sales
value of this service, and then recognises this unearned income as revenue throughout the time that
the services are being provided. The recognition of this amount as revenue is determined based on
the interventions that have been estimated for repairs that are covered by the guarantee. The
interventions for repairs that are under guarantee are estimated based on historical information
regarding the nature, frequency and costs of the interventions under guarantee, duly interpolated to
stimulate future curves of such events occurring.

Defined benefit plans and other post-employment benefits

The Company provides a defined benefit plan to its employees (employees severance indemnity).
For the employee benefits, the costs and net financial expenses are measured using actuarial
methods requiring the use of estimates and assumptions for determination of the net value of an
obligation. The actuarial method considers parameters of a financial nature such as, for example,
the discount rate, rates of growth of remuneration and considers the probability of potential future
events occurring through the use of parameters of a demographic nature such as for example the
rates relative to mortality and resignations or retirement of employees. In particular, the discount
rates used as a reference are rates or rate curves for corporate bonds with a high credit rating in their
respective markets of reference. The changes in each of these parameters could affect the amount of
the liability.

Provisions

The Company creates a provision for disputes and legal proceedings under way when it is
considered probable that there will be a financial outlay and when the amount of the relative
expenses can be reasonably estimated. If the amount of the financial outlay cannot be reasonably
estimated or the probability of such a financial outlay becomes possible, no provision is established
and the fact is indicated in the notes.

During the normal course of business, the Company monitors the status of the disputes which are
ongoing and consults with its own legal and tax advisors. It is therefore possible that the value of
the provisions for the disputes and lawsuits involving the Company may change as a result of future
developments in the proceedings that are ongoing.

Share based payment plan settled with equity instruments

The measurement of the probable market price of options is recognised using the binomial method
(Cox — Ross — Rubinstein). The theories underlying the calculation were (i) volatility, (ii) risk rate
(equal to the return on Eurozone zero-coupon bond securities maturing close to the date the options
will be exercised), (iii) the exercise deadline equal to the period between the grant date and the
exercise date of the option and (iv) the amount of expected dividends. Lastly, in line with the
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provisions of IFRS 2, the probability of the recipients leaving the plan and the probability of
achieving the performance targets were taken into account. For further details see note 5.27.

Hedging derivatives

The fair value of derivative instruments is determined based on the values observed on regulated
markets or prices provided by financial counterparties. If the values and the sources mentioned are
not available, the estimate is made using valuation models that take into account the objective
valuations such as for example estimates of cash flows and expected volatility of prices.

2.6 Significant accounting policies
Business combinations and goodwill

Business combinations are recognised using the acquisition method. As at the date the control is
acquired, this requires recognition of their value of identifiable assets (including intangible fixed
assets which had previously not been recognised) and identifiable liabilities (including contingent
liabilities but not including future restructuring) of the acquired company.
Every contingent consideration is recognised by the Company at the fair value as at the acquisition
date. The change in the fair value of the contingent consideration classified as an asset or liability
will be recognised, pursuant to the instructions found in 1AS 39, in profit and loss. If the contingent
liability is classified in shareholders' equity, its initial value will never be subsequently re-
determined.
Goodwill arising from a business combination is initially measured at cost which is the amount by
which the fair value of the consideration paid exceeds the Company's portion of the net fair value of
the assets, liabilities and contingent liabilities of the acquired company. Goodwill from a business
combination is allocated, as at the acquisition date, to the individual cash generating units of the
Company or groups of cash generating units that would benefit from the synergies of the
combination, regardless whether other assets or liabilities of the Company have been assigned to
these units or groups of units. Every unit or group of units to which goodwill is allocated:

- represents the smallest level within the company at which goodwill is monitored for internal

operating purposes;

- is not larger than the operating segments that have been identified.

When goodwill constitutes a part of a cash generating unit and a part of that internal asset and unit
is sold, the goodwill associated with the sold asset is included in the book value of the asset for
determination of the profit or the loss from the sale. The goodwill disposed of in those
circumstances is measured based on the relative values of the activity disposed of and the portion of
the units retained.

Any profits from the purchase of a company at favourable prices are immediately recognised in the
income statement, while costs related to the combination, other than those which refer to the issue
of bonds or equity instruments, are recognised as expenses in the profit/(loss) of the year in which
they are incurred.

After initial recognition, goodwill is not amortised and it is decreased by any impairment losses,
which are measured using the procedures described in the paragraph "Impairment losses of non-
financial assets".

Operations which are under common control are recognised at their book values, without any
capital gain, pursuant to the reference accounting standards, and the guidelines issued by the OPI 1
(preliminary Assirevi guidelines for IFRS), relative to the "accounting treatment of business
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combinations of entities under common control in the separate and consolidated financial
statements”. According to these guidelines, in the event of business combinations in which the
acquired company is controlled by the same entity, whether before or after the acquisition, the net
assets must be recognised at their book value recorded in the books of the acquired company prior
to the operation. When the transfer values are higher than the historical values, the excess must be
eliminated by adjusting the acquiring company's shareholders equity downwards.

Hierarchical levels of fair value measurement

Various accounting standards and several disclosure obligations require measurement of the fair
value of assets and liabilities whether financial or non-financial. The fair value is the price that
could be secured for the sale of an asset or which could be paid for the transfer of a liability in an
arm’s length transaction on the measurement date. To increase comparability of the data and the fair
value measurements, the standard establishes a hierarchy identified in three different levels which
reflects the significance of the inputs used in measuring the fair value. The levels identified are the
following:

e Level 1: the inputs consist of listed prices (not amended) in active markets for identical assets or
liabilities which the company can access on the measurement date. A listed price on an active
market which is liquid is the most reliable proof for the fair value measurement, and if the
market for the asset/liability is not unique it is necessary to identify the most beneficial market
for the instrument;

e Level 2: inputs other than listed prices included in level 1 that can be observed, whether directly
or indirectly, for the assets or liabilities to be measured. If the asset or the liability has a specific
duration a level 2 input must be observable for the entire duration of the asset or the liability.
Some examples of instruments which fall within the second hierarchical level are the following:
assets or liabilities in markets which are not active or interest rates and yield curves which are
observable at intervals that are commonly listed,;

e Level 3: inputs for assets or liabilities which are not observable. The non-observable inputs shall
be used only if the inputs of level 1 and 2 are not available. Notwithstanding this, the purpose
remains the same, that is to determine a closing price on the valuation date, therefore reflecting
the assumptions that the market operators would use in determining the price of the asset or the
liability, including the assumptions related to the risk.

Plant, machinery, equipment and other assets (tangible fixed assets)
Recognition and measurement

The tangible fixed assets are measured at cost of acquisition including the directly imputable
ancillary expenses net of the depreciation and losses due to accumulated impairment.

Any financial expenses incurred for the acquisition or construction of capitalised assets for which a
specific period of time is normally required in order to render the asset ready for usage or sale, are
capitalised and amortised throughout the life of the asset class they refer to. All other financial
expenses are recognised in the income statements during the year they refer to.

If a tangible fixed asset is composed of various components with differing useful lives, these
components are recognised separately (if they are significant components).

The profit or the loss generated by the sale of property, plant, machinery, equipment and other
assets is measured as the difference between the net consideration of the sale and the net residual
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value of the asset, and it is recognised in the income statement during the year in which the
elimination takes place.

Subsequent costs

The costs incurred subsequently to the purges of the assets and the replacement cost of certain parts
of the assets recognised in this category are added to the book value of the element they refer to and
they are capitalised only if they increase the future economic benefits of the asset itself. All other
costs are recognised in the income statement once incurred.

When the replacement cost of certain parts of the asset is capitalised, the net book value of the
replaced parts is allocated to the income statement. The extraordinary maintenance expenses which
increase the useful life of the tangible fixed assets are capitalised and amortised on the basis of the
residual possibility of use of that asset. The costs for ordinary maintenance are recognised in the
income statement in the year in which they are incurred.

Assets under construction are recognised at cost under assets under construction for as long as their
construction is not available for use; when they become available for use, the cost is classified in the
relative item and depreciated.

Financial leases

Other assets, plant, machinery owned through financial leases, for which the company has assumed
essentially all the risks and benefits that would derive from ownership, are recognised on the
contract start date, as tangible assets at their fair value or, if it is lower, at the current value of the
lease instalments, amortised throughout the estimated useful life and adjusted for eventual
impairment determined in the ways indicated below. The amount payable to the lessor is shown in
the balance sheet among "other financial liabilities".

Depreciation

The depreciation period begins from the time the asset becomes available for use and ends on the
earliest of the date on which the asset is classified as held for sale, pursuant to IFRS 5, and the date
on which the asset is eliminated from the books. Any changes to the depreciation schedule are
applied prospectively.

The value to be depreciated is the book value minus the presumable net sales value at the end of the
asset’s useful life, if it is significant and can be reliably measured.

The depreciation rates are determined according to economic - technical rates in relation to the
estimated useful life of the individual assets established pursuant to the company plans for usage
which also consider the physical and technological wear and take into account the presumable
realizable value estimated net of costs for scrapping the asset. When the tangible asset consists of
several significant components with different useful lives, each component is appreciated
separately. When events occur that indicate possible impairment of tangible fixed assets, or when
there are significant reductions in the market value of these assets, significant technological changes
or significant obsolescence, the net book value, regardless of the depreciation that has already been
recognised, is subject to verification based on an estimate of the current value of future cash flows
and eventually adjusted. Subsequently if such conditions do not come to pass, the impairment will
be written down to the book value that would have existed (net of depreciation) if the impairment of
the asset had never been recognised.

The depreciation is calculated on an accrual basis according to the estimated useful life of the asset,
by applying the following percentages:
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Category % used

Plant and machinery 15%
Fixtures and fittings, tools and other equipment 15%
Electronic machinery 20%
Furniture 15%
Office fixtures and fittings and machinery 12%
Automobiles 25%
Mobile phones 20%
Leasehold improvements throughout the duration of the contract
Other assets 15%-20%

Intangible assets with a definite useful life
Initial recognition and measurement

The intangible fixed assets acquired separately are initially capitalised at cost while those that are
acquired through business combinations are capitalised at fair value on their acquisition date. After
initial recognition the intangible fixed assets are recognised at cost, net of amortization and any
accumulated impairment.

Key Money paid for store openings is considered as a cost related to a real estate lease and is
generally regarded as an asset with a finite useful life determined by the underlying contract period.
These are initially capitalised at cost and after initial recognition, they are carried at cost less any
accumulated amortisation and any accumulated impairment losses.

Subsequent costs

Costs incurred subsequently to purchase are capitalised only when the expected future economic
benefits which are attributable to the asset they refer to are increased. All other subsequent costs are
recognised in the income statement once incurred.

Depreciation

Intangible fixed assets are amortised based on their useful life and they are tested for impairment
whenever there are indications of a possible loss in their value. The period and method of
amortization applied to them is re-examined at the end of each financial year or more frequently if
necessary. Any changes to the depreciation schedule are applied prospectively.

The profits or the losses from elimination of an intangible fixed asset are measured from the
difference between the net revenue from the sale and the book value of the intangible asset, and
they are recognised in profit and loss in the year during which the elimination takes place.

The amortisation is calculated on an accrual basis according to the estimated useful life of the asset,
by applying the following percentages:

Category % used

Software 20%

Based on the duration of
the lease beginning from

Entry rights the date that the shop
opens
Based on the duration of

Key Money

the lease beginning from
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the date that the shop
opens
Brands 5-10%

Financial assets

The Company determines classification of its financial assets after initial recognition and, where
adequate and permitted, reviews this classification upon closure of each year.

Financial assets measured at fair value with changes recognised in profit and loss

This category includes assets held for trading and assets which are defined upon initial recognition
as financial assets at fair value with changes recognised in profit and loss. The assets held for
trading are all those assets which are acquired for sale in the short term. Derivatives, including those
which are unbundled, are classified as financial instruments held for trading, unless they are
designated as hedging instruments, as defined in 1AS 39. The profits or losses on assets held for
trading are recognised in the income statement. For securities which are widely traded on regulated
markets, the fair value is determined by reference to the stock exchange price recognised upon
closure of trading at the end of the financial year. For investments for which there is no active
market, the fair value is determined using valuation techniques which are based on the prices of
recent transactions between independent parties, the current market value of an essentially similar
instrument, analysis of the discounted cash flows and option appreciation models.

Loans and receivables

Loans and receivables are non-derivative financial assets with payments that are fixed or which can
be determined but which are not listed on an active market. After initial recognition, these assets are
measured according to the amortised cost criterion using the effective interest rate method net of
any allocation for impairment. The amortised cost is calculated with consideration taken of the
discounts and premiums and includes the commissions and transaction costs that are an integral part
of the effective interest rate. The profits and losses are recognised in the income statement when the
loans and receivables are eliminated or when impairment is observed.

Impairment of financial assets

Upon closure of each year the Company checks whether a financial asset or group of financial
assets has become impaired.

Assets measured using the amortised cost criteria

If there exists an objective indication that a loan or receivable that has been recognised at amortised
cost has undergone impairment, the amount of the loss is measured as the difference between the
book value of the asset and the current value of estimated future cash flows (not including future
losses on receivables which have not yet been incurred), discounted using the financial asset's initial
effective interest rate (that is, the effective interest rate calculated on the initial recognition date or
the current effective rate for variable interest rate loans). The book value of the asset is written
down using a provision and the amount of the loss is recognised in the income statement.

The company initially assesses whether there are indications of any impairment at the individual
level, for the financial assets that are individually significant and, thereafter, at the individual or
collective level for those financial assets that are not. If there are no objective indications of
impairment for a financial asset which is assessed individually, whether it is significant or not, this
asset is included in a group of financial assets with credit risk characteristics that are similar and the
group is tested for impairment collectively. The assets which are measured individually and for
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which an impairment loss is recognised or continues to be recognised, will not be included in the
collective measurement.

If, subsequently, the amount of the impairment is reduced and this reduction can be objectively
connected to an event that took place after the recognition of the impairment, the previously
decreased value can be written back. Any subsequent write backs are recognised in the income
statement to the extent that the book value of the asset does not exceed the amortised cost on the
date of the write back.

For trade receivables, an allocation for impairment is made when there is an objective indication
(such as, for example, the probability of insolvency or significant financial difficulties of the debtor)
that the company will not be able to recover all the amounts that are due based on the original
conditions and terms of the invoice. The book value of the receivable is reduced by using a specific
provision. Receivables subject to impairment are reversed when it is determined that they will no
longer be recovered.

When a financial transaction takes place, based on the terms of payment that have been granted, the
receivables are measured at amortised cost through discounting of the nominal value receivable,
with the discount recognised as financial income.

In application of IAS 39, an assigned receivable is eliminated if the assignment provides for the
total transfer of the connected risks and benefits (contractual rights to receive the flows from a
financial asset). The difference between the book value of an assigned asset and the consideration
received is recognised in the income statement as a financial expense.

There are no financial assets which are available for sale or investments held to maturity.

Equity investments in subsidiary companies

Equity investments in subsidiary companies (not classified as held for sale) are classified under the
item “other non-current assets” and they are recorded at cost, adjusted for losses in value.

The positive differences that emerge during the acquisition of equity investments between the price
and the corresponding shares of shareholders' equity are maintained in the carrying amount of the
actual equity investments. The purchase or sale values of equity investments, business units or
corporate assets under joint control are reported in line with the historical carrying amounts of the
cost without recording capital gains or capital losses.

If there are indications that the equity investments may have suffered a reduction in value, they are
subjected to impairments tests and written down if necessary. For the impairment loss to be debited
to the income statement there must be objective evidence that events have occurred which have an
impact on the future estimated cash flows of the actual equity investments. Any losses exceeding
the carrying amount of the equity investments that may emerge in the presence of legal or implicit
obligations for hedging the losses of the investee companies are recorded under provision for risks
and charges. The original value is restored in subsequent years if the reasons for the impairment no
longer exist.

The related dividends are recorded under financial income from equity investments at the time the
right to obtaining them is established, which usually coincides with the shareholders’ meeting
resolution.

Inventories

The inventories are measured at the lower of the cost and net realizable value. The cost of
inventories includes all costs required to bring the inventories to their current location and status.
This includes in particular the purchase price and other costs which are directly attributable to the
purchase of the merchandise. Commercial discounts, returns and other similar items are deducted
when determining the acquisition cost. The method used for the cost of inventories is the average
weighted cost method.
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The value of the obsolete and slow moving inventories is written down in relation to the possibility
of use or realization, through Inventory bad debt provision.

Cash and cash equivalents

The cash and cash equivalents include cash on hand and sight and short term deposits of no more
than three months. For the purpose of the cash flow, the cash and cash equivalents are represented
as cash on hand as defined above, net of bank overdrafts.

Financial liabilities

The financial liabilities are initially recognised at the fair value of the consideration received net of
the transaction costs that are directly attributable to the loan itself. After initial recognition, the
financial liabilities are measured using the amortised cost criteria, applying the effective interest
rate method. Amortization at the effective interest rate method is included among financial
liabilities in the income statement.

Liabilities arising from employee benefits

Post-employment benefits may be offered to employees through defined contribution plans and/or
defined benefit plans. These benefits are based on the remuneration and the years of service of the
employees.

Defined contribution plans are post-employment benefit plans based on which the company and
sometimes its employees pay contributions of a specific amount into a distinct entity (a fund) and
the Company does not and will not have a legal or implicit obligation to pay additional
contributions if the fund does not have assets that are sufficient to cover the obligations to the
employees.

The defined benefit plans are plans for benefits after the end of the employment relationship, which
differ from defined contribution plans. Defined benefit plans can be financed either completely or
partially by contributions paid by the company, and sometimes by its employees, to a company or a
fund, which is legally distinct from the company that provides the benefits to the employees.

The amount which accrues is projected into the future to estimate the amount payable upon
termination of the employment relationship and subsequently discounted to take into account the
time that has passed prior to the actual payment.

The adjustments to the liabilities regarding employee benefits are determined on the basis of
actuarial assumptions, which are based on demographic and financial assumptions and recognised
on an accrual basis concurrently with the employment services required in order to obtain the
benefit. The amount of the rights accrued during the year by the employees and the portion of the
interests on the accrued amount at the beginning of the period and the corresponding movements
referring to the same period observed is allocated to the income statement under the item "Personnel
expenses™ while the financial expense arising from the actuarial calculation is recognised in the
comprehensive statement of income under the item "Profit (loss) from restatement of defined
benefit plans”.

The actuarial valuation is carried out by an actuary who is not employed by the Company.

Following the amendments made to the employee severance indemnity ("TFR") provisions of law

296 of 27 December 2006 and the subsequent decrees and regulations ("Social Security Reform™)

issued in the initial months of 2007:

- the TFR accrued up to 31 December 2006 is considered to be a defined benefit plan pursuant to
IAS 19. Benefits provided to employees in the form of TFR which are granted upon termination
of the employment relationship are recognised in the vesting period;
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- TFR which accrues subsequently to 1 January 2007 is considered to be a defined contribution
plan and therefore the contributions accrued during the period are recognised as a cost in their
entirety and the portion which has not yet been paid is recognised as a liability under "Other
current liabilities".

Provisions

The allocations to provisions are made when the Company is required to fulfil an actual obligation
(whether legal or implicit) which refers to a past event, when an outlay is possible for discharge of
the obligation and it is possible to reliably estimate the amount thereof. When the Company
believes that allocation to the provision will be partially or fully refunded, for example in the case
of risks covered by insurance policies, the indemnification is recognised distinctly and separately in
assets if, and only if, it is practically certain. In this case, the cost of the eventual allocation is
shown in the income statement net of the amount recognised for the indemnification. If the effect of
discounting the value of money is significant, the non-current portion of the allocations is
discounted.

Onerous contracts provision

A provision for charges of contracts is established when the non-discretional costs required to fulfil
obligations that have been assumed are higher than the economic benefits that the Company expects
to obtain by virtue of the contract. This provision is based on the current value of the lower between
the cost of cancelling the contract and the net cost of pursuing it. Prior to recognizing the provision,
the company recognises any impairment of the assets associated with the contract.

Provisions for restoration of points of sale

For leases which contain a clause requiring restoration of the property, a specific provision is
established. The book value of the liability includes the costs to be incurred up to the time that the
properties are returned to the lessor.

Restructuring provision

A provision is established for restructuring when there is a detailed and official programme for
restructuring that has been approved and the restructuring has begun or the main aspects of which
have been publicly disclosed to third parties.

Trade payables

The payables are recognised at their nominal value net of discounts, returns or invoicing
adjustments, representative of the fair value of the obligation. When a financial transaction takes
place based on the terms of payment that have been agreed, the payables are measured at amortised
cost through discounting of the nominal value receivable, with a discount recognised as a financial
expense.

Assets held for sale

The assets which are held for sale are those for which recovery of the value will take place mainly
through sale rather than through use. The classification in this category takes place from the time
that the sale of a group of assets is considered highly probable and the assets and liabilities are
immediately available for sale in their current conditions. The assets held for sale are measured at
the lower between the cost and the fair value net of the costs to sell.
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Impairment of non-financial assets

The Company assesses whether there are any indicators of impairment of tangible and intangible

assets. If there is any such indication, the Company tests the asset for impairment.

The accounting standard does not request formal preparation of an estimate of the recoverable value

unless there are indications of impairment. Assets which are not available for use and goodwill

acquired in business combinations which must be tested for impairment annually and whenever

there is indication of impairment constitute the exception to this principle. The Company has set the

balance sheet closing date as the time for testing of impairment of all assets for which annual testing

IS mandatory.

In evaluating whether there is an indication of impairment of an asset, the Company considers:

e an increase in the market interest rates or other investments that could influence the calculation
of the Company's discount rate, thereby diminishing the recoverable value of the asset;

e significant changes in the technological environment and market in which the Company
operates;

e physical obsolescence not related to the depreciation that the asset has undergone in a specific
period of time;

e any extraordinary plans implemented during the year the impact of which is reflected on the
asset constituting the object of the analysis (for example corporate restructuring plans);

e operating losses resulting from interim results.

If the analysis shows that there are potential losses due to impairment, the management will make a
preliminary check relative to the useful life, the amortization criterion, and the residual value of the
asset and, based on the applicable accounting standard, shall make any amendments to these
parameters; specific analysis relative to the impairment of the asset will take place at a later time.
As described in IAS 36, the recoverable value of an asset is the higher of the value in use and the
fair value (net of costs to sell) of the asset itself. Furthermore, in the definition provided in the
international accounting standard, the instructions are the same whether they refer to a single asset
or to cash flow generating units.

In order to better understand the provisions of 1AS 36, we provide below some key definitions:
Value in use: the value in use is the current value of all the cash flows of an asset or a generating
unit, constituting the object of the valuation, which are expected to originate from it. In particular,
an asset generates cash flows, which will be discounted at a pre-tax rate which reflects the market
valuations on the current value of money and the specific risks inherent in the asset. These cash
flows are determined based on the company's business plan. These plans are constructed on the
basis of detailed budgets and separate calculations for each asset/cash generating unit. The budgets
used do not include the effects arising from the extraordinary activities (restructuring, sales and
acquisitions) and cover a period of time of up to five financial years;

Fair value: it represents the price that could be secured for the sale of an asset or which could be
paid for the transfer of a liability in an arm’s length transaction on the measurement date. To
determine the fair value of an asset, the Company uses valuation models that use listed shares,
models with valuation multipliers and other available indicators as a reference;

Cash generating units (or cash flows): a cash generating unit (CGU) is a group of assets which,
together, generate cash flows that are incoming or outgoing regardless of the cash flows generated
by other assets and activities. A group of assets is the smallest identifiable group able to generate
incoming cash flows;
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Book value: the book value is the value of assets net of depreciation, write-downs and write backs.
The accounting standard provides the option of selecting either the fair value or the value in use. In
fact, if one of the two values is higher than the book value, it is not necessary to identify the other
amount as well. Furthermore, the fair value of an asset or cash generating unit is not always
measurable, as there is no criterion that provides a reliable estimate of the selling price of an asset in
an arm’s length transaction between market operators. In these cases, the value in use can be
considered as the recoverable value of the asset.

Once all the useful values have been identified and determined in terms of evaluating the asset or
the CGU, the book value is compared with the recoverable value and if the book value is higher
than the recoverable value, the company will write down the asset to its recoverable value.

On each balance sheet closing date the company will furthermore measure, in regard to all the
assets other than goodwill, eventual existence or non-existence of impairment that has previously
been recognised and, should these indications exist, the recoverable value is estimated. The value of
an asset that has previously been written down can be written back only if there are changes in the
estimates on which the recoverable value calculation which resulted in recognition of the last
impairment was based.

The write-back cannot exceed the book value that would have existed, net of depreciation and
amortization, if no impairment loss had been recognised in previous years. This write back is
recognised in the income statement.

Derivative financial instruments and hedge accounting

The Company holds no derivative financial interests for speculative purposes. However, if the

derivative financial instruments do not satisfy all the terms and conditions required for hedge

accounting, the changes in fair value of these instruments are recognised in the income statement as

financial expenses and/or income.

Therefore, the derivative financial instruments are recognised using hedge accounting rules when:

e the formal designation and documentation of the hedging relation itself exists from the
beginning of the hedge;

e it is presumed that the hedge is highly effective;

e the effectiveness can be reliably measured and the hedge itself is highly effective during the
periods of designation.

The Company uses the derivative financial instruments to cover their exposure to interest rate and
currency risk.

The derivatives are initially measured at fair value; the transaction costs attributable to them are
recognised in the income statement at the time that they are incurred. After initial recognition, the
derivatives are measured at fair value. The relative changes are recognised as described below.

Cash flow hedges

The changes in the fair value of the derivative hedging instrument designated as a cash flow hedge
are recognised directly in equity to the extent that the hedge is effective. For the non-effective
portion, the changes in fair value are recognised in the income statement.

Recognition of the hedge, as indicated above, ceases prospectively if the instrument designated as
the hedge:

e no longer satisfies the criteria for recognition as a hedge;

e reaches maturity;

e issold;

e isceased or exercised.
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The accumulated profit or loss is kept in equity until the expected operation takes place. When the
hedged element is a non-financial asset, the amount recognised in equity is transferred to the book
value of the asset at the time that it is recognised. In other cases, the amount recognised in equity is
transferred to the income statement in the same year in which the hedged element has an effect on
the income statement.

Share based payment

Key executives and certain managers of the Company may receive a portion of their remuneration
in the form of share based payments. Pursuant to IFRS 2, these are equity settled plans. The right to
payment accrues over the vesting period during which the managers perform their duties as
employees and reach performance targets. Therefore, during the vesting period, the current value of
share based payments as at the assignment date is recognised in the income statement at cost with
an offsetting entry in a special shareholders’ equity reserve. Changes in the current value subsequent
to the assignment date have no effect on the initial valuation. In particular, the cost, which
corresponds to the current value of the options on the assignment date, is recognised among
personnel costs on a straight line basis throughout the period from the date of the assignment and
the date of maturity, with an offsetting entry recognised in shareholders' equity.

Cancellation of financial assets and liabilities

A financial asset (or, where applicable, the part of the similar financial asset) is cancelled from the
balance sheet when:
e the rights to receive the cash flows from an asset have been extinguished;

e the Company reserves the right to receive cash flows from the asset, but has assumed the
contractual obligation to pay them in full and without delay to a third party.

A financial liability is cancelled from the balance sheet when the obligation underlying the liability
has been extinguished, or cancelled or fulfilled.

Revenue

Revenues are recognised to the extent that the Company is likely to receive the economic benefits
arising from them and the relative amount may be determined reliably, regardless of the collection.
Revenues are measured at the fair value of the consideration received, not including discounts,
reductions, bonuses or other taxes on sales. The following specific recognition criteria for revenues
must be complied with prior to allocation to the income statement:

Sale of assets

The revenue is recognised when the company has transferred to the buyer all the significant risks
and benefits connected to ownership of the asset, generally at the time that the consumer purchases
the product at the point of sale, the delivery of the good to a residence in the event of home
delivery, or when the ownership is transferred in the wholesale and B2B channel. As provided in
the annex to IAS 18, sales in which delivery is deferred upon request of the purchaser ("bill and
hold") are recognised as revenue at the time that the consumer makes the purchase. The revenue is
recognised when the asset is available, has been identified and is ready to be delivered and
furthermore deferral of the delivery has been requested by the purchaser. Similarly the income from
the sale is recognised upon purchase of the good by the consumer even if installation thereof is
required. Indeed, the annex to IAS 18 provides that the revenue be recognised immediately upon
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acceptance of delivery by the purchaser when the installation procedure is very simple (for example
installation of a device that requires only unpacking, and connection to an electrical outlet).

The Company has a customer loyalty programme which is based on points, the Unieuro Club, with
which customers can accumulate loyalty points when they acquire products in points of sale bearing
the Unieuro Brand. Once a specific minimum number of points have been collected, they can be
used as a discount on the purchase of another product. The duration of the programme coincides
with the fiscal year. The Company records an adjustment to the estimated revenues based on the
points accrued which had not yet been spent, the value of the discount to be paid as provided by the
loyalty programme and the historical information regarding the percentage of loyalty point usage by
customers.

Provision of services

The revenues and the costs arising from the provision of services are recognised on the basis of the
progress of the services at the closing date of the year. The progress is determined based on the
valuation of the work that has been carried out. When several services are provided within a single
contract, the consideration is distributed among the individual services based on the relative fair
value.

For the sale of guarantee extension services over and above the guarantee provided by the
manufacturer pursuant to the law, the Company recognises the revenue throughout the duration that
the services are provided, based on the estimated interventions for repairs under guarantee. The
interventions for repairs that are under guarantee are estimated based on historical information
regarding the nature, frequency and costs of the interventions under guarantee, duly interpolated to
stimulate future curves of such events occurring.

Commissions

The payments received on the sale of specific goods and services such as for example consumer
loans, are calculated as a percentage of the value of the service that is carried out or, sometimes on
the basis of a fixed consideration and they correspond with the amount of the commission received
by the Company.

Revenues from operating leases when the Company is the Lessor

The revenues from operating leases (rental income) are recognised on a straight line basis
throughout the duration of the leases existing as at the balance sheet closing date and they are
classified among "other income" given their operating nature.

Costs

The costs and other operating expenses are recognised in the income statement when they are
incurred on the basis of the accruals principle and the correlation of revenues, when they do not
produce future economic benefits or when the latter do not have to be recognised as assets.

The costs for the purchase of merchandise are recognised upon assumption of all the risks and
benefits connected to ownership and they are measured at the fair value of the consideration
payable net of any reductions, returns, trade discounts and bonuses.

Agreements with suppliers involve recognising premiums and contributions. These premiums and
contributions are recognised either as a percentage of the quantities purchased, or as a fixed figure
on the quantities purchased or sold, or as a defined contribution. For commercial agreements with a
maturity date that is later than the end of the financial year an estimate is made based on the amount
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of purchase or sale and on valuations that take into account historical data regarding the effective
recognition of premiums and contributions by suppliers.

The costs for services are recognised on the basis of the progress of the services at the closing date
of the year.

It is hereby specified that the costs relative to the listing of the shares of the Company on Mercato
Telematico Azionario of Borsa Italiana S.p.A. are recognised in the income statement when they are
incurred pursuant to the accruals principle. This accounting treatment arises from the structure of
the offer solely for the placement of the shares sold by Italian Electronics Holdings, which did not
generate income for the Company.

The costs arising from operating leases are recognised on a straight line basis throughout the
duration of the reference contracts. Additional costs which depend on and are determined by the
revenues achieved in a specific point of sale, are recognised on an accruals basis during the
contractual period.

Interest income and interest expense

Interest income and expenses are recognised in the net result for the year on an accruals basis using
the effective interest rate method. The effective interest method is the rate that exactly discounts the
future expected cash flows to the net book value of the financial asset or liability, based on the
expected life of the financial instrument.

Taxes
Current taxes

The current taxes are determined based on a realistic forecasts of tax expenses payable on an
accruals basis and in application of the applicable tax laws. The rates and tax laws used to calculate
the amount are the applicable rates and laws, or essentially those which are in force, as at the
balance sheet closing date. The current taxes which are relative to elements that are not included in
the income statement, are allocated directly to the statement of comprehensive income and
thereafter to shareholders’ equity, in line with the recognition of the element to which they refer.
Following the loss of control of Italian Electronics Holdings which took place on 6 September
2017, the national tax consolidation scheme was interrupted and Italian Electronics Holdings as the
consolidating party exercised its option with effect from the year ended 28 February 2015;

Deferred taxes

The deferred taxes are calculated using the so-called "liability method” on the temporary
differences from the balance sheet data between the tax values used as a reference for the assets and
liabilities and the values included in the balance sheet. The deferred tax liabilities are recognised
against all taxable temporary differences, except when the deferred taxes arise from initial
recognition of goodwill of an asset or liability in a transaction that is not a business combination
and that, at the time of the transaction, has no effect either on the profit for the year calculated for
the balance sheet statement purposes or the profit or the loss calculated for tax purposes.

The deferred tax assets are recognised against all the deductible temporary differences and for tax
losses brought forward, to the extent that the existence of adequate future taxable profits sufficient
for usage of the deductible temporary differences and tax losses brought forward is probable. The
value to post in the balance sheet of the deferred tax assets is re-examined on each balance sheet
closing date and reduced to the extent that it is no longer probable that there will be sufficient
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taxable profits in the future for the recovery of these assets. The deferred tax assets which are not
recognised are re-examined periodically on the balance sheet closing date and they are recognised
to the extent that it has become probable that there will be taxable profit that can absorb these
deferred taxes.

The deferred taxes are measured based on the tax rates that are expected will be applicable in the
financial year in which these assets will be realised or these liabilities will be extinguished,
considering the rates applicable and those already issued or essentially issued on the balance sheet
date. The estimate has considered the provisions of law 208 of 28 December 2015 "Stability law
2016" which has provided for reduction of the IRES rate from 27.5% to 24% with effect for the tax
years subsequent to 28 February 2017.

The deferred tax assets and liabilities are offset if they refer to taxes payable to the same tax
authority and there exists a legal right that allows offsetting of the assets and liabilities for current
taxes.

Effects of the changes in foreign exchange rates

The financial statements are presented in Euro, which is the Company's functional and presentation
currency. The transactions in a foreign currency are recognised initially at the exchange rate (which
refers to the functional currency) existing as at that transaction date. The monetary assets and
liabilities which are denominated in a foreign currency are converted back to the functional
currency at the exchange rate applicable on the balance sheet closing date. All foreign exchange
differences are recognised in the income statement. The non-monetary items which are measured at
their historical cost in a foreign currency are converted using the exchange rate applicable as at the
initial date on which the transaction was recorded. The non-monetary items which are measured at
their fair value in a foreign currency are converted using the exchange rate applicable as at the
initial date the value was recorded.

Earnings per share
Earnings per share - basic

The basic earnings per share are calculated by dividing the profit of the company by the number of
Unieuro S.p.A. shares on the date the financial statements are approved.

Earnings per share - diluted

The diluted earnings per share are calculated by dividing the profit of the company by the number
of Unieuro S.p.A. shares on the date the financial statements are approved. For the purpose of
calculating the diluted earnings per share, the shares are modified assuming that all holders of rights
that potentially have a dilutive effect exercise these rights.

Segment Reporting

An operating segment is defined by IFRS 8 as a component of an entity that: i) undertakes business
activities and generates revenues and costs (including revenues and costs that refer to the operations
with other components of the same entity); ii) the operating results of which are reviewed
periodically at the highest decision-making level of the entity in order to adopt decisions regarding
resources to allocate to this segment and measurement of the results; iii) for which separate
financial information is available.
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The information regarding the business segments was prepared pursuant to the instructions set forth
in IFRS 8 "Operating Segments"”, which provide for presentation of information in line with the
procedures adopted at the top management level for assumption of operating decisions. Therefore,
identification of the operating segments and the information presented are defined on the basis of
internal reports used by the companies for allocation of resources and for analysis of the relative
performances.

2.7  New accounting standards

The new accounting standards, amendments and interpretations endorsed by the European
Union which came into effect from the year beginning 1 March 2017

Though they entered into effect from the year that began on 1 March 2017, the following new
documents have not had a significant effect on the financial statements in terms of disclosures or
changes to the accounting standards, as they mainly refer to issues that do not apply to the
Company:

Improvements to IFRS (2014-2016 cycle)

Amendments to IAS 7 - information

Amendments to I1AS 12 - measurement of deferred tax income on unrealised losses

Accounting standards, amendments and interpretations IFRS and IFRIC endorsed by the
European Union which are not yet mandatorily applicable and had not been adopted early by
the Company as at 28 February 2018

Below are the new accounting standards or amendments to standards applicable for the years
beginning after 1 January 2018, for which early application is allowed. The Company has decided
not to adopt them early for preparation of these financial statements:

- IFRS 15 - “Revenue from Contracts with Customers”: On 28 May 2014, the IASB issued
IFRS 15 “Revenue from Contracts with Customers” (hereinafter IFRS 15), which sets when
and how to recognise revenue from contracts with customers (including contracts regarding
work on order). In particular, IFRS 15 requires that recognition of revenues be based on the
following 5 steps: (i) identify the contract with the customer; (ii) identify the performance
obligations in the contract (the goods or services that have been promised to the customer);
(iii) determine the transaction price; (iv) allocate the transaction price to the performance
obligations in the contracts based on the standalone selling price of each good or service;
and (v) recognise revenue when (or as) the entity satisfies a performance obligation
Moreover, IFRS 15 integrates financial statement information to provide with regard to the
nature, amount, timing and uncertainty of revenues and the relative cash flows. The
provisions of IFRS 15 are effective from the years beginning on or after 1 January 2018.

- IFRS 9 - “Financial Instruments”: On 24 July 2014, the 1ASB finished the revision of the
accounting standard on financial instruments with the issuing of the complete version of
IFRS 9 “Financial Instruments” ( IFRS 9). In particular the new provisions of IFRS 9: (i)
modify the classification and valuation model for financial assets; (ii) introduce a new
method for writing down financial assets that takes into account expected losses (the
expected credit losses); and (iii) amend the provisions regarding hedge accounting. The
provisions of IFRS 9 are effective from the years beginning on or after 1 January 2018.

- IFRS 16 - “Leases”: On 13 January 2016, the IASB issued IFRS 16 “Leases”, (hereinafter
IFRS 16) which replaces IAS 17 and its related interpretations. In particular, IFRS 16
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defines a lease as a contract that attributes to the customer (the lessee) the right to use an
asset for a specific period in exchange for a consideration. The new accounting standard
eliminates the classification of leases as being operating or financial for financial statement
preparation purposes by companies that are lessees; for all leases with a term exceeding 12
months, the recognition of an asset, which represents the right of use, and a liability, which
represents the obligation to make the payment set forth in the contract, is required.
Conversely, for the preparation of the lessor’s financial statements, the distinction between
operating and financial leases is maintained. IFRS 16 reinforces financial statement
disclosure for both lessees and lessors. The provisions of IFRS 16 are effective from the
years beginning on or after 1 January 2019.

- Clarifications to IFRS 15 — “Revenue from Contracts with Customers”: On 12 April 2016,
the IASB issued amendments to IFRS 15 “Clarification to IFRS 15 Revenue from contracts
with customers™. The 1ASB along with the FASB, in order to facilitate the implementation
phase of the new IFRS 15, have introduced the following clarifications: (i) to identify the
performance obligations provided in the contract, the change to the standard makes it clear
that for the purposes of recognising revenue, an analysis shall be carried out to determine
whether the nature of the performance, in the context of the contract, is to transfer individual
assets or provide individual services separately, or if the transfer/delivery of a ‘unicum’
formed from the combination of the items with respect to which the individual assets and
services represent an indivisible component. In particular, the description has been expanded
and clarified for the factors to be considered in the context of this analysis, pointing out, for
example, that when two or more components of a contract cannot be supplied separately
from each other, there is an indicator that the components are significantly interrelated and,
therefore, constitute a single performance, (ii) to the guidance contained in the IFRS 15
which deals with licensing of intellectual property in order to determine whether the related
revenues are to be reported at a point in time, or over the time, (iii) to the identification of
so-called agency relationships (irrespective of the legal form of the contract), in order to
distinguish the circumstances in which the recognition of revenues should be “gross” of
costs, from those in which a clear representation in that performance similar to a
commission is required, (iv) to the provisions of the first application of the standard, in
particular two new simplifications are introduced that allow the non-application of the new
standard to contracts that have already been completed at the beginning of the first of the
financial years presented at the date of first application in case of retrospective application
and contract changes that took place before the beginning of the earliest financial year
presented on the date of first application, considering such changes as integral parts of the
original contract. The amendments are applicable from 1 January 2018, but early application
is allowed. The changes must be applied retrospectively as if they had been included in the
IFRS 15 standard on the date of the first application. The provisions of IFRS 15 are effective
from the years beginning on or after 1 January 2018.

- amendments to IFRS 4 - “Insurance Contracts*: On 12 September 2016 the 1ASB issued
amendments to IFRS 4 “Insurance Contracts* - joint application of IRFS 9 Financial
instruments and IFRS 4 Insurance Contracts. The amendments to IFRS 4 are aimed at
remedying the temporary accounting consequences of the time-lag between the date that
IFRS 9 comes into force and the date that the new accounting standard for insurance
contracts that replaced IFRS 4 comes into effect (IRFS 17). The provisions are effective
from the years beginning on or after 1 January 2018.

Based on the facts and cases the new documents apply to and with account taken of the current
accounting standards adopted by the Company, we believe that there will be significant effects
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from the first time application of these documents insofar as IFRS 16, which will enter into
effect from the years beginning on or after 1 January 2019. In fact, this new standard provides
that a lessee, except for specific exemptions (e.g. short-term leases or leasing of goods with a
minimal value), must recognise all leases in the financial statements, including those currently
classified as operating leases, as financial liabilities for the obligation to pay the future
instalments, and the rights of use arising from the leases must be recognised under non-current
assets as offsetting entries. The estimate of the quantitative effects arising from application by
the company of IFRS 16 is currently being calculated.

Furthermore, it is hereby noted that the analyses for identification of any effects arising from
first application of IFRS 9 with regard to the measurement, classification and valuation of
financial instruments and IFRS 15 with regard to the time and measurement of revenues for the
sale of assets and the provision of services to customers have been performed. Based on some
calculations, it is assumed that the effects for the Company arising from first time application of
these new standards will not be significant.

The accounting standards, amendments and IFRS interpretations which have not yet been
endorsed by the European Union

- On 8 December 2016, the IASB issued IFRIC interpretation 22: Foreign Currency
Transactions and Advance Consideration. This new document provides clarification on the
accounting of operations in foreign currency

- On 8 December 2016, the IASB issued amendments to IAS 40 - Transfers of Investment
Property. The amendments refer to section 57 of IAS 40 and apply to financial statements
covering periods beginning on (or after) 1 January 2018, but earlier adoption is permitted.

- On 18 May 2017, the IASB issued IFRS 17 Insurance Contracts. The standard aims to
improve understanding by investors, but not only them, of the risk exposure, the profitability
and the financial position of the insurers. IFRS 17 replaces IFRS 4 issued in 2004 as interim
Standard. It will enter into force as of 1 January 2021, but earlier adoption is permitted.

- On 7 June 2017, the IASB issued IFRIC 23 Uncertainty over Income Tax Treatments that
provides accounting guidance on how to reflect any income tax uncertainties regarding the
taxation of a given phenomenon. IFRIC 23 will enter into force on 1 January 2019.

- On 20 June 2016, the IASB issued amendments to IFRS 2 “Classification and measurement
of share-based payment transactions (Amendments to IFRS 2)”. The IASB has clarified the
following application topics: (i) if the cash-settled share-based payment plan provides
conditions for vesting of the plan, the liability shall be calculated on every closing date of
the financial statements with the same logic followed for equity-settled plans. Therefore,
also for cash-settled plans, the fair value of the assigned instruments must be calculated by
considering only the conditions for achieving market objectives, while the terms of service
and conditions for achieving non-market goals will be used to determine the number of
instruments that are assigned during the vesting period, (ii) in the event that the equity-
settled plan provides a mechanism by which the number of shares acquired is reduced by the
amount of the withholding tax paid on behalf of the employee, then the entire plan is
classified as equity-settled provided that the plan allows or requires the entity to adjust the
plan, net of withholding tax to be paid on behalf of the employee, and that the entire plan, in
the absence of the above mentioned clause, would be classified as equity-settled, and (iii) in
the case of modification of a plan from “cash-settled” to “ equity-settled”, the accounting
treatment to be followed at the date of the modification involves de-recognising the liability
for the original ““cash-settled” plan, recognising in shareholders’ equity an amount equal to
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the fair value of the new “equity-settled “ plan according to services and goods already
received, and recognising the difference between these two previous amounts in the
profit/(loss) for the financial year. The amendments to IFRS 2 Share-based payments should
be applied retroactively starting with financial statements for financial years that begin on
(or after) 1 January 2018.

On 12 October 2017, the IASB issued amendments to IFRS 9 - Prepayment Features with
Negative Compensation. The amendments are aimed at allowing the measurement at
amortised cost or fair value through other comprehensive income (OCI) of financial assets
featuring an early termination option with negative compensation.

On 12 October 2017, the 1ASB issued amendments to IAS 28 - Long-term Interests in
Associates and Joint Ventures. The amendments are designed to clarify to which long-terms
receivables from an associated company or joint venture which, in essence, are part of the
net investment of the associated company or joint venture IFRS 9 applies.

On 12 December 2017, the IASB published Annual Improvements to IFRSs 2015 -2017
Cycle, which include amendments to IAS 12 - Income Taxes, IAS 23 - Borrowing Costs,
IFRS 3 - Business Combination and IFRS 11 - Joint Arrangements. The amendments will
come into force on 1 January 2019. Early application is permitted.

On 7 February 2018, the IASB published amendments to IAS 19 - “Plan Amendment,
Curtailment or Settlement” which clarifies how pension expenses are calculated when there
is a change in defined-benefit plans. The amendments will come into force on 1 January
20109.

INFORMATION ON FINANCIAL RISKS

In terms of business risks, the main risks identified, monitored and, as specified below, actively
managed by the Company are as follows:

credit risk (both in relation to normal trading transactions with customers as well as
financing activities);

liquidity risk (with respect to the availability of financial resources and access to the credit
market and financial instruments in general);

market risk (including currency and interest rate risks).

The objective is to maintain over time balanced management of the financial exposure so as to
ensure a liability structure that is coherent in terms of the composition of the asset structure and
able to ensure the necessary operating flexibility through the usage of liquidity generated from
current operations and usage of bank lending.

The main financing instruments used are:

medium-long term loans, to cover investments in fixed assets;

short-term loans, current account credit lines to finance working capital.

Furthermore, hedges have been established to cover the risk of interest rate fluctuation, that have
influenced the cost of financial indebtedness in the medium - long-term and consequently also the
economic results. The following section provides qualitative and quantitative information regarding
the incidence of these risks.

3.1 Credit Risk
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Credit risk is the possibility that an unexpected change in the credit rating of a counterparty will
expose the Company to the risk of default, subjecting it to potential lawsuits. By way of
introduction we note that the credit risk which the Company is subject to is minimal since its sales
are mainly to the end consumers who pay the consideration upon purchasing the product. Sales to
affiliates (Wholesale channel) and wholesale customers (B2b channel) which represent a total of
17.6% of the company's revenues as at 28 February 2018, require the company to use strategies and
instruments to reduce this risk. The Company has in place processes for credit monitoring that
provide for obtaining bank guarantees to cover a significant amount of the turnover in existence
with customers, analyse the reliability of customers, the attribution of a credit line, control of
exposures through reporting with separate payment deadlines and average collection times. There
are no significant concentrations of risk. The other receivables are mainly receivables from the tax
authorities and public administrations, lease instalments paid early and advances paid for services
which therefore carry a limited credit risk.

The financial assets are recognised net of write-downs calculated based on counterparty default risk.
This is determined according to procedures that can involve both write-downs of individual
positions, if they are individually significant, and for which there is an objective condition of total
or partial non-collectability, or on collective write-downs based on historical and statistical data.
Furthermore, the book value of the financial assets represents the Company’s maximum exposure to
credit risk.

3.2 Liquidity Risk

Liquidity risk is the risk of failure to fulfil contractual obligations. The contractual obligations
consist of discharging financial liabilities within the deadlines that have been set. Liquidity risk
management is the management of incoming funds, guaranteeing a balance between cash inflows
and outflows and thereby minimizing the cost of financial management. This translates into
procuring financial resources sufficient to maintain the company’s financial structure streamlined,
reducing that cost to the minimum level (in terms of financial expenses). Liquidity risk is limited
by:

- cash flows from operations: optimal management of incoming cash flows from normal

operations as compared to cash outflows;

- usage of short-term loans (hot money);

- usage of committed credit lines: these are credit lines that pools of banks commit to having
available for the Company until maturity;

- usage of non-committed financial assets only for funding purposes;

- usage of medium/long-term loans able to maintain the Company’s ordinary and other
operations; the usage of this type of resource requires constant monitoring of expirations of
financial debts as well as contingent market terms and conditions.

The liquidity risk consists of the possible difficulty of obtaining financial resources at an acceptable
cost in order to conduct normal operating activities. The factors that influence liquidity risk refer
both to resources that are generated or absorbed by current operations as well as to those that are
generated or absorbed by investments and financing, the latter referring to repayment schedules or
accessing short and long-term financial loans and the availability of funds in the financial market.
The financial structure in its entirety is constantly monitored by the Company to ensure coverage of
its liquidity needs. Below is the Company's financial structure by deadline for the years and at 28
February 2018 and 28 February 2017:
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(Amounts in thousands of Euros)

Balance as at 28 - Over
February 2018 Within 12M Between 12M and 60M 60M Total
Financial liabilities 47,479 6,961 40,518 - 47,479
Other financial liabilities 19,668 7,473 12,195 - 19,668
Total 67,147 14,434 52,713 - 67,147
(Amounts in thousands of Euros)
Balance as at 28 o Over
February 2017 Within 12M  Between 12M and 60M 60M Total
Financial liabilities 31,780 5,984 25,796 - 31,780
Other financial liabilities 6,845 2,418 4,427 - 6,845
Total 38,625 8,402 30,223 - 38,625

3.3 Market Risk

3.3.1 Interest rate risk

The Company uses external financial resources in the form of debt and available liquidity from
bank deposits. Changes in the market interest rate levels influence the cost and return of various
forms of financing and usage, thereby affecting the level of the Company's financial income and
expenses.

To address these risks, the Company has stipulated with a pool of banks derivative contracts
consisting of interest rate swaps (IRS) in order to mitigate the potential effect of changes in the
interest rates on the economic result, with economically acceptable terms and conditions.

The interest rate swaps in existence as at 28 February 2018 were stipulated following the conclusion
of a loan contract with a pool of banks, led by Banca IMI S.p.A. On 12 February 2018 following the
closing which took place on 9 January 2018, the date on which the loan agreement known as the
Senior Facilities Agreement was concluded (the “Loan Agreement”), new interest rate swaps
associated with the term loan current supplied by the pool were concluded.

(Amounts in thousands

Nominal value as at Fair value as at
of Euros)
. Stipulated  Expires 28 February 28 February 28 February 28 February
Derivative contracts on on 2018 2017 2018 2017
Interest  Rate  SWaps 151051018 09/01/2023 50,000 - 250

(IRS)

The interest rate swaps, which satisfy the requirements of IAS 39, are recognised using the hedge
accounting method. The amount recognised in equity under the cash flow hedge reserve is equal to
€191 thousand (negative) as at 28 February 2018 and zero as at 28 February 2017.

Sensitivity Analysis

The exposure to interest rate risk was measured by means of a sensitivity analysis that indicates the
effects on the income statement and on shareholders' equity arising from a hypothetical change in
market rates which discount appreciation or depreciation equal to 50 BPS compared to the forward
rate curves as at 28 February 2018.

Effect of changes on financial expenses - income statement
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To address the risk of changes in interest rates, the Company has stipulated with a pool of banks
derivative contracts consisting of interest rate swaps in order to mitigate, under economically
acceptable terms and conditions, the potential effect of changes in the interest rates on the economic
result. A change in the interest rates, from a hypothetical change in market rates which respectively
discount appreciation and depreciation of 50 BPS, would have resulted in an effect on financial
expenses for 2018 as follows below.

(Amounts in thousands of Euros) - 50 bps + 50 bps

As at 28 February 2018 11 (12)

Note: the positive sign indicates a higher profit and an increase in equity; the negative sign indicates a lower profit and a decrease in equity.

We note that the sensitivity analysis arising from a hypothetical change in the market rates which
respectively discount appreciation and depreciation equal to 50 BPS, takes into account the hedges
established by the Company.

We note that for the purposes of this analysis, no hypothesis has been made relative to the effect of
the amortised cost.

Effect of a change in the cash flow hedge- shareholders' equity reserve

The impact on the fair value of IRS derivatives arising from a hypothetical change in interest rates
is summarized in the table below.

(Amounts in thousands of Euros) - 50 bps + 50 bps

Sensitivity analysis as at 28 February 2018 ) 2

3.3.2 Currency Risk

The company is exposed to currency risk, which is the risk connected to fluctuations in the
exchange rate of two currencies, mainly due to importation of merchandise. This risk is considered
irrelevant for the Company since the volume of the transactions in a foreign currency is not
significant; in any case the Company covers the estimated exposure to currency rate fluctuations
related to the main transactions anticipated in the short term concerning merchandise imports which
require payment to suppliers in United States dollars, using forward contracts for United States
dollars. The fair value of the forward instruments in existence as at 28 February 2018 is negative at
Euro 61 thousand. The effects of these derivative financial instruments used for hedging purposes
were recognised in the income statement, as they do not comply with all the requirements set forth
in IAS 39 for hedge accounting.

Sensitivity Analysis

Exposure to credit risk was measured by means of a sensitivity analysis that indicates the effects on
the income statement and shareholders' equity from a hypothetical appreciation (depreciation) of the
Euro on the United States dollar.

This analysis assumes that all other variables, interest rates in particular, are unchanged and does
not consider the effects of sales and purchases.

A change in the currency rates, from a hypothetical change in market rates which respectively
discounts appreciation and depreciation of 50 BPS, would have resulted in an effect on financial
expenses as shown below.
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(Amounts in thousands of Euros) Profits/(losses) for the year ended 28 February 2018

appreciation depreciation

USD (5% change) ?3) 3

3.4 Fair value estimates

The fair value of the financial instruments listed on an active market is based on market prices as at
the balance sheet date. The fair value of the instruments which are not listed on an active market is
determined by using valuation techniques which are based on a series of methods and assumptions
which are connected to market conditions as at the balance sheet date.

The classification of the fair value of financial instruments based on the following hierarchical
levels is set out below:

- Level 1: fair value determined based on listed prices (not adjusted) on active markets for
identical financial instruments;

- Level 2: fair value determined using valuation techniques that refer to variables that are
observable on active markets;

- Level 3: fair value determined using valuation techniques that refer to variables that are not
observable on active markets.

Financial instruments measured at fair value are classified at level 2 and the general criterion used
to calculate them is the current value of future cash flows provided for the instrument constituting
the object of the measurement.

The liabilities relative to the bank indebtedness are measured using the amortised cost criterion.
Trade payables and receivables are measured at their book value, net of any provision for bad debts,
as this is considered to be close to the current value.

The table below separates financial assets and liabilities by category as at 28 February 2018 and 29
February 2017:

(Amounts in thousands of Euros) Year ended 28 February 2018
Loans and Fair value of
- hedging Other liabilities  Total
receivables .
instruments

Financial assets not designated at fair value

Cash and cash equivalents 60,209 - - 60,209
Trade receivables 40,366 - - 40,366
Other assets 27,460 - - 27,460
Financial assets designated at fair value

Other assets 56 56
Financial liabilities not designated at fair value

Financial liabilities - 47,479 47,479
Trade payables - 410,086 410,086
Other liabilities - 163,150 163,150
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Other financial liabilities - 19,345 19,345
Financial liabilities designated at fair value
Other financial liabilities - 323 - 323
(Amounts in thousands of Euros) Year ended 28 February 2017
Loans and Fair value_ of Other
receivables - hedging liabilities Total
instruments
Financial assets not designated at fair value
Cash and cash equivalents 36,666 - - 36,666
Trade receivables 35,203 - - 35,203
Other assets 15,968 - - 15,968
Financial assets designated at fair value
Other assets - 53 - 53
Financial liabilities not designated at fair value
Financial liabilities - - 31,780 31,780
Trade payables - - 334,546 334,546
Other liabilities - - 140,348 140,348
Other financial liabilities - - 6,838 6,838
Financial liabilities designated at fair value
Other financial liabilities - 7 - 7

4 INFORMATION ON OPERATING SEGMENTS

The operating segment identified by the Company which encompasses all services and products
provided to customers, is unique and consists of the entire company. As the Company is a single
channel business, there is only one Strategic Business Unit ("SBU"). The management has also
identified within the SBU three Cash Generating Units ("CGUs") to which goodwill has been
allocated. This approach is supported by the control model for operations by the company
management which considers the entire operation as a whole, regardless of the product lines or
geographic locations which are considered to be insignificant in terms of decision-making.

The operating segment’s results are measured by analysing trends of revenue and gross operating
profit or loss.

(in thousands of Euros and as a percentage of revenues) Year ended

28 February 2018 28 February 2017
Revenue 1,835,518 1,660,495
GROSS OPERATING PROFIT 44,349 38,084
% of revenues 2.4% 2.3%
Depreciation, amortisation and write-downs (27,346) (17,958)
OPERATING PROFIT 17,003 20,126
Financial income 299 358
Financial expenses (7,920) (6,222)
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PROFIT BEFORE TAX 9,382 14,262
Income taxes (861) (2,675)
PROFIT/(LOSS) FOR THE YEAR 8,521 11,587

The impact of the gross Profit/(loss) on Revenues rose from 2.3% for the year ended 28 February
2017 to 2.4% for the year ended 28 February 2018, with the increase mainly due to the increase in
sales volumes.

The table below contains a breakdown of revenue by product category and service offered:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Grey 850,908 798,791
White 486,163 421,929
Brown 332,199 301,370
Other 101,159 79,855
Services 65,089 58,550
Total 1,835,518 1,660,495

The table below contains a breakdown of the revenues per geographical area:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Abroad 7,540 7,000
Italy 1,827,978 1,653,495
Total 1,835,518 1,660,495

The revenues are attributed based on the invoicing in Italy/abroad.

Non-current assets in countries other than those in which the Company has branches are not
recognised.

5 NOTES TO THE INDIVIDUAL BALANCE SHEET ITEMS

5.1 Plant, machinery, equipment and other assets

Below is the balance of the item "Plant, machinery, equipment and other assets" by category as at
28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Amounts as at 28 February 2018 Amounts as at 28 February 2017

Accumulated Accumulated

Hi . Amortisation Net book Historical Amortisation Net book
istorical cost

and value cost and value

Depreciation Depreciation
Plant and machinery 122,078 (88,848) 33,230 107,488 (81,711) 25,777
Equipment 18,445 (14,269) 4,176 17,085 (13,622) 3,463
Other assets 164,523 (129,447) 35,076 147,436 (120,766) 26,670
Tangible assets under construction 2,232 - 2,232 4912 - 4912
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Total plant, machinery,

- 307,278 (232,564) 74,714 276,921 (216,099) 60,822
equipment and other assets

The change in the item “Plant, machinery, equipment and other assets” for the period from 29
February 2016 to 28 February 2018 is shown below:

Tangible assets

(Amounts in thousands of Euros) ;Li%tl r?:rcil Equipment  Other assets coanTrcljJecl:[ion Total
and payments
on account

Balance as at 29 February 2016 21,891 3,605 23,210 2,817 51,523
Increases 9,588 718 11,078 4,451 25,835
Decreases (13) (181) (81) (2,356) (2,631)
Amortisation, depreciation and write downs/(write backs) (5,702) (843) (7,605) - (14,150)
Decreases in Amortisation, Depreciation Provision 13 164 68 - 245
Balance as at 28 February 2017 25,777 3,463 26,670 4,912 60,822
Increases 13,905 1,365 15,857 1,774 32,901
Business unit acquisitions 685 1,242 1,927
Decreases 0 (5) (10) (4,454)  (4,469)
Amortisation, depreciation and write downs/(write backs) (7,137) (651) (8,693) - (16,481)
Decreases in Amortisation, Depreciation Provision 4 10 14
Balance as at 28 February 2018 33,230 4,176 35,076 2,232 74,714

In the year ended 28 February 2018, the Company made investments net of decreases in the
category "Assets under construction™ of €30,374 thousand.

In particular, the investments were mainly: (i) interventions for restructuring of selected points of
sale costing €5,784 thousand through the restyling of the layouts and reduction or expansion of the
sales surface area; (ii) investments for the opening and acquisition of new points of sale in new
consumer areas considered to be strategic or in areas which were not sufficiently covered by the
current portfolio of stores and refurbishing of the sales outlets from the Andreoli S.p.A. and Cerioni
S.p.A. business units costing €13,487 thousand; (iii) investments in relocating existing points of
sale in consumer areas considered to be more strategic costing €812 thousand; (iv) minor
maintenance interventions of an extraordinary nature and renewal of the furniture in various points
of sale costing €6,043 thousand; (v) investments in a new data centre and other tangible
infrastructures costing €1,421 thousand and (vi) a contribution resulting from the acquisition of 21
sales outlets belonging to the Andreoli S.p.A. business unit and from the acquisition of 19 sales
outlets belonging to the Cerioni S.p.A. business unit costing €1,927 thousand.

The new financial leases are equal to €2,655 thousand and of these €198 thousand referred to
electronic machines and €2,457 thousand to furniture and furnishings.

Note that the acquisition of the 21 sales outlets belonging to the Andreoli S.p.A. business unit and
the 19 sales outlets belonging to the Cerioni S.p.A. business unit were configured as business
combinations and therefore came under the scope of IFRS 3. As required by the principle, the
tangible assets were measured and recorded at their fair value on the acquisition date, which meets
the requirements under 1AS 16.
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The Company used internal techniques to measure this fair value, with the estimated value of the
assets acquired standing at €1,927 thousand. The amortisation and depreciation was calculated
based on the depreciation rates adopted for the respective category.

The values and useful life were reflected in the Financial Statements from the date of the acquisition
of control by Unieuro, namely 17 May 2017, of the Andreoli sales outlets and from 31 October
2017 for the progressive acquisition of the 19 Cerioni sales outlets. For further details, see note 5.28
“Business unit combinations”

The item "Amortization and write-downs (write backs)" of €16,4810 thousand includes €15,498
thousand in depreciation and €983 thousand of write-downs and write backs. The write-downs
mainly refer to stores for which onerous leases were identified, while the write backs refer to stores
with a significant improvement in their economic results, so that the lease was no longer considered
onerous, and therefore previously written down assets were written back.

In the year ended 28 February 2017, the Company made investments net of decreases in the
category "Assets under construction™ of €23,479 thousand.

In particular, the investments were mainly: (i) interventions for restructuring of selected points of
sale costing €9,271 thousand through the restyling of the layouts and reduction of the sales surface
area; (ii) investments for the opening of new points of sale in new consumer areas considered to be
strategic or in areas which were not sufficiently covered by the current portfolio of shops costing
€3,300 thousand; (iii) investments in relocating points of sale existing in consumer areas considered
to be more strategic costing €3,198 thousand (iv) energy efficiency projects and other minor
maintenance interventions of an extraordinary nature and renewal of the furniture in various points
of sale costing €1,858 thousand and (v) investments in servers and printers and other tangible
infrastructures costing €5,852 thousand.

The new financial leases are equal to €3,440 thousand and of these €1,261 thousand referred to
electronic machines and €2,179 thousand to furniture and furnishings.

The item "Amortization and write-downs (write backs)" of €14,150 thousand includes €13,312
thousand in depreciation and €838 thousand of write-downs and write backs. The write-downs
mainly refer to stores for which onerous leases were identified while the write backs refer to stores
with a significant improvement in their economic results, so that the lease was no longer considered
onerous, and therefore previously written down assets were written back. The item also includes
write-downs of assets existing at the Oderzo (TV) point of sale following a fire that took place on
25 February 2017.

The item “Plant, machinery, equipment and other assets” includes assets held under financial leases
consisting mainly of furnishings, energy saving lighting installations, air conditioning installations,
servers, computers and printers. These assets are guaranteed by the lessor until the residual amount
due is fully paid. For further details on the amount of the debts to the leasing company, see note
5.13 “Other financial liabilities.”

5.2 Goodwill

The breakdown of the item “Goodwill” as at 28 February 2018 and as at 28 February 2017 is shown
below:

(Amounts in thousands of Euros) Year ended
28 February 2018 28 February 2017
Goodwill 167,549 151,396
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Total Goodwill 167,549 151,396

The change in the “Goodwill” item for the period from 29 February 2016 to 28 February 2018 is
shown below:

(Amounts in thousands of Euros) Goodwill
Balance as at 29 February 2016 151,396
Acquisitions

Werite-downs -
Balance as at 28 February 2017 151,396
Acquisitions 16,153
Increases -
Werite-downs -
Balance as at 28 February 2018 167,549

The value of goodwill at 28 February 2018, equalling €167,549 thousand, increased over the year
ended 28 February 2017 by €16,153 thousand. The increase relates to the following operations: (i)
for €10,500 thousand to the acquisition of a business unit from Andreoli S.p.A., composed of 21
sales outlets and (ii) for €5,653 thousand to the acquisition of a business unit from Cerioni S.p.A.,
composed of 19 sales outlets.

It should be noted that, at the time of acquisition, Unieuro availed itself of the right provided under
IFRS 3 to carry out a provisional allocation of the cost of business combinations at fair value of the
acquired assets, liabilities and contingent liabilities assumed. If new information obtained during
one year from the acquisition date, relating to facts and circumstances existing at the acquisition
date, leads to adjusting the amounts indicated or any other fund existing at the acquisition date,
accounting for the acquisition will be revised. Significant variations on what already have been
accounted are not expected. For more details about the transactions, see note 5.28 "Business unit
combinations".

The value of goodwill to 28 February 2017 refers to: (i) the contribution from the merger by
incorporation of the former Unieuro which took place on 26 February 2016. The contribution of
€32,599 thousand is mainly composed of the allocation of the deficit generated by the incorporation
transactions involving the former Unieuro S.p.A., Unieuro Campania S.r.l. and Trony Pordenone
S.r.l., into Brunello S.p.A. (later renamed Unieuro S.r.l.) made by the former Unieuro in the
company’s financial year ending 30 April 2004, and (ii) of €194 thousand, on the adjustment of the
price calculated in relation to the acquisition of the business unit Dixons Travel, which was
concluded on 11 February 2015 and paid for on 10 September 2015. The unit consists of 8 stores, of
which 5 are in the Rome-Fiumicino airport, 2 are in Milan-Malpensa and 1 inside Milan-Linate
airport and deals with retail sale of electronic products and accessories, (iii) for €94,993 thousand
from the merger by incorporation of the Marco Polo S.r.l. in Marco Polo Holding S.r.l. and the
simultaneous reverse merger of Marco Polo Holding S.r.lI. into Unieuro, that took place during
2006, (iv) for €9,925 thousand from mergers by incorporation of Rialto 1 S.r.l. and Rialto 2 S.r.l.,
which occurred during 2010, (v) for €8,603 thousand from the merger of Marco Polo Retail S.r.1.
into Unieuro during 2009, and (vi) for €5,082 thousand from other minor mergers and acquisitions
of business units.

It should also be noted that, in the previous year ended 28 February 2017, no changes took place in
the item in question.

5.2.1 Impairment test
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Based on the provisions of international accounting standard IAS 36, the Company should carry out
a check, at least once a year, to ensure the recoverability of the value of the goodwill through an
impairment test, comparing the carrying amount of the Cash Generating Units (“CGU”) to which
the goodwill is allocated with the recoverable value. The value in use has consistently been adopted
as the recoverable value in relation to market volatility and the difficulty of collecting information
related to determining fair value.

The goodwill impairment test prepared by the Company for each CGU was approved by the
Company's Board of Directors on 26 April 2018. In the elaboration of the impairment test the
Directors used an appropriate report provided by a consultant under specific assignment of the
Company.

IAS 36 identifies the CGUs as the smallest groups of assets that generate incoming cash flows. The
financial flows resulting from the CGUs identified should be independent of one another, because a
single Unit must be able to be autonomous in the realisation of incoming cash flows, but all the
assets within the Unit should be interdependent. Pursuant to IAS 36 the correlation that exists
between the goodwill acquired during the business combination and the CGUs takes shape. In
effect, at the time of the acquisition of the goodwill, it must be allocated to the CGU or the CGUs
which are expected to benefit the most from the synergies of the combination. In this sense, the
decisions linked to the definition of these synergies strongly depend on the Company's strategic
organisation models, the commercial purchase and sales decisions which, specifically, disregard the
number of sales points, which do not enjoy decision-making autonomy.

The operating sector identified by the Company into which all the services and products supplied to
the customer, converge coincides with the entire Company. The Company's corporate vision as a
single omnichannel business ensures that the Company has identified a single Strategic Business
Unit (SBU). Within the SBU the Company has identified three CGUs to which the goodwill was
allocated. This approach is supported by the operating control model by the corporate management
which considers the entire activity uniformly, disregarding the product lines or geographic locations
whose division is not considered significant for the purpose of taking corporate decisions.

The Company identified three CGUs to which the goodwill was allocated:
- Retail,
- Wholesale;
- B2B.

The three units benefit from shared resources, like administration, back office and logistics, but
each of them features a different expected growth, with different risks and opportunities and with
specific features which cannot be provided in the other CGUSs.

The Retail CGU relates to all financial flows coming from the Retail, Online and Travel distribution
channels. The Online and Travel channels are included in the Retail CGU because the website uses
the sales points for the delivery of goods and also often for the supply of products to customers,
while the Travel channel includes sales points located at the main public transport hubs.

The Wholesale CGU relates to the distribution channel at affiliated sales points (shops that are not
owned, but which use the “Unieuro” or “Unieuro City” brand).

The B2B CGU relates to the wholesale supply of products under the scope of the business-to-
business channel.

The allocation of goodwill to the three CGUs took place in line with the specific activity of the
individual CGU in order to include the best exploitation of internal and external synergies in the
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business model used. The allocation took place based on the relative fair values as at 28 February
2014. As described previously, the Company opted for identifying the value in use to determine the
recoverable fair value. The value in use is calculated through an estimate of the current value of the
future financial flows that the CGUs could generate.

The source of the data on which the assumptions are made for determining the financial flows are
the final balances and the business plans.

The Business Plan used for the impairment test referring to the financial year ending 28 February
2018 was originally approved by the Board of Directors on 12 December 2016 and successively
updated by the Board of Directors on 17 April 2018. The Business Plan underlying the impairment
test was prepared taking into account recent business performance. Specifically, the stocktaking
data refererred to the period ending 28 February 2017 and 28 February 2018 have been taken into
consideration, the budget for the period ending 28 February 2019 was elaborated and, as a result,
the financial data until 28 February 2023 was updated.

The reference market growth estimates included in the business plan used for the impairment test at
28 February 2018 are based, among other things, on external sources and on the analyses conducted
by the Company with the support of a leading consulting firm. In this regard, note that based on the
market sources used by the Company, the Italian market of traditional consumer electronics
channels (i.e. excluding internet channels) was estimated as slightly down in the period 1 January
2016 — 31 December 2021, while the Online channel is expected to grow.

In spite of the claims in the market sources the performance of traditional consumer electronics
channels is estimated as slightly negative, with growth only forecast for the Online channel. The
business plans use a positive growth rate for the impairment tests, higher and challenging compared
with the reference market growth forecast. The Company actually registered record positive
performances and its growth is not, in the opinion of the Company Directors, directly related to
market trends. The Company therefore anticipates continuing to maintain positive performances in
the future irrespective of the performance of the reference market. Specifically, the Company
projects growth, in line with its strategy, thanks to its ability to increase its customer base, promote
and foster complementary services and increase its market penetration compared with competitors.
Also note that, in previous financial years the Company largely reached the targets which were
approved during the preparation of the plans underlying the impairment test.

Taking the above into account, the main assumptions underlying the anticipated cash flow
projections involve the:
(iv)  CGU Retail: sales are taken as growing over the reference time frame;

(v) CGU Wholesale: growing sales as a result of the development of the assets of existing
affiliates and the acquisition of new affiliates;

(vi) CGU B2B: sales constant during the reference time frame.

The evaluation assumptions used for determining the recoverable value are based on the above-
mentioned business plans and on several main hypotheses:
- the explicit period to be adopted for the business plan is 5 years;

- terminal value: actualisation of the latest plan explicit estimate period. It should be stressed
that a long-term growth rate "g" equal to 0% was envisaged because the result that the
company will manage to achieve in the last financial year of the business plan was

considered stable over a period of time;
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- the discount rate applied to the various cash flows (WACC - weighted average cost of
capital) for the CGUs analysed is 10,50%.

The discount rate (or actualisation rate) applied is the rate which reflects the current evaluations of
the market, the time value of money and the specific risks of the asset. For the purpose of
calculating the discount rate there must be consistency between the parameters used and the
reference market of the Company and consistency between the Company's operating activities and
incoming flows. All the parameters used for calculating the actualisation rate should be used in the
corporate context, so that it expresses "normal™ conditions over a medium-/long-term time span.
The estimation procedure adopted for defining the parameters determining the WACC is reported
below:

- Risk-free rate (rf) — The risk-free rate adopted is equal to the 6-month average (compared
with the reference date) of the returns of the ten-year government bonds (BTP) issued by the
Italian government. The adoption of the average figure makes it possible to compensate for
possible short-term distorting dynamics.

- Equity risk premium (rm — rf) — The equity risk premium, which represents the yield spread
(historical and long-term) between equity securities and debt securities on financial markets,
was determined with reference to the Italian market.

- Beta (B) — The beta, which indicates the regression coefficient of a straight line which
represents the relationship between the rate of return offered by the security and that of the
overall market, was calculated on the basis of a panel of listed companies operating mainly
or exclusively in the sale of consumer electronics, through a combination of sales channels
(in store and online sales, in the majority of cases alongside wholesale and/or business-to-
business sales).

- Specific risk premium (o) - An additional premium was applied in order to take into account
potential risks relating to the implementation of the corporate strategy in the reference
market context also taking into consideration the size of the Company compared with
comparable businesses identified.

- Cost of debt capital iq (1-t) - The cost of debt of a financial nature was estimated as equal to
the average 6-month 10-year Euro Swap Rate (compared with the reference date), plus a
spread. The corporate tax rate in force in Italy :(IRES) was adopted as the tax rate (t).

- Financial structure - A debt/equity ratio calculated based on the average figure expressed at
the reference date by the panel of comparable companies selected was adopted.

There were no differences in calculating these parameters between the external sources used and the
value used for the purpose of the test.

The Company has a well-established history of operating on the market and, to date, there has been
no evidence of anything that would suggest an interruption to activities in the medium-/long-term.
Based on these considerations it is reasonable to assume the business is a going concern in
perpetuity.

The operating cash flow used for the purpose of calculating the terminal value was calculated on the
basis of the following main assumptions:

- EBITDA - During the estimation of the terminal value, an amount of revenues equal to the
level projected for the last year of the plan was considered. For the purpose of estimating
sustainable EBITDA in the medium-/long-term the EBITDA margin equal to the average
figure in the plan was applied to the revenues identified in order to reflect the competitive
dynamics featured in the reference sector. For the Company overall, this latter figure is
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located within the current range expressed by the estimates of the analysts relating to the
panel of comparable companies used to determining the WACC.

- Investments in fixed assets and amortisation and depreciation - Annual investments were
estimated as equal to investments in fixed assets projected for the last year of the plan.
Annual amortisation and depreciation were in line with these investments, assuming that the
investments were mainly maintenance and/or replacements.

- Net working capital and Funds - In line with the theory of growth in perpetuity at a g rate
equal to 0%, there were no theories of variations in the items that make up NWC and the
other funds in the long-term.

Below is a summary table containing the basic assumptions (WACC and g) and the percentage
value attributed to the terminal value compared with the recoverable value of the Company's three
CGUs relating to the analyses of the impairment tests conducted with reference to 28 February
2018.

as at 28 February 2018 WACC g Terminal Value (TV) Recoverable Amount (RA) 9% TV over RA
(Amounts in millions of Euros)

CGU Retail 10.50% 0.0% 207.8 363.7 57.1%
CGU Wholesale 10.50% 0.0% 350.1 58,2 60.3%
CGU B2B 10.50% 0.0% 16.0 24.14 66.2%

The results of the impairment tests as at 28 February 2018 are given below:

as at 28 February 2018 Carrying Amount (CA) Recoverable Amount (RA) RA compared with CA
(Amounts in millions of Euros)

CGU Retail EUR/mIn 40.5 363.7 323.2
CGU Wholesale EUR/mIn 4.3 58.2 53.8
CGU B2B EUR/mIn (5.7) 24.1 29.8

Based on the estimates made there was no need to adjust the value of the goodwill recorded.
Note that the carrying amount of the CGU B2B as at 28 February 2018 was negative as a result of
the negative net working capital allocated to the CGU B2B.

The carrying amount does not include entries of a financial nature. Assets and liabilities for deferred
taxes are also excluded because the theoretical tax rate was used for the purpose of estimating taxes
when calculating the cash flows.

As set out in IAS 36, the appropriate sensitivity analyses were also conducted to test the recoverable
value of the goodwill as the main parameters used, such as the change in the percentage of
EBITDA, WACC and the growth rate, vary.

The results are given below in terms of the difference between the recoverable amount and the
carrying amount for the CGUs subject to impairment tests as at 28 February 2018, the sensitivity
analysis conducted assuming a percentage reduction in EBITDA, in the years of the explicit
forecast and in the terminal value, up to a maximum of -20%:

as at 28 February 2018 Terminal plan EBITDA

(Amounts in millions of Euros)

RA Sensitivity Difference compared with CA 0.0 (5.0%) (10.0%) (15.0%) (20.0%)
CGU Retail 323.2 299.2 275.2 251.3 227.3
CGU Wholesale 53.8 50.9 479 45.0 42.0
CGU B2B 29.8 28.4 27.0 25.7 24.3
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Below is the breakdown of the stress test which identifies the values for the following parameters:
(i) EBITDA (gross operating profit, percentage change over the years of the plan and in the terminal
value), (ii) g and (iii) WACC sensitised separately compared with the basic scenario, the differential
between the recoverable value and the carrying amount is, all things being equal, zero.

Parameter / CGU Retail Wholesale B2B
EBITDA % change (Plan and TV) (65.5%) (91.1%) (104.5%)
g factor n.a.® n.a. @ n.a.®
WACC 79.5% 160.4% n.a. ®

(2) For some of the parameters selected, taking into consideration the configuration of the cash flows on which the calculation of the
recoverable amount and/or the value of the carrying amount was based, there is no reasonable value identified for the parameter for which
the recalculated sum for the recoverable amount corresponds to the respective value of the carrying amount.

Lastly, the Company has developed another analysis simulating the impacts on the recoverable
amount of the CGU Retail in the event of excluding the planned opening of new sales points over
the span of the business plan. The results of the analysis conducted are given below:

as at 28 February 2018 Carrying Recoverable Amount  pa compared with CA
(Amounts in millions of Euros) Amount (CA) (RA)
CGU Retail EUR/mIn 40,5 306,0 265,5

It should be pointed out that the parameters and information used for verifying the recoverability of
the goodwill are affected by the macroeconomic, market and regulatory situation, and by the
subjectivity of several projections of future events which may not necessarily take place, or which
could take place differently from how they were projected, and therefore unforeseen changes could
occur. Unfavourable and unpredictable changes to the parameters used for the impairment test
could, in future, result in the need to write-down the goodwill with consequences to the results and
the operating results, financial position and cash flows of the Company.

5.3 Intangible assets with a finite useful life

The balance of the item “Intangible assets with a finite useful life” is given below, broken down by
category as at 28 February 2018 and as at 28 February 2017:

(Amounts in thousands of Euros) Amounts as at 28 February 2018 Amounts as at 28 February 2017
Accumulated Accumulated
Historical Amortisation Net book  Historical Amortisation Net book
cost and value cost and value
Depreciation Depreciation
Software 46,112 (35,305) 10,807 40,599 (31,540) 9,059
Concessions, licences and brands 7,407 (6,176) 1,231 7,407 (5,751) 1,656
Key Money 5,710 (398) 5,312 - - -
Intangible fixed assets under construction 1,071 1,071 1,093 - 1,093

Total intangible assets with a finite useful

life 60,300 (41,879) 18,421 49,099 (37,291) 11,808

The change in the item "Intangible assets with a finite useful life" for the period from 29 February
2016 to 28 February 2018 is given below:
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(Amounts in thousands of Euros)

Concessions, Intangible fixed

Software licences and M oﬁg assets ungler Total
brands construction

Balance as at 29 February 2016 8,673 2,340 - 184 11,197
3,507 3 - 909 4,419

Increases
Decreases - - -
Amortisation, depreciation and write downs/(write backs) (3,121) (687) - - (3,808)
Decreases in Amortisation, Depreciation Provision - - -
Balance as at 28 February 2017 9,059 1,656 - 1,093 11,808
Increases 5513 1 3,320 1,071 9,905
Business unit acquisitions - - 2,390 - 2,390
Decreases - - (1,093) (1,093)
Amortisation, depreciation and write downs/(write backs) (3,765) (426) (398) - (4,589)
Decreases in Amortisation, Depreciation Provision - - - -
Balance as at 28 February 2018 10,807 1,231 5,312 1,071 18,421

Regarding the year ended 28 February 2018, the total increases of €11,202 thousand mainly relate
to the “Software” category for €5,513 thousand, and to the “Key money” category for €5,710
thousand.

The increases relating to the “Software” of €5,513 thousand, are mainly attributable to: (i) new
software and licences, (ii) costs incurred for the development and updating of the website
www.unieuro.it and (iii) costs incurred for extraordinary operations on existing management
software.

The increases relating to the category “Key money” of €3,320 thousand refer to the payment of Key
money for the lease agreements concluded during the year for the Euroma2 sales outlet, the sales
outlet located in Brescia and the sales outlet located in Modena which opened in December 2017.
Amortisation is calculated pro-rata temporis on a straight-line basis depending on the term of the
lease contract.

The investments relating to the acquisitions of the business units in the “Key money” category for
€2,390 thousand refer to the acquisition of the 21 sales outlet belonging to the Anderoli S.p.A.
business unit and the 19 sales outlets belonging to the Cerioni S.p.A. business unit. These
transactions are configured as business combinations and come under the scope of IFRS 3. As
required by the principle, the intangible assets were recorded separately from goodwill and recorded
at their fair value on the acquisition date, which meets the requirements under 1AS 38. Amortisation
is calculated pro-rata temporis on a straight-line basis depending on the term of the lease contract.
The values and useful life were reflected in the Financial Statements from the date of the acquisition
of control by Unieuro, namely 17 May 2017, of the Andreoli sales outlets and from 31 October
2017 for the progressive acquisition of the 19 Cerioni sales outlets. For further details, see note 5.28
“Business unit combinations”

For the measurement of the fair value of the Key money the company enlisted external consultants
with proven experience which, using assessment methods in line with the best professional
practices, estimated the value of the Key money.

Increases in fixed assets under construction are related to the implementation of new software.

With regard to the financial year ended 28 February 2017, increases total €4,419 thousand and
relate to the "Software" category for €3,507 thousand, to the "Concessions, licences and brands"
category for €3 thousand and to the "Intangible fixed assets under construction” category for €909
thousand.
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Investments relating to the "Software" category are mainly due to new software and licences, and
costs incurred for the development and updating of the www.unieuro.it website for €3,507
thousand. Increases in fixed assets under construction relate to the implementation of new software.

5.4  Deferred tax assets and deferred tax liabilities
The change in the item "Deferred tax assets” and the item "Deferred tax liabilities™ for the period

from 28 February 2017 to 28 February 2018 is given below:

Deferred tax assets

(Amounts in thousands

of Euros) Bad debt Deferred

rovision - Provision Other Net tax Tor:Ztl
P Obsolescence  Tangible Intangible Capital  for risks deferred assets
amount due L current . deferred
Provision assets assets Reserves and PO tax relatlng
from liabilities tax
. charges assets to tax
SUpp'IErS | assets
0SSes
Balance as at 29 957 1,256 848 5,282 871 1529 10,143 20,886 8026 28912
February 2016 : ’ : ' , ’ ’
Contribution from
merger
fr::‘l’r'f‘c'ggfsg't:fjﬁfeft (119) 354 38 (546) . (403)  (3,496) (4,172 4,726 554
Provision/Releases to
the Comprehensive - - - - (28) - - (28) - (28)
Income Statement
Balance as at 28 838 1,610 886 4,736 843 1,126 6,647 16,686 12,752 29,438
February 2017
provision/Releases to (14) 878 21 (446) 237 (3025 (2,349) 2975 626
Provision/Releases to
the Comprehensive - - - - 41 - - 41 - 41
Income Statement
Balance as at 28 824 2,488 907 4,290 884 1,363 3622 14378 15727 30,105

February 2018

The balance at 28 February 2018, equal to €30,105 thousand, is mainly composed of: (i) €10,400
thousand in temporary differences mainly due to goodwill, other current liabilities and the
obsolescence provision; (ii) €15,727 in deferred tax assets recorded on tax losses. The change in the
item deferred tax assets recorded in the financial year is mainly related to:

- the release to the income statement of the deferred tax assets relating to other current
liabilities;
- the provision of €2.975 thousand in deferred tax assets relating to tax losses.
The balance as at 28 February 2017, equal to €29,438 thousand, is composed mainly of €6,647
thousand from deferred tax assets recorded in other current liabilities, composed of deferred income
for guarantee extension services, deferred tax assets recorded on tax losses of €12,752 thousand and

deferred tax assets recorded on goodwill of €4,736 thousand. The change in the item deferred tax
assets recorded in the last financial year is mainly related to:

- the release to the income statement of the deferred tax assets relating to other current
liabilities;

- the provision of €4,726 thousand in deferred tax assets relating to tax losses.
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Note that the tax losses still available as at 28 February 2018 are equal to €399,229 thousand (tax
losses available as at 28 February 2017 stood at €408,940 thousand).

In calculating deferred tax assets, the following aspects were taken into consideration:

- the tax regulations of the country in which the Company operates and the impact on the
temporary differences, and any tax benefits resulting from the use of tax losses carried over
taking into consideration their possible recovery over a time frame of three years;

- the forecast of the Company's earnings in the medium and long-term.

On this basis the Company expects to generate future taxable earnings and, therefore, to be able,
with reasonable certainty, to recover the deferred tax assets recorded.

Deferred tax liabilities

(Amounts in thousands of Euros)

Intangible assets

Total net deferred taxes

Balance as at 29 February 2016 269 269
Provision/Releases to the Income Statement 53 53
Provision/Releases to the Comprehensive Income Statement - -
Balance as at 28 February 2017 322 322
Provision/Releases to the Income Statement 308 308
Provision/Releases to the Comprehensive Income Statement - -
Balance as at 28 February 2018 630 630

Deferred tax liabilities result from goodwill with a different statutory value from the value for tax

purposes.

55 Other current assets and other non-current assets

Below is a breakdown of the items “Other current assets” and “Other non-current assets” as at 28

February 2018 and 28 February 2017:

(Amounts in thousands of Euros)

Year ended

28 February 2018

28 February 2017

Deferred charges 11,110 8,008
Tax credits 2,225 2,507
Accrued income 888 1,563
Other current assets 1 1,760
Advances to suppliers 27 27
Other current assets 14,421 13,865
Equity investments 10,811 90
Deposit assets 2,066 1,605
Deposits to suppliers 218 461
Other non-current assets 13,095 2,156
Total Other current assets and Other non-current assets 27,516 16,021
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The item “Other current assets” mainly includes deferred charges with regard to building insurance,
rental and common charges and the hire of road signs; accrued income refers to adjustments on
common charges at sales points.

The increase in the item deferred charges is mainly due to the increase in the cost of insurance,
particularly following the catastrophic events due to the fire at the Oderzo point of sale which took
place on 25 February 2017 and the theft at the Piacenze warehouse which took place in August
2017 with a new insurance contract signed with a new pool of insurers which led to an increase in
the premium.

The decrease in the item other current assets is mainly due to the collection of the receivable from
the Ministry of Education, Universities and Research for the “Carta del Docente” (teacher
accreditation) which stood at €24 thousand in the year ended 28 February 2018 (€1,623 thousand in
the year ended 28 February 2017). This certificate is an initiative of the Ministry of Education,
Universities and Research required by Law 107 of 13 July 2015, Article 1, paragraph 121, aimed at
enabling teachers to take advantage of a voucher worth €500 to purchase educational material for
teaching purposes.

Tax credits as at 28 February 2018 and 28 February 2017 refer, in the main, for €1,610 thousand to
the IRES credit for IRAP not deducted.

The item “Other non-current assets” includes equity investments, deposit assets and deposits to
suppliers.

The breakdown of the item “Equity Investments™ as at 28 February 2018 and as at 28 February
2017 is shown below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Equity investment in Monclick S.r.1. 10,724
Other equity investments 87 90
Equity investments 10,811 90

The change in the item "Equity investments” for the period from 29 February 2016 to 28 February
2018 is broken down below:

(Amounts in thousands of Euros) Equity investments
Balance as at 29 February 2016 103
Acquisitions

Increases

Write-downs (13)
Balance as at 28 February 2017 90
Acquisitions 10,000
Increases 7,000
Werite-downs (6,279)
Balance as at 28 February 2018 10,811

Information relating to the equity investments owned in associated companies at 28 February 2018
is given below pursuant to Article 2427 of the Italian Civil Code:
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(Amounts in thousands of . .
Euros) Registered Carrying

office amount

Ownership Shareholders'  Profit (loss) for the

Share Capital percentage equity year

Monclick S.r.1. Vimercate (MB) 10,724 100 100% 1,402 (3,916)

On 9 June 2017, Unieuro concluded the acquisition from Project Shop Land S.p.A. of 100% of
Monclick, one of the leading online operators in Italy, active in the consumer electronics market
and in the online B2B2C market. The transaction value is €10,000 thousand, of which €3,500
thousand was paid at the closing and the remainder spaced out over 5 years.

Monclick represents a “pure player” in the Italian panorama of e-commerce, that is, a company that
sells products only through the web channel, without having physical sales or pick-up points.

The investee company operates in two business lines that appeal to the same consumers, while
reaching them through two different channels: (i) Online, which includes online sales of consumer
products directly to the final consumer through “Monclick” website, and (ii) B2B2C, that is, the
channel for products and services sold to the final consumer through partnerships with large
companies.

In the fourteen month period ended 28 February 2018, the subsidiary recorded revenues of
€100,792 thousand and a loss for the period of €3,916 thousand.

The profit/(loss) for the period featured: (i) increasing competitive pressure to which the pure
players were subjected which led Monclick to defend its market shares by sacrificing, especially in
the first part of the period, its margins, (ii) increasing demands for a more prompt and efficient
service from customers which led to an increase in logistic costs for the entire year and (iii) the
closing of the French website www.monclick.fr which resulted in a fall in sales volumes. Actions
were also implemented during the period designed to mitigate the impacts on the income statement
of the above-mentioned developments including: (i) the implementation of the drop shipping flow
by Unieuro which involves an improvement in buying conditions; (ii) the cutting of logistics costs
by exploiting the synergies generated through the current Unieuro S.p.A. distribution structure and
9iii) efficiency in administrative services and general expenses.

Monclick therefore launched an organisational and structural review process aimed at the gradual
rebalancing of operations. Plans were prepared and developed for this process to strengthen
business activities and a strategy was implemented to increase revenues and make costs more
efficient.

On 29 June 2017 and 10 January 2018 the Unieuro Board of Directors approved payments to the
provision to cover losses of €1.192 thousand and €1,783 thousand, respectively and capital
contribution payments of €2,808 thousand and €1,217 thousand, respectively. The payment yet to
be made on 28 February 2018 is equal to €1,217 thousand and was made through offsetting on 31
March 2018.

Trade receivables due to Monclick at 28 February 2018 stood at €2,802 thousand, while trade
payables by Monclick at 28 February 2018 stood at €1,812 thousand. For more information, see
note 5.7 Trade receivables and 5.16 Trade payables.

5.5.1 Impairment test on the value of the equity investment

The equity investment in Monclick at 28 February 2018 was subjected to an impairment test by
comparing the recoverable value with the carrying amount of the equity investment. The
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recoverable value is represented by the greater of the fair value of the asset excluding sales costs
and its value in use.

The value in use was calculated as the current value of future cash flows that are expected to be
generated by the Cash Generating Unit “CGU” identified in Monclick, discounted at the rate that
reflects the specific risks of the CGU at the valuation date.

The source of the data on which the assumptions are made for determining the cash flows are the
final balances and the business plan of the investee company approved by Director of Monclick on
30 March 2018. The reference market growth estimates included in the business plan used for the
impairment test at 28 February 2018 are based, among other things, on external sources and on the
analyses conducted by the Company. Note that, based on the market sources used by the Company,
the online market is expected to grow.

The impairment test was approved by the Board of Directors on 26 April 2018. In the elaboration of
the impairment test the Directors used an appropriate report provided by a consuntalt under specific
assignment of the Company.
The evaluation assumptions used for determining the recoverable value are based on the above-
mentioned business plans and on several main hypotheses:

- the explicit period to be adopted for the business plan is 5 years;

- terminal value: actualisation of the latest plan explicit estimate period. It should be stressed
that a long-term growth rate "g" of 0% was used,

- the discount rate applied to the various cash flows (WACC - weighted average cost of
capital) is 12.44%.

The estimation procedure adopted for defining the parameters determining the WACC is reported
below:

- Risk-free rate (rr) — The risk-free rate adopted is equal to the 6-month average (compared
with the reference date) of the returns of the ten-year government bonds (BTP) issued by the
Italian government. The adoption of the average figure makes it possible to compensate for
possible short-term distorting dynamics.

- Equity risk premium (rm — rf) — The equity risk premium, which represents the yield spread
(historical and long-term) between equity securities and debt securities on financial markets,
was determined with reference to the Italian market.

- Beta (B) — The beta, which indicates the regression coefficient of a straight line which
represents the relationship between the rate of return offered by the security and that of the
overall market, was calculated on the basis of a panel of listed companies operating mainly
or exclusively in the sale of consumer electronics.

- Specific risk premium (o) - An additional premium was applied in order to take into account
potential risks relating to the implementation of the corporate strategy in the reference
market context also taking into consideration the size of Monclick compared with
comparable businesses identified.

- Cost of debt capital iq (1-t) - The cost of debt of a financial nature was estimated as equal to
the average 6-month 10-year Euro Swap Rate (compared with the reference date), plus a
spread. The corporate tax rate in force in Italy :(IRES) was adopted as the tax rate (t).

- Financial structure - A debt/equity ratio calculated based on the average figure expressed at
the reference date by the panel of comparable companies selected was adopted.

The results of the impairment tests as at 28 February 2018 are given below:
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as at 28 February 2018 Carrying Amount (CA) Recoverable Amount (RA) RA compared with CA
(Amounts in millions of Euros)

Monclick S.r.l. EUR/min 17.0 10.7 (6.3)

It emerged from the results of the impairment test that the carrying amount of the equity investment
exceeded its recoverable value therefore there was the need to make an adjustment to the carrying
amount of the equity investment of €6,276 thousand.

As set out in IAS 36, the appropriate sensitivity analyses were also conducted as the main
parameters used, such as the change in the percentage of EBITDA, WACC and the growth rate,
vary.

The results are given below in terms of the difference between the recoverable amount and the
carrying amount for the equity investment in Monclick subject to impairment tests as at 28 February
2018, the sensitivity analysis conducted assuming a percentage reduction in EBITDA, in the years
of the explicit forecast and in the terminal value, up to a maximum of -20%:

as at 28 February 2018 Terminal plan EBITDA

(Amounts in millions of Euros) WACC

RA Sensitivity Difference compared with CA 0.0% (5.0%) (10.0%) (15.0%) (20.0%)
Monclick S.r.1. 12.44% (6.3) (6.7) (7.0) (7.4) (7.8)

The results are given below in terms of the difference between the recoverable amount and the
carrying amount for the CGUs subject to impairment tests as at 28 February 2018, the sensitivity
analysis conducted assuming a reduction in the perpetual growth rate (g), in the years of the explicit
forecast and in the terminal value, up to a maximum of -2.0%:

as at 28 February 2017 Perpetual growth rate (g)

(Amounts in millions of Euros) WACC

RA Sensitivity Difference compared with CA 0.0% (0.5%) (1.0%) (1.5%) (2.0%)
Monclick S.r.l. 12.44% (6.3) (6.7) (7.0 (7.4) (7.7)

It should be pointed out that the parameters and information used for the impairment test on the
equity investment are affected by the macroeconomic, market and regulatory situation, and by the
subjectivity of several projections of future events which may not necessarily take place, or which
could take place differently from how they were projected, and therefore unforeseen changes could
occur. Unfavourable and unpredictable changes to the parameters used for the impairment test
could, in future, result in the need to write-down the equity investment in Monclick with
consequences to the results and the operating results, financial position and cash flows of the
Company.

5.6 Inventories

Warehouse inventories break down as follows:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Merchandise 321,545 274,520
Consumables 561 801
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Gross stock 322,106 275,321

Inventory bad debt provision (8,918) (5,770)

Total Inventories 313,188 269,551

The value of gross inventories went from €275,321 thousand as at 28 February 2017 to €322,106
thousand as at 28 February 2018, an increase of 17,0% in total gross inventories. The increase is
attributable to: (i) the reopening of 21 sales outlets acquired from Andreoli S.p.A., operational from
1 July 2017, the acquisition of the flagship store in the Euroma2 shopping centre, opened on 20
September, the progressive reopening, from 16 November, of the 19 sales outlets acquired from
Gruppo Cerioni S.p.A. and the new openings that took place during the period in question, totalling
7 points of sale, (ii) the increase in volumes managed and (iii) the completion of integration
activities with Monclick which allow the subsidiary to process website sales through the Unieuro
warehouses.

The value of inventories is adjusted by the warehouse bad debt provision which includes the
prudential write-down of the value of merchandise with possible obsolescence indicators.

The change in the obsolescence fund for the period from 29 February 2016 to 28 February 2018 is
broken down below:

(Amounts in thousands of Euros) .
Inventory bad debt provision

Balance as at 29 February 2016 (4,000)
Provisions (1,770)
Releases to the Income Statement

Utilisation

Balance as at 28 February 2017 (5,770)
Direct write-down (4,892)
Provisions

Releases to the Income Statement 1,744
Utilisation

Balance as at 28 February 2018 (8,918)

The increase in the inventory bad debt provision of €3,148 thousand is attributable to: (i) the
presentation of the direct write-down within the inventory bad debt provision of €4,892 thousand
and (ii) the adjustment of the inventory bad debt provision which includes the prudential write-
down of merchandise at 28 February 2018 of €1,744 thousand. The direct write-down at 28
February 2017 was €4,892 thousand and was in part attributable to the impairment of the stock at
the Oderzo (TV) sales point equal to €1,062 thousand which took place following the fire which
occurred on 25 February 2017. After sinister has occurred, Unieuro promptly activated the releted
insurance coverage. At the moment of the elaboration of the Financial Statements there are not
present: (i) objective elements for reconstruct the events that in any case could identificate
responsibilities at the expense of Unieuro and (ii) an official quantification from the jurisdiction
authorities involved or from the experts nominated by the insurance. The Company believes to
possess all the relevant insurance coverages.

5.7 Trade receivables
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A breakdown of the item “Trade receivables” as at 28 February 2018 and as at 28 February 2017 is
shown below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Trade receivables from third-parties 39,906 37,238
Trade receivables from related-parties 2,802 244
Gross trade receivables 42,708 37,482
Bad debt provision (2,342) (2,279)
Total Trade receivables 40,366 35,203

The value of receivables, which refer to Wholesale and B2B channels, was up by €5,163 thousand
compared with the previous year with the increase mainly attributable to different invoicing and
collection dynamics compared with the year ended 28 February 2017,

The change in the bad debt provision for the period from 29 February 2016 to 28 February 2018 is
broken down below:

(Amounts in thousands of Euros) Bad debt provision
Balance as at 29 February 2016 (2,352)
Provisions

Contribution from merger
Releases to the Income Statement

Utilisation 73
Balance as at 28 February 2017 (2,279)
Provisions (146)
Releases to the Income Statement

Utilisation 83
Balance as at 28 February 2018 (2,342)

Bad debts refer mainly to disputed claims or customers subject to insolvency proceedings.
Drawdowns follow credit situations for which the elements of certainty and accuracy, or the
presence of existing insolvency proceedings, determine the deletion of the actual position. As
shown in the tables above, the bad debt provision stood at EUR 2,342 thousand as at 28 February
2018 and EUR 2,279 thousand as at 28 February 2017.

Credit risk represents the exposure to risk of potential losses resulting from the failure of the
counterparty to comply with the obligations undertaken. Note, however, that for the periods under
consideration there are no significant concentrations of credit risk, especially taking into
consideration the fact that the majority of sales are paid for immediately by credit or debit card in
the Retail, Travel and Online channels, and in cash in the Retail and Travel channels. The Company
has credit control processes which include obtaining bank guarantees to cover a significant amount
of the existing turnover with customers, customer reliability analysis, the allocation of credit, and
the control of the exposure by reporting with the breakdown of the deadlines and average collection
times.

Past due credit positions are, in any event, monitored by the administrative department through
periodic analysis of the main positions and for those for which there is an objective possibility of
partial or total irrecoverability, they are written-down.

It is felt that the book value of trade receivables is close to the fair value.
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5.8 Current tax assets

Below is a break down of the item "Current tax assets" as at 28 February 2018 and as at 28
February 2017:

Current tax assets

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Other IRES credits 2,649 2,469
IRAP credits 238 1,444
IRES credits - 4,042
Total Current tax assets 2,887 7,955

At 28 February 2018 IRES credits of €2,649 thousand were recorded under "Other IRES credits"
and included the receivable due from the previous year and the credit generated during the year for
withholdings. The item "IRES credits", which at 28 February 2017 stood at €4,042 thousand,
included the receivable from the tax consolidation involving Italian Electronics Holdings, collected
during the year following the break in the consolidation relationship. On 6 September 2017, Italian
Electronics Holdings sold some Unieuro shares on the market thereby losing control over the
company.

Lastly, the item includes IRAP credits of €238 thousand, down compared with the previous year, as
a result of the offsetting of IRAP due for the year ended 28 February 2018.

5.9  Cash and cash equivalents

A breakdown of the item “Cash and cash equivalents” as at 28 February 2018 and as at 28 February
2017 is shown below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Bank accounts 52,691 28,951
Petty cash 7,518 7,715
Total cash and cash equivalents 60,209 36,666

Cash and cash equivalents stood at €60,209 thousand as at 28 February 2018 and €36,666 thousand
as at 28 February 2017.

The item consists of cash on hand, deposits and securities on demand or at short notice at banks that
are available and readily usable. At 28 February 2017 there was a pledge on a current account of
€650 thousand relating to a guarantee given for the leasing of several sales outlets vacant on 27
March 2017.

For further details regarding the dynamics that affected Cash and cash equivalents, please refer to
the Cash Flow Statement. Instead, for more details of the net financial position, please refer to Note
5.11.

5.10 Shareholders’ equity

Details of the item “Shareholders’ equity” and the breakdown of the reserves in the reference
periods are given below:
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Reserve for

Reserve for

. . Cash flow actuarial Profit/(loss) Total
Amounts in Share Legal Extraordinar . share- Other - s
Ehousands of Euros) capital rese?ve reserv)e/ hedge - gains/(losses) based reserves carried - shareholders

reserve on defined avments forward equity
benefit plans pay

E:Liﬂ;i?szgigg 4,000 800 48,461 (74) (858) 3172 57,999  (40,067) 73,433
)F/’;g:lt (loss) for the ) ) ) ) 11,587 11,587
Other components of
comprehensive - - 74 1) - 73
income
Total statement of
comprehensive - - 74 1) 11,587 11,660
income for the year
Allocation of prior ) 10,642 ) ) (10,642) )
year result
Distribution of
dividends : (3,880) : : - (3,880)
Share-based payment
settled with equity - - - - 3,766 - - 3,766
instruments
Total transactions
with shareholders ) ) 6,762 ) ) 3,766 (10642) (114)
E:L?EZ?;ZS&;B 4000 800 55223 0 (859) 6938 57,999  (39,122) 84,979
)F/’:;f’lt (loss) for the ) ) ) ) 8,521 8,521
Other components of
comprehensive - - - (191) 46 - - (145)
income
Total statement of
comprehensive - - - (191) 46 8,521 8,376
income for the year
Allocation of prior ) ) ) ) ) ) ) ) )
year result
Distribution of
dividends - - (8,413) - - (11,587) (20,000)
Share-based payment
settled with equity - - - - - (5,586) 6,971 1,385
instruments
Total transactions
with shareholders - - (8,413) - - (5,586) (4,616) (18,615)
Balance as at 28 4000 800 46,810 (191) (813) 1352 57099  (35217) 74,740

February 2018

Shareholders' equity, equal to €74,740 thousand (€84,979 thousand as at 28 February 2017) fell
during the year as a result of: (i) the distribution of a dividend of €20,000 thousand of which
€11,587 thousand was in respect of the profit for the year ended 28 February 2017 and €8,413
thousand was from the use of part of the extraordinary reserve, as approved on 20 June 2017 by the
Shareholders' Meeting; (ii) the recording of a profit for the year of €8,521 thousand and the other
components of the comprehensive income statement of €145 thousand; and (iii) the recording in the
reserve for share-based payments of €679 thousand with regard to the Long Term Incentive Plan for
certain managers and employees and €706 with reference to the Call Option Agreement that ended
following listing on the STAR segment of the Mercato Telematico Azionario run by Borsa Italiana
which took place on 4 April 2017.

The Share capital as at 28 February 2018 stood at €4,000 thousand, broken down into 20,000,000
shares.

The Reserves are illustrated below:

283



- the legal reserve of EUR 800 thousand as at 28 February 2018 (EUR 800 thousand as at 28
February 2017), includes the financial provisions at a rate of 5% for each financial year; there were
no increases during the period in this reserve which reached the limit pursuant to Article 2430 of the
Italian Civil Code and has maintained it to 28 February 2018;

- the extraordinary reserve of €46,810 thousand at 28 February 2018 (€55,223 thousand at 28
February 2017); this reserve fell during the period as a result of the distribution of a dividend of
€20,000 thousand of which €11,587 thousand was in respect of the profit for the year ended 28
February 2017 and for €8,413 thousand was from the use of part of the extraordinary reserve, as
approved on 20 June 2017 by the Shareholders' Meeting;

- the cash flow hedge reserve negative by €191 as at 28 February 2018 (zero as at 28 February
2017); this reserve was recorded to offset the mark to market of the hedging Interest Rate Swap
agreements, taken out as required by the Loan Agreement signed during the year (for more details,
refer to Note 5.11).

- the reserve for actuarial gains and losses on defined-benefit plans of €813 thousand as at 28
February 2018 (€859 thousand as at 28 February 2017); it fell by €46 thousand following the
actuarial valuation relating to severance pay;

the reserve for share-based payments amounting to €1,352 thousand as at 28 February 2018 (€6,938
thousand as at 28 February 2017); the reserve has changed due to the Call Option Agreement as a
result of: (i) the recognition of €706 thousand as the offset of the personnel costs for the share-based
payment plan and (ii) the integral issuing following the successful outcome of the project of listing
the share-based payment reserve under the item Profits/(losses) carried forward for a total of €7,644
thousand; with regard, on the other hand, to the Long Term Incentive Plan agreed during the year,
as a result of: (i) the recording of €1,352 thousand to offset the personnel expenses for the share-
based payment plan and (ii) the distribution of the dividend approved by the Shareholders' Meeting
on 29 June 2017 which involved the reclassification of the monetary bonus accrued to managers
and employees set out in the for the item other non-current liabilities. It should therefore be noted
that the reserve for share-based payments of Euro 1,352 thousand and the Profit (losses) carried
forward — LTIP of Euro 673 thousand both refer to the accounting of the share-based payment plan
called Long Term Incentive Plan and together represent the fair value measurement of the options
granted under the plan (IFRS 2). For more details, please see Note 5.26.

Shareholders' equity, equal to €84,979 thousand as at 28 february 2017 (€73,433 thousand as at 29
February 2016) rose during the year as a result of: (i) the recording of a profit for the period of
€11,587 thousand and other items of the comprehensive income statement of €73 thousand; (ii) the
distribution of an extraordinary dividend of €3,880 thousand through the use of part of the
extraordinary reserve, as approved on 28 November 2016 by the Shareholders' Meeting and (iii) the
recording in the reserve for share-based payments of €3,766 thousand which refers to the Call
Option Agreement reserved for certain managers and employees.

The Share capital as at 28 February 2017 stood at €4,000 thousand, broken down into 20,000,000
shares.

The Reserves are illustrated below:

- the legal reserve of €800 thousand as at 28 February 2017 (€800 thousand as at 29 February
2016), includes the financial provisions at a rate of 5% for each financial year; there were no
increases during the period in this reserve which reached the limit pursuant to Article 2430 of the
Italian Civil Code and has maintained it to 28 February 2017;
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- the extraordinary reserve of €55,223 thousand as at 28 February 2017 (€48,461 thousand as at 29
February 2016); this reserve increased during the period as a result of the allocation of the profit for
the previous year of €10,642 thousand and decreased following the distribution of dividends of
€3,880 thousand;

- the cash flow hedge reserve of €0 as at 28 February 2017 (€74 thousand as at 29 February 2016);
this reserve was recorded to offset the mark to market of the hedging Interest Rate Swap
agreements, taken out as required by the Loan Agreement (as defined in Note 5.11). The positive
change of €74 thousand is due to the change in the fair value of the derivative contracts and their
maturity at 28 February 2017;

- the reserve for actuarial gains and losses on defined-benefit plans of €859 thousand as at 28
February 2017 (€858 thousand as at 29 February 2016); it fell by €1 thousand following the
actuarial valuation relating to severance pay;

- the reserve for share-based payments of €6,938 thousand as at 28 February 2017 (€3,172 thousand
as at 29 February 2016); this reserve includes the increase of €3,766 thousand offsetting the
personnel costs of the share-based payment plan (as described in Note 5.26).

During the years ended 28 February 2018 and 28 February 2017 there were no assets allocated to
specific businesses.

Pursuant to Article 2424 of the Civil Code, information is provided on the origin, nature and
possibility of use of the Shareholders' Equity items:

(Amounts in thousands of Euros)

Use in the
Possibility  Amount Us_e in the previous _previous 3
o Amount foruse ()  Available 3 financial yearsto  financial years
Nature / Description cover losses for other
reasons
Capital 4,000 B 4,000
Capital Reserves
Share premium reserve 69 A/B,C 69
Other capital reserves 61,191 A B,C 61,191
Reserve for share-based payments - LTIP 1,352 A'B 1,352
Suspended tax retained earnings
Reserve pursuant to Law No. 121/87 75 A B,C 75
Retained Earnings
Legal Reserve 800 A'B 800
Extraordinary Reserve 46,810 A B,C 46,810 12,293 )
TFR (Severance Pay) Actuarial Valuation Reserve (813) (813)
Cash flow hedge reserve (191) (191)
FTA Other Reserves (3,336) (3,336)
Profit (losses) carried forward - FTA other Reserves 23,321 B 23,321
Profit (losses) carried forward - IAS adjustments (22,106) (22,106)
Profit (losses) carried t forward - Call option agreement 7,644 A B,C 7,644
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Profit (losses) carried forward — LTIP (673) (673)

Profit (losses) carried forward- other (51,924) (51,924)
Profit (losses) for the period 8,521 A B,C 8,521
Total 74,740 74,740
Non-distributable portion 29,473
Residual distributable portion gross of the results for the period 45,267

(*) A: for capital increase; B: for covering losses; C: for distribution to shareholders
(**) Distribution of reserves

The item "Other reserves FTA™ mainly includes the value of the reserves established during the
transition to the IFRS of the former Unieuro.

5.11 Financial liabilities

A breakdown of the item current and non-current “Financial liabilities” as at 28 February 2018 and
as at 28 February 2017 is shown below:

(Amounts in thousands of Euros) Year ended

28 February 2018 29 February 2017

Current financial liabilities 6,961 5,984
Non-current financial liabilities 40,518 25,796
Total financial liabilities 47,479 31,780

On 29 November 2013, under the scope of the consolidation transaction that led to the acquisition
of former Unieuro by the Group headed by the parent company Venice Holdings S.r.l., a loan
agreement called “Euro Term and Revolving Credit Facilities Agreement” was signed with Banca
IMI S.p.A., as financing bank and agent bank, UniCredit Corporate Banking S.p.A. (now UniCredit
S.p.A.), Banca Popolare di Milano S.p.A. and Monte dei Paschi di Siena Capital Service Banca per
le Imprese S.p.A., in the capacity of the lending banks, on the one side, and the Company on the
other side as the beneficiary company. Later, on 19 September 2014, Banca IMI S.p.A sold part of
its stake in the loans granted to the Company to ICCREA Banca Impresa S.p.A., Banca
Interprovinciale S.p.A. and Volksbank Banca Popolare dell’ Alto Adige Soc. Coop.pa.

On 22 December 2017 a new Loan Agreement was signed, the “Loan Agreement”, with Banca
IMI S.p.A., as the agent bank, Banca Popolare di Milano S.p.A., Crédit Agricole Cariparma S.p.A.
and Crédit Agricole Corporate and Investment Bank — Milan Branch. The Loan Agreement was
finalised on 9 January 2018 following the conclusion of relations and the repayment of the previous
lines of credit and the provision of the new funding.

The transaction consisted of three distinct lines of credit, aimed, among other things, at providing
Unieuro with additional resources to support future growth through acquisitions and opening new
points of sale. The existing borrowings relating to the Euro Term and Revolving Facilities
Agreement were repaid in full on 9 January 2018.

The new lines, including a €100 million amortizing term loan, of which €50 million ("Term Loan")
was for replacing the existing lines of credit and €50 million (the "Capex Facility") was for
acquisitions and investments for restructuring the network of stores, and €90 million in revolving
facilities (the "Revolving Facility"), are at significantly better conditions compared with the
previous loans, particularly with regard to (i) a reduction in the interest rate; (ii) the extension of the
duration by five years; (iii) greater operational flexibility related to the reduction in the number of
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funding institutions, covenants and contractual restraints; as well as (iv) the removal of collateral in
favour of the lending banks.

The interest on the loans agreed under the scope of the Loan Agreement is a floating rate, calculated
taking into consideration the Euribor plus a contractually-agreed spread.
At the same time as the provision of the loans, Unieuro S.p.A. agreed contractual clauses
(covenants) that give the lender the right to renegotiate or revoke the loan if the events in this clause
are verified. These clauses require compliance by Unieuro S.p.A. with a consolidation ratio which
will be summarised below:

- leverage ratio (defined as the ratio between the net financial position and EBITDA, as

defined in the Loan Agreement);

At 28 February 2018 the covenant was calculated and complied with. See below for the summary
table:

28 February 2018

. Contractual Covenant
Description of covenants
value result
LEVERAGE RATIO <1.50 0.07

Consolidated Net financial debt /Consolidated adjusted EBITDA

The Loan Agreement includes the Company's right of early repayment, in full or in part (in such a
case of minimum amounts equal to €1,000,000.00) and prior notification of the Agent Bank, of both
the Senior Loan and the Capex Facility. In addition, when certain circumstances and/or events are
verified, the Company is obliged to repay the Loan early. As at 28 February 2018 and until the date
these financial statements were prepared, no events occurred that could give rise to the early
repayment of the loan. Financial liabilities as at 28 February 2018 are illustrated below:

(Amounts in thousands of Euros) Maturity 2;:3:]”;' Interest rate As at 28 February 2018
of which  of which non-
Total current current
portion portion
Short-term lines of credit (1) n.a. 54,000 1.36% - 7.0% 79 79 -
. . - Euribor
Revolving Credit Facility Dec-22 90,000 1m-+spread - - -
Current bank payables 79 79 -
Term Loan Dec-22 50000  Curibor 50,000 7,500 42,500
3m+spread
- Euribor
Capex Facility Dec-22 50,000 3m+spread - - -
Ancillary expenses on loans (2) (2,600) (618) (1,982)
Non-current bank payables and current part of non-current debt 47,400 6,882 40,518
Total 47,479 6,961 40,518
1) The short-term lines of credit include the subject to collection advances, the hot money, the current account
overdrafts and the credit limit for the letters of credit.
) The financial liabilities are recorded at the amortised cost using the effective interest rate method. The ancillary

expenses are therefore distributed over the term of the loan using the amortised cost criterion.

Original

(Amounts in thousands of Euros)
amount

Maturity

Interest rate

As at 28 February 2017
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of which  of which non-

Total current current
portion portion
Short-term lines of credit (1) n.a. 47,500 1.36% - 7.0% - - -
. . - Euribor
Revolving Credit Facility Dec-19 41,800 1m-+spread - - -
Current bank payables - - -
Loan A Dec-19 15000  Euribor 6,000 3,000 3,000
6m-+spread
Loan B Dec-20 13300  Euribor 13,300 - 13,300
6m-+spread
- Euribor
Capex Facility Dec-19 15,000 6m+spread 14,250 3,750 10,500
Ancillary expenses on loans (2) (1,770) (766) (1,004)
Non-current bank payables and current part of non-current debt 31,780 5,984 25,796
Total 31,780 5,984 25,796
1) The short-term lines of credit include the subject to collection advances, the hot money, the current account
overdrafts and the credit limit for the letters of credit.
) The financial liabilities are recorded at the amortised cost using the effective interest rate method. The ancillary

expenses are therefore distributed over the term of the loan using the amortised cost criterion.

Financial liabilities as at 28 February 2018 totalled €47,479 thousand, a rise of €15,699 thousand
compared with 28 February 2017. This change is mainly due to the restructuring of the lines of
credit following the conclusion of the new loan. The settlement of the previous loan as a result of
the conclusion of new lines of credit involve the transfer to the income statement of the related
amortised cost.

The Revolving Line was not used as at 28 February 2018.

The loans are evaluated using the amortised cost method based on the provisions of IAS 39 and
therefore their value is reduced by the ancillary expenses on the loans, equal to €2,600 thousand as
at 28 February 2018 (€1,770 thousand as at 28 February 2017).

The breakdown of the financial liabilities according to maturity is shown below:

Year ended

(Amounts in thousands of Euros)

28 February 2018

28 February 2017

Within 1 year 6,961 5,984
From 1 to 5 years 40,518 25,796
More than 5 years

Total 47,479 31,780

A breakdown of the net financial debt as at 28 February 2018 and as at 28 February 2017 is shown
below. Note that the net financial debt is presented in accordance with the provisions of Consob
Communication No. 6064293 of 28 July 2006 and in conformity with the recommendations of

ESMA/2013/3109.

(Amounts in thousands of Euros)

as at 28 February 2018

as at 28 February 2017

of which with

of which with
Ref ITDee:?ttiee(i_ Related-Parties
(A) Cash 5.9 60,209 - 36,666 -
(B) Other liquid assets - - - -
(C) Securities held for trading - - - -
(D) Liquidity (A)+(B)+(C) 60,209 - 36,666 -
- of which is subject to a pledge - 650 -

(E) Current financial receivables
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(F) Current bank payables 5.11 (79) - - -

(G) Current part of non-current debt 5.11 (6,882) - (5,984) -
(H) Other current financial payables 5.13 (7,473) - (2,418) -
(1) Current financial debt (F)+(G)+(H) (14,434) - (8,402) -
- of which is secured 0 - (6,750) -
- of which is unsecured (14,434) - (1,652) -
(J) Net current financial position (I)+(E)+(D) 45,775 - 28,264 -
(K) Non-current bank payables 5.11 (40,518) - (25,796) -
(L) Issued bonds - - - -
(M) Other non-current financial payables 5.13 (12,195) - (4,427) -
(N) Non-current financial debt (K)+(L)+(M) (52,713) - (30,223) -
- of which is secured 0 - (26,800) -
- of which is unsecured (52,713) - (3,423) -
(O) Net financial debt (J)+(N) (6,938) - (1,959) -

The table below summarises the breakdown of the items “Other current financial payables” and
“Other non-current financial payables” for the periods ending 28 February 2018 and 28 February
2017. See Note 5.14 “Other financial liabilities” for more details.

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Other financial liabilities 7,473 2,418
Other current financial payables 7,473 2,418
Other financial liabilities 12,195 4,427
Other non-current financial payables 12,195 4,427
Total financial payables 19,668 6,845

5.12 Employee benefits

The change in the item "Employee benefits" for the period from 29 February 2016 to 28 February
2018 is broken down below:

(Amounts in thousands of Euros)

Balance as at 29 February 2016 10,220
Service cost N
Interest cost 153
Settlements/advances (592)
Actuarial (profits)/losses 2
Balance as at 28 February 2017 9,783
Service cost -
Interest cost 133
Business unit acquisitions 1,255
Settlements/advances (521)
Actuarial (profits)/losses (64)
Balance as at 28 February 2018 10,586

This item includes the TFR (severance pay) required by Law No. 297 of 25 May 1982 which
guarantees statutory compensatory settlements to an employee when the employment relationship is
ended. Severance pay, regulated by Article 2120 of the Italian Civil Code, is recalculated in
accordance with the provisions of IAS 19, expressing the amount of the actual value of the final
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obligation as a liability, where the actual value of the obligation is calculated through the “projected
unit credit” method.

The item business unit acquisitions refers to the assumption of the debt relating to the Severance
Pay of employees transferred under the scope of the acquisition of the business units of Andreoli
S.p.A. and Cerioni S.p.A., for more details, refer to Note 5.28 - "Business unit combinations".

Settlements recorded in the financial year ended 28 February 2018 relate to both severance pay
advances paid to employees during the year, and to redundancies involving the excess personnel at
several sales points which were restructured or closed and to breaks in employment with regard to
employees on fixed contracts.

Below is a breakdown of the economic and demographic recruitment used for the purpose of the
actuarial evaluations:

Year ended

Economic recruitment 28/02/2018 28/02/2017
Inflation rate 1.50% 1.50%
Actualisation rate 1.37% 1.19%
Severance pay increase rate 2.625% 2.625%

Demographic recruitment Year ended

28/02/2018 28/02/2017
Fatality rate Demographic tables RG48 Demographic tables RG48
Disability brobabilit INPS tables differentiated INPS tables differentiated by age and
ypP Y by age and gender gender

Reaching of minimum

Retirement age

requirements under the ~ Reaching of minimum requirements under

compulsory general the compulsory general insurance

insurance
Probability of leaving 5% 5%
Probability of anticipation 3.50% 3.50%

With regard to the actualisation rate, the iBoxx Eurozone Corporates AA index with a duration of 7-
10 years at the evaluation date was taken as a reference for the evaluation of this parameter.

Below is the sensitivity analysis, as at 28 February 2018, relating to the main actuarial hypotheses
in the calculation model taking into consideration the above and increasing and decreasing the
average annual turnover rate, the early request rate, the average inflation and actualisation rate,
respectively of 1%, 1%, 0.25% and 0.25%. The results are summarised in the table below:

(Amounts in thousands of Euros) 28/02/2018
Change to the parameter Impact on DBO
1% increase in turnover rate 10,530
1% decrease in turnover rate 10,650
0.25% increase in inflation rate 10,736
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0.25% decrease in inflation rate 10,439

0.25% increase in actualisation rate 10,352

0.25% decrease in actualisation rate 10,830

5.13 Other financial liabilities

A breakdown of the item current and non-current “Other financial liabilities” as at 28 February
2018 and as at 28 February 2017 is shown below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017

Payables for investments in equity investments and business units 3,165 -
Payables to leasing companies 2,777 2,236
Other financial payables to subsidiaries 1,217 -
Fair value of derivative instruments 172 7
Factoring liabilities 142 175
Other current financial liabilities 7,473 2,418
Payables for investments in equity investments and business units 8,037 -
Payables to leasing companies 4,008 4,427
Fair value of derivative instruments 150 -
Other non-current financial liabilities 12,195 4,427
Total financial liabilities 19,668 6,845

Payables for investments in equity investments and business units

Payables for investments in equity investments and business units totalled €11,202 thousand at 28
February 2018. During the year the Company acquired 100% of the shares of Monclick S.r.l. for
€10,000 thousand of which €3,500 thousand was paid on the agreement of the sale and the
remaining €6,500 thousand will be payable in 5 annual instalments from 9 June 2018. Additionally,
on 31 October 2017 the Company also acquired the business unit of Gruppo Cerioni S.p.A. for
€8,004 thousand of which 1,200 thousand was paid on the agreement of the sale and €400 thousand
will be paid at the first and third closing, with the remaining €5,066 thousand payable in 6 half-
yearly instalments from 10 July 2018. The existing debt cash flows at 28 February 2018 were
actualised for a €364 thousand.

Payables to leasing companies

Payables owed to leasing companies amount to a total of €6,785 thousand at 28 February 2018 and
€6,663 thousand at 28 February 2017. The assets that are the subject of the finance lease agreement
are furnishings, LEDs, climate control systems, servers, computers and printers. Interest rates are
fixed at the date of the signing of the agreements and are indexed to the 3-month Euribor. All lease
agreements are repayable through fixed instalment plans with the exception of the initial down
payment and the redemption instalment and there is no contractual provision for any rescheduling
of the original plan. The above payables to the leasing company are secured to the lessor via rights
on the leased assets. There are no hedging instruments for the interest rates.

The assets subject to financial leasing are reported using the method set out in international
accounting standard IAS 17. The breakdown by due date of the minimum payments and the capital
share of the finance leases are given below:

(Amounts in thousands of Euros) Minimum payments due for financial Capital share as at
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leasing as at

28 February 2018 28 February 2017 28 February 2018 28 February 2017

Within 1 year 2,936 2,462 2,777 2,236
From 1 to 5 years 4,139 4,587 4,008 4,427
More than 5 years

Total 7,075 7,049 6,7854 6,663

The reconciliation between the minimum payments due from the financial leasing company and the
current value is as follows:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Minimum payments due for financial leasing 7,075 7,049
(Future financial expense) (290) (386)
Total 6,7845 6,663

Other financial payables to subsidiaries

Other financial payables totalled €1,217 thousand at 28 February 2018 this item relates to the share
capital increase approved by the Company with regard to the subsidiary company Monclick for the
share not yet paid. Payment was made by offsetting with commercial credits on 31 March 2018.

Fair value of derivative instruments

The financial hedging instruments, in existence as at 28 February 2018, refer to agreements signed
with BPER Banca S.p.A and with BNL S.p.A to hedge future purchase transactions involving
goods in other currencies (USD) for €72 thousand at 28 February 2018 (€7 thousand at 28 February
2017). The effects of these financial hedging instruments were recorded in the income statement
because they do not comply with all the requirements of IAS 39 for hedge accounting and (ii)
contracts signed with Intesa Sanpaolo S.p.A., Banca Popolare di Milano S.p.A. and Credit Agricole
Cariparma S.p.A., to hedge the fluctuation of financial expenses related to the Loan Agreement for
€250 thousand at 28 February 2018 (0 thousand at 28 February 2017). These derivative financial
transactions on the interest rates are designated as hedge accounting in accordance with the
requirements of IAS 39 and are therefore dealt with under hedge accounting.

Factoring liabilities

Payables to factoring companies stood at €142 thousand as at 28 February 2018 (€175 thousand as
at 28 February 2017) and refer to transfers of trade payables to a financial counterparty through
factoring without recourse.

5.14 Provisions

The change in the item "Funds™ for the period from 29 February 2016 to 28 February 2018 is
broken down below:

Amounts in thousands of Euros
( ) Tax dispute _Other Onerous Restructuring  Other risks
L disputes contracts .. - Total
provision . . provision provision
provision provision
Balance as at 29 February 2016 4,668 2,291 1,201 1,199 979 10,338
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- of which current portion - - 700 1,199 672 2,571
- of which non-current portion 4,668 2,291 501 - 307 7,767
Provisions 2,339 664 327 199 3,529
Draw-downs/releases (1,358) (1,213) - (933) (106) (3,610)
Balance as at 28 February 2017 5,649 1,742 1,528 266 1,072 10,257
- of which current portion 37 188 882 266 51 1,424
- of which non-current portion 5,612 1,554 646 1,021 8,833
Provisions 115 1,285 - - 357 1,757
Business unit acquisitions - 71 - - - 71
Draw-downs/releases (2,063) (638) (647) (91) (30) (3,469)
Balance as at 28 February 2018 3,701 2,460 881 175 1,399 8,616
- of which current portion 1,051 501 814 175 379 2,920
- of which non-current portion 2,650 1,959 67 - 1,020 5,696

The "Tax dispute provision", equal to €3,701 thousand as at 28 February 2018 and €5,649 thousand
as at 28 February 2017, was set aside mainly to hedge the liabilities that could arise following
disputes of a tax nature.

The "Other disputes provision”, equal to €2,460 thousand as at 28 February 2018 and €1,742
thousand as at 28 February 2017, refers to disputes with former employees, customers and
suppliers. The item Business unit acquisitions of €71 thousand relates to taking over several
disputes when it acquired the Andreoli S.p.A. business unit, with this liability settled during the
course of the year.

The "Onerous contracts provision", equal to €881 thousand as at 28 February 2018 and €1,528
thousand as at 28 February 2017, refer to the provision allocated for non-discretionary costs
necessary to fulfil the obligations undertaken in certain rental agreements.

The “Restructuring provision”, equal to €175 thousand as at 28 February 2018 and €266 thousand
as at 28 February 2017, refer mainly to the conclusion of the personnel restructuring and
commercial network integration process of the former Unieuro.

The “Other risk provision”, equal to €1,399 thousand as at 28 February 2018 and €1,072 thousand
as at 28 February 2017, mainly include: i) the provision for expenses for the restoration of stores to
their original condition set aside to cover the costs for restoring the property when it is handed back
to the lessor in cases where the contractual obligation is the responsibility of the tenant; ii) the
additional customer compensation fund.

5.15 Other current liabilities and other non-current liabilities

Below is a breakdown of the items "Other current liabilities" and "Other non-current liabilities™ as
at 28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Deferred income and accrued liabilities 101,280 89,446
Payables to personnel 34,416 28,206
Payables for VAT 17,102 15,715
Payables for IRPEF (income tax) 2,454 2,010
Payables to welfare institutions 2,711 1759
Payments on account from customers 3,200 3,017
Other current liabilities 1,164 82
Other tax payables 105 92
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Total other current liabilities 162,432 140,327

Other liabilities 692 -
Deposit liabilities 26 21
Non-current payables to personnel

Total other non-current liabilities 718 21
Total other current and non-current liabilities 163,150 140,348

The item "Other current liabilities” increased by €22,105 thousand in the year ended 28 February
2018 compared with the year ended 28 February 2017. The increase in the item recorded in the
period in question is mainly due to greater deferred income relating to the servicing of the extended
warranty.

The balance of the item “Other current liabilities” is mainly composed of:

- deferred income and accrued liabilities of EUR 101,280 thousand at 28 February 2018 (€89,446
thousand as at 28 February 2017) due mainly to the deferrals for the extended warranty services.
Revenue from sales is reported according to the term of the contract, or the period for which there is
a performance obligation, thereby re-discounting sales pertaining to future periods. Moreover, note
that the methods for managing warranty services for the periods after the legally-required periods
were changed with regard to sales of extended warranty services made by the former Unieuro (from
the financial year ended 28 February 2015) and to sales of extended warranty services in certain
categories of goods (white goods) made by Unieuro (from the financial year ended 29 February
2012) and to sales of extended warranty services by the sales outlets acquired from Cerioni S.p.A.
and Andreoli S.p.A. (from the year ended 28 February 2018), by handling activities that were
previously outsourced to third-parties internally;

- payables to employees for €34,416 thousand at 28 February 2018 (€28,206 thousand at 28
February 2017) consisting of debts for outstanding wages, holidays, leave, and thirteenth and
fourteenth month pay. These payables refer to items accrued but not yet settled.

- VAT payables of EUR 17,102 thousand at 28 February 2018 (EUR 15,715 thousand at 28
February 2017) composed of payables resulting from the VAT settlement with regard to February
2018.

The item "Other non-current liabilities™ increased to €697 thousand in the year ended 28 February
2018 compared with the year ended 28 February 2017.

The balance of the item “Other non-current liabilities” is mainly composed of the monetary bonus
in the share-based payment plan, the Long Term Incentive Plan, of €692 thousand. Following the
approval of the distribution of the dividend by the Shareholders' Meeting on 29 June 2017, a
payable relating to the monetary bonus accrued to managers and employees was recorded as
required by the regulation. For more details, please see Note 5.27.

5.16 Trade payables

A breakdown of the item “Trade payables” as at 28 February 2018 and as at 28 February 2017 is
shown below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
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Trade payables to third-parties 405,892 332,504

Trade payables to related-parties 1812 15
Gross trade payables 407,704 332,519
Bad debt provision - amount due from suppliers 2,382 2,027
Total Trade payables 410,086 334,546

The balance includes payables relating to carrying out normal trade activities involving the supply
of goods and services.

Gross trade payables increased by €75,185 thousand as at 28 February 2018 compared with 28
February 2017. The increase is related to the increase in volumes handled as a result of: (i) the
promotions in February 2018 which involved product categories with improved payment conditions
compared with those of the previous year and (ii) an increase in the number of stores as a result of
the acquisition of the Andreoli S.p.A. and Cerioni S.p.A. business units, the acquisition of the
flagship store in the Euromaz2 shopping centre and the new openings during the year.

As at 28 February 2018, there were no disputes with suppliers, or suspensions to supplies, with the
exception of several compensation claims and payment injunctions which refer to legal actions in
the form of applications for orders for payment of insignificant amounts.

The change in the "Bad debt provision and suppliers account debit balance" for the period from 29
February 2016 to 28 February 2018 is given below:

(Amounts in thousands of Euros) Bad debt provision - amount due from

suppliers
Balance as at 29 February 2016 2,162
Provisions -
Releases to the Income Statement -
Utilisation (135)
Balance as at 28 February 2017 2,027
Provisions 488
Releases to the Income Statement
Utilisation (133)
Balance as at 28 February 2018 2,382

There are no payables for periods of more than 5 years or positions with a significant concentration
of payables.

5.17 Revenues

Below is a break down of the item "Revenue" for the financial years ended 28 February 2018 and
28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Retail, Online and Travel (1) 1,503,343 1,329,973
Wholesale (2) 218,458 227,864
B2B (3) 104,901 102,658
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Intercompany 8,816

Total Revenue 1,835,518 1,660,495

@ The Retail sales channel refers to the sale of products to end users through direct sales points located throughout Italy, with the
exception of airports. The Online sales channel represents the sale of products to end users through the web channel with the
option of home delivery and Click & Collect. The Travel sales channel embodies the sale of products at major public transport
hubs via direct stores.

@ The Wholesale channel covers the sale of products to partners operating exclusively through the "Unieuro™ brand as well as the
wholesale supply to hypermarkets and other retailers.

@) The B2B sales channel represents the wholesaling of products to customers who, in turn, sell electronic items to hotels and banks.

The Retail, Online and Travel revenue went from €1,329,973 thousand in the year ended 28
February 2017 to €1,503,343 thousand in the year ended 28 February 2018, an increase of €173,370
thousand or 13.0%. The increases are mainly related to the Retail and Travel channels which
recorded an increase in sales as a result of: (i) the reopening of the 21 sales outlets purchased from
Andreoli S.p.A., operational from 1 July 2017; (ii) the acquisition of the flagship store in the
Euroma2 shopping centre, which opened on 20 September 2017; (iii) the gradual reopening, from
16 November 2017 onwards, of the 19 sales outlets bought from Gruppo Cerioni S.p.A.;(iv) the
new openings which took place in the financial year in question, a total of 5 Retail sales outlets in
Bergamo, Novara, Genoa, Rome Trastevere and, most recently, on 8 December, in Modena and (v)
the new openings of Travel sales outlets at the airports of Capodichino and Orio al Serio and the
Online channel which recorded significant growth mainly due to the commercial initiatives
associated with Black Friday, the continued expansion of the pick-up-points network, as well as the
positive results of the growth strategy in high-margin product categories, particularly large and
small appliances.

Wholesale revenue went from €227,864 thousand in the year ended 28 February 2017 to €218,458
thousand in the year ended 28 February 2018, a fall of €9,406 thousand or 4.1%. The continued and
physiological action of streamlining the network has led to a fall of 8 sales outlets compared with
the 28 February 2017, plus the anticipated impact of the new direct stores on the Wholesale
network. However, taking into consideration the sales developed by the channel through the
pick&pay arrangement, the affiliate network recorded a positive performance significantly better
than the reference market.

B2B revenue went from €102,658 thousand in the year ended 28 February 2017 to €104,901
thousand in the year ended 28 February 2018, an increase of €2,243 thousand or 2.2%. The B2B
channel targets professional domestic and foreign customers that operate in industries other than
those where Unieuro operates, such as hotel chains and banks, as well as operators that need to
purchase electronic products to be distributed to their regular customers or to employees to
accumulate points or participate in prize competitions or incentive plans (B2B2C segment).

Intercompany revenues were equal to €8,816 thousand in the year ended 28 February 2018 and
were composed of the sale of products to the subsidiary company Monclick.
5.18 Other income

Below is a break down of the item "Other income" for the financial years ended 28 February 2018
and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Other income 1,964 3,468
Insurance reimbursements 1,825 1,181
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Rental and lease income 1,588 1,711

Total Other Income 5,377 6,360

The item mainly includes rental income relating to the sub-leasing of spaces for other activities, and
insurance claims relating to theft or damage caused to stores. The decrease is due to the presence,
during the year ended 28 February 2017, of positive elements relating to the closing of old debit
entries. In addition, the item includes the insurance refund for € 800 thousands obtained with regard
to the fire occurred 25 February 2017 in Oderzo store sale (TV).

5.19 Purchases of materials and external services

Below is a breakdown of the item "Purchases of materials and external services" for the financial
years ended 28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Purchase of goods 1,466,103 1,295,389
Building rental and expenses 63,760 58,289
Marketing 48,673 51,613
Transport 40,670 32,482
Utilities 12,692 12,017
Consulting 8,759 10,904
Maintenance and rental charges 10,165 10,745
General sales expenses 8,560 7,497
Other costs 7,971 6,126
Purchase of consumables 4,628 4,377
Travel expenses 2,969 2,143
Purchase of intercompany goods 1,494
Payments to administrative and supervisory bodies 3 356
Total Purchases of materials and external services 1,677,217 1,491,938
Changes in inventory (43,637) (5,177)
Total, including the change in inventories 1,633,580 1,486,761

The item “Purchases of materials and external services”, taking into account the item “Change in
inventories”, rose from EUR 1,486,761 thousand as at 28 February 2017 to EUR 1,632,580
thousand in the year ended 28 February 2017, an increase of EUR 146,819 thousand or 9.9%.

The main increase is attributable to the item "Purchase of goods" for €170,714 thousand resulting
from the increase in turnover due to: (i) the acquisition of the 21 Andreoli S.p.A. sales outlets,
operational from 1 July 2017 (ii) the gradual reopening, from 16 November 2017, of the 19 sales
outlets acquired from Gruppo Cerioni S.p.A., (iii) the acquisition of the flagship store in the
Euroma2 shopping centre, which opened on 20 September 2017; (iv) the new openings which took
place in the financial year in question, a total of 5 Retail sales outlets, in Bergamo, Novara, Genova,
Rome Trastevere and, most recently, on 8 December, in Modena and (v) the new openings of
Travel sales outlets at the airports of Capodichino and Orio al Serio.

The items “Building rental and expenses” increased by €5,471 thousand compared with 28 February
2017, a rise of 9.4%; this increase is due to the taking over of the rental agreements of: (i) 21 sales
outlets belonging to the Andreoli S.p.A. business unit, (ii) 19 sales outlets belonging to the Cerioni
S.p.A. business unit, (iii) the flagship store in the Euroma2 shopping centre, and (iii) the new
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openings of sales outlets during the year. The cost of like-for-like rentals, on the other hand, is
significantly down compared with the previous year.

The item “Marketing” fell from €51,613 thousand at 28 February 2017 to €48,673 thousand at 28
February 2018. Marketing and advertising were structured and planned to direct potential customers
to physical points of sale and to the Online channel. There was a fall in traditional marketing
activities in the year ended 28 February 2018, partly offset by the increase in digital marketing
activities.

The item “Transport” increased from €32,482 thousand as at 28 February 2017 to €40,670 thousand
as at 28 February 2018, mainly as a result of the increase in turnover and the ever increasing
weighting of home deliveries in relation to online orders, the impact on revenue was essentially in
line with the previous year, equal to 2.2% as at 28 February 2018 (2.0% as at 28 February 2017).

The item “Utilities” increased by €675 thousand compared with 28 February 2017 or 5.6%, with the
increase mainly due to the increase in the number of sales outlets recorded in the year.

The item “Consulting” fell from €10,904 thousand at 28 February 2017 to €8,759 thousand at 28
February 2018. The performance is due to the combined effect of: (i) a decrease mainly related to
the costs incurred by the Company relating to the listing of the Company's shares on the STAR
segment of the Mercato Telematico Azionario run by Borsa Italiana S.p.A. which concluded on 4
April 2017, (ii) the increase as a result of the consultancy fees incurred for the acquisition of
Monclick S.r.l. and the acquisition of the business units from Andreoli S.p.A. and Cerioni S.p.A.
and (iii) the increase of the consultancy fees incurred for the incorporation of the subsidiary
company Monclick.

The item “General sales expenses” increased from €7,497 thousand at 28 February 2017 to €8,560
thousand at 28 February 2018. The item mainly includes the cost of fees on sales transactions with
the increase due to the increase in turnover.

The item “Other costs” mainly includes costs for vehicles, hiring, cleaning, insurance and security.
The item rose by €1,845 thousand compared with 28 February 2017, or 30,1%, with the increase
mainly relating to: (i) the increase in the cost of insurance, particularly following the catastrophic
events due to the fire at the Oderzo point of sale which took place on 25 February 2017 and the theft
at the Piacenze warehouse which took place in August 2017 with a new insurance contract signed
with a new pool of insurers which led to an increase in the premium and (ii) the increase recorded in
support activities for listed companies. The effect of that item on revenues is substantially
unchanged, equal to 0.4% at 28 February 2018 (0.4% at 28 February 2017).

The item “Purchase of intercompany goods” stood at €1,494 thousand at 28 February 2018. The
purchase transaction took place under the scope of the incorporation of the subsidiary company
Monclick which enabled the latter to process the sales from its own website through the Unieuro
warehouses creating efficiency in logistics and procurement costs.

5.20 Personnel expenses

Below is a breakdown of the item "Personnel costs"” for the financial years ended 28 February 2018
and 28 February 2017:

(Amounts in thousands of Euros) Year ended
28 February 2018 28 February 2017
Salaries and wages 112,273 97,630
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Welfare expenses 32,040 29,165

Severance pay 7,486 6,833
Other personnel costs 2,665 3,005
Total personnel costs 154,464 136,633

Personnel costs went from €136,633 thousand in the year ended 28 February 2017 to €154,464
thousand in the year ended 28 February 2018, an increase of €17,831 thousand or 13.1%.

The item “Salaries and wages” increased by €14,643 thousand or 15.0%, with the increase mainly
due to: (i) the acquisition of the business units from Andreoli S.p.A., Cerioni S.p.A., (ii) the
acquisition of the flagship store in the Euroma2 shopping centre, (iii) the increase in employees
following the opening of 7 new stores, (iv) the adaptation of the central structure to meet stock
exchange requirements and the reinforcement of several strategic functions and (v) the adaptation of
the existing employment contracts which were renewed on 30 March 2015 which included, among
other things, a contractual increase valid from 1 August 2017.

The item “Other personnel costs”, stood at €2,665 thousand at 28 February 2018 (€3,005 thousand
at 28 February 2017) and mainly included: (i) the recognition of €1,352 thousand as the cost of the
share-based payment plan - Long Term Incentive Plan concluded during the year and (ii) the
recognition of €706 thousand as the cost of the share-based payment plant - Call option agreement
concluded following the positive outcome of the listing that took place on 4 April 2017. Refer to
Note 5.26 for more details about the share-based payment agreements.

5.21 Other operating costs and expenses

Below is a breakdown of the item "Other operating costs and expenses” for the financial years
ended 28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Non-income based taxes 7,380 5,160
Provision for supplier bad debts 488
Provision for the write-down of other assets 178
Bad debt provision 146
Other operating expenses 310 217
Total other operating costs and expenses 8,502 5,377

"Other operating costs and expenses” went from €5,377 thousand in the year ended 28 February
2017 to €8,502 thousand in the year ended 28 February 2018, an increase of €3,125 thousand or
58,1%.

The increase was mainly due to the the increase in taxes and duties not on income due to the effect
on the increase recorded in the number of stores and the write-down of receivables considered of
doubtful esigibility.

The item “Other operating costs” includes costs for charities, customs and capital losses.

5.22 Depreciation, amortisation and write-downs
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Below is a breakdown of the item "Depreciation, amortisation and write-downs of fixed assets" for
the financial years ended 28 February 2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Depreciation and amortisation of tangible fixed assets 15,498 13,312
Depreciation and amortisation of intangible fixed assets 4,583 3,794
Write-downs/(write backs) of tangible and intangible fixed assets 989 852
Write-downs/(write-backs) of equity investments 6,276 -
Total depreciation, amortisation and write-downs 27,346 17,958

The item "Depreciation, amortisation and write-downs™ went from €17,958 thousand in the year
ended 28 February 2017 to €27,346 thousand in the year ended 28 February 2018, a rise of €9,388
thousand or 52.3%. The increase relates to: (i) the write-down of equity investments, specifically
from the results of the impairment test to which the equity investment in Monclick was subjected,
from which it emerged at 28 February 2018 that the carrying amount exceeded the recoverable
value by €6,276 thousand. For more details, refer to Note 5.5.1 and (ii) the progressive growth of
investments in recent financial years also related to new acquisitions.

The item “Write-downs/(write-backs) of tangible and intangible fixed assets increased in the year
ended 28 February 2018 compared with the year ended 28 February 2017 as a result of the
interventions at the sales outlets. The item also includes the write-down of the assets relating to the
stores for which onerous contracts were identified, in other words rental agreements in which the
non-discretionary costs necessary for fulfilling the obligations undertaken outweigh the economic
benefits expected to be obtained from the contract.

5.23 Financial income and Financial expenses

Below is a breakdown of the item "Financial income" for the financial years ended 28 February
2018 and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017

Interest income 25 27
Other financial income 274 331
Total financial income 299 358

"Financial income" went from €358 thousand in the year ended 28 February 2017 to €299 thousand
in the year ended 28 February 2018, a decrease of €59 thousand. The change is mainly due to the
increase in income for exchange rate gains and the decrease in bank interest income.

The breakdown of the item "Financial expense" is given below:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017

Interest expense on bank loans 6,640 3,708
Other financial expense 1,280 1,726
Interest expense toward parent company - 788
Total financial expense 7,920 6,222
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"Financial expense” went from €6,222 thousand in the year ended 28 February 2017 to €7,920
thousand in the year ended 28 February 2018, an increase of €1,698 thousand or 27.3%.

The item “Interest expense on bank loans” increased at 28 February 2018 by €2,932 thousand
compared with the previous period with this increase due mainly to the combined effect of the
greater financial interest of €3,128 thousand due to the transfer to the income statement of the
amortised cost of the Euro Term and Revolving Facilities Agreement as a result of the conclusion
which took place on 22 December 2017 of the Loan Agreement and the lower interest expense
recorded in the year relating to the Euro Term and Revolving Facilities Agreement due to the fall in
the margins applied, as a result of the improvement recorded in the leverage ratio at the reporting
dates. The interest rate of the Euro Term and Revolving Facilities Agreement was equal to the sum
of (i) the Euribor parameters and (ii) a margin with a different annual percentage for each individual
line. The Euro Term and Revolving Facilities Agreement involves a mechanism that changes the
above-mentioned margin according to the level of a certain contractual index (leverage ratio),
calculated at the reporting dates of the financial covenants.

The item “Interest expense toward parent company” equal to zero at 28 February 2018 (€788
thousand at 28 February 2017) included the interest accrued on the shareholders' loan repaid on 28
November 2016.

The item “Other financial expenses” equal to €1,280 thousand at 28 February 2018 (€1,726
thousand at 28 February 2017) mainly include the interest relating to other financial liabilities and
expenses relating to cash discounts recognised to customers. This item fell by €446 thousand; the
decrease is mainly due to the greater costs incurred in the previous year for: (i) the waiver request to
the Lending Banks aimed at obtaining the latter's consent for the distribution of dividends and the
repayment of the shareholders' loan made in the nine-month period ended 30 November 2016 and
(if) the Amendment Proposal for the Loan Agreement aimed at bringing the contract into line with
the rules applicable to listed companies and market practices for financing transactions in favour of
listed companies.

5.24  Income taxes

Below is a breakdown of the item "Income taxes" for the financial years ended 28 February 2018
and 28 February 2017:

(Amounts in thousands of Euros) Year ended

28 February 2018 28 February 2017
Current taxes (1,676) (1,309)
Deferred taxes 318 501
Tax provision allocation 497 (1,867)
Total (861) (2,675)

The table below contains the reconciliation of the theoretical tax burden with the actual one:

(In thousands of Euros and as a percentage of the profit before tax) Year ended
28 28
February % February %
2018 2017
Profit of period before taxes 9,382 14,262
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Theoretical income tax (IRES) (2,252) 24.0% (3,922) 27.5%

IRAP (1,255) (13.4%) (1,309)  (9.2%)
Tax effect of permanent differences and other differences 2,149 22.9% 4,423 31.0%
Tax for the period (1,358) (808)
(Accrual to)/(release from) tax provision 497 (1,867)
Total taxes (861) (2,675)
Actual tax rate (9.2%) (18.8%)

The impact of taxes on income is calculated by considering the (accrual)/(release from) tax
provision of the tax provision for tax disputes. In the financial years ended 28 February 2018 and 28
February 2017 the impact of taxes on the pre-tax result was 9.2% and 18.8%, respectively; the fall
was due to the recording of deferred tax income on tax losses of €2,975 thousand and to the release
of the tax provision. For more details, please see Note 5.4.

The item “Allocation to tax provision” went from a provision of €1,867 thousand in the financial
year ended 28 February 2017 to a release €497 thousand in the financial year ended 28 February
2018. During the year the company made a release of €592 thousand and a provision of €95
thousand.

5.25 Basic and diluted earnings per share
The basic earnings per share are calculated with reference to the Group result showed in the note
5.25 of the Consolidated Financial Statement.

5.26 Statement of cash flows
The key factors that affected cash flows in the three years are summarised below:

Net cash flow generated/(absorbed) by operations

Year ended

(Amounts in thousands of Euros)

28 February 2018 28 February 2017
Cash flow from operations
Profit (loss) for the year 8,521 11,587
Adjustments for:
Income taxes 861 2,675
Net financial expenses (income) 7,621 5,864
Depreciation, amortisation and write-downs 27,346 17,958
(Profits)/losses from the sale of property, plant and machinery (31)
Other changes 1,386 3,766

45,735 41,819

Changes in:
- Inventories (43,637) (5,178)
- Trade receivables (5,163) 151
- Trade payables 75,406 1,174
- Other changes in operating assets and liabilities 20,860 23,488
Cash flow generated /(used) by operating activities 47,466 19,635
Taxes paid - -
Interest paid (8,816) (4,931)
Net cash flow generated/(absorbed) by operating activities 84,385 56,523
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The net cash flow from (used in) operating activities went from €56,523 thousand in the year ended
28 February 2017 to €84,385 thousand in the year ended 28 February 2018, an increase of €27,862
thousand. The larger cash flows generated were mainly influenced by the combined effect resulting
from:

- the greater liquidity generated by the changes in the cash flows from (used in) operating
activities of €27,831 thousand,;

- the greater income flows for the year (composed of the changes that took place in the
adjusted result for the period of income taxes, net financial expense/(income) and other non-
monetary changes) of €3,916 thousand;

- the higher financial expenses paid of €3,885 thousand.

In the year ended 28 February 2018, the cash flow generated/(absorbed) by operations (composed
of the changes in warehouse inventories and trade receivables and payables and in other operating
assets and liabilities) and the related cash flows, generated greater liquidity compared with the
previous year of €27,831 thousand, going from a cash flow of €19,635 thousand in the year ended
28 February 2017 to a positive flow of €47,466 thousand in the year ended 28 February 2018.
Specifically, the positive performance of the Net Working Capital is associated, with reference to
trade payables, to: (i) promotions in February 2018 which involved product categories with
different payment conditions compared with those of the previous year and (ii) an increase in the
number of sales outlets as a result of the acquisition of the Andreoli S.p.A. and Cerioni S.p.A.
business units, the Monclick company and the flagship store in the Euroma2 shopping centre and
the new openings during the year which had a positive impact on the development of trade payables
more than offsetting the increase in inventories.

In addition, the net cash flow generated/(absorbed) by operating activities was affected by the
payment of greater financial expenses of €2,600 thousand compared with the previous year as a
result of the payment of the financing fees associated with the signing of the new Loan Agreement
which took place on 22 December 2017.

Cash flow generated (absorbed) by investment activities

Year ended

(Amounts in thousands of Euros)

28 February 2018 28 February 2017
Cash flow from investment activities
Purchases of plant, equipment and other assets (28,446) (23,479)
Purchases of intangible assets (8,812) (4,419)
Collections from the sale of plant, equipment and other assets 1 61
Investments in equity investments (9,283) -
Investments for business combinations and business units (10,985) -
Cash flow generated/(absorbed) by investing activities (57,525) (27,837)

Investment activities absorbed liquidity of €57,525 thousand and €27,837 thousand, respectively, in
the years ended 28 February 2018 and 28 February 2017.

With reference to the year ended 28 February 2018, the Company's main requirements involved:

- investments in equity investments of €9,283 thousand relating to the share paid for the
purchase price of Monclick of €3,500 thousand and the payments to cover losses and the capital
contribution payments made during the year of €5,783 thousand. Note that on 29 June 2017 and 10
January 2018 the Unieuro Board of Directors approved payments to the provision to cover losses of

303



€1,192 thousand and €1,783 thousand, respectively and capital contribution payments of €2,808
thousand and €1,217 thousand, respectively. The payment yet to be made on 28 February 2018 is
equal to €1,217 thousand and was made through offsetting of commercial receivables realized on 31
March 2018.

- investments in business unit combinations of €10,985 thousand relate to the share of the
purchase price paid for the business units of Andreoli S.p.A. for €9,381 thousand and Cerioni
S.p.A. for €1,604 thousand,

- investments in plant, machinery and equipment of €28,446 thousand, mainly relate to
interventions at sales outlets opened, relocated or renovated during the year;

- investments in intangible fixed assets of €8,812 thousand relating to the development of the
website www.unieuro.it and IT systems at the Forli headquarters.

Cash flow generated/(absorbed) by financing activities

Year ended

(Amounts in thousands of Euros)

28 February 2018 28 February 2017
Cash flow from investment activities
Increase/(Decrease) in financial liabilities 16,529 (4,137)
Increase/(Decrease) in other financial liabilities 154 998
Increase/(Decrease) in shareholder loans - (20,442)
Distribution of dividends (20,000) (3,880)
Net cash and cash equivalents generated by financing activities (3,317) (27,461)

Financing absorbed liquidity of €3,317 thousand in the year ended 28 February 2018 and €27,461
thousand for the year ended 28 February 2017.

The cash flow from financing activities as at 28 February 2017 mainly reflects:

- an increase in financial liabilities of €16,529 thousand mainly due to the restructuring of the lines
of credit following the conclusion of the new loan which took place on 22 December 2017.

- an increase in other financial liabilities of €154 thousand mainly due to the increase in debts of
assets subject to financial leasing.

- the distribution of a dividend of €20,000 thousand of which €11,587 thousand in respect of the
profit for the year ended 28 February 2017 and €8,413 thousand from the use of part of the
extraordinary reserve, as approved on 20 June 2017 by the Shareholders' Meeting.

5.27 Share-based payment agreements
Call Option Agreement

On 22 October 2014, the shareholders of Venice Holdings S.r.l. (“Shareholders of Venice
Holdings”) concluded a 5-year call option agreement which involves the commitment of
shareholders - if the sale of the majority of shares owned by them in the share capital of Venice
Holdings S.r.l. (hereinafter also “Venice Holdings”) is concluded - to approve an increase in the
share capital of Venice Holdings, to be released in two tranches (tranche A and tranche B), reserved
to certain managers and employees of Unieuro and the former Unieuro, holders of Venice Holding
shares. The beneficiaries, who should be in office when the sale takes place, have been allocated a
right of pre-emption that is conditional (at the change of control of VVenice Holdings) on subscribing
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(in full or in part) to the two tranches of the Venice Holdings share capital increase which is the
subject of the commitment undertaken by the shareholders themselves. The right of pre-emption
does not have a deadline.

Specifically, in the Call Option Agreement these options give the right to subscribe a certain portion
of the share capital of Venice Holdings at a fixed issue price equal to: 792 Euro units for the first
tranche (tranche A and tranche B) plus 8% per year from 30 November 2013 until the time the
option is exercised, and 792 Euro units for the second tranche (tranche B) plus 25% per year from
30 November until the time the option is exercised.

Following the merger by incorporation of Venice Holdings into Italian Electronics Holdings S.r.1.,
the commitments undertaken pursuant to the Call Option Agreement were confirmed. Therefore, the
managers and employees who signed the agreement had the right to subscribe shares in the capital
increase which will be approved by the Shareholders’ Meeting of Italian Electronics Holdings S.r.1.
if the change of control takes place pursuant to the Call Option Agreement.

During the financial year ended 28 February 2017, Unieuro launched all the internal preparatory
activities for the listing of the Unieuro’s shares on the Mercato Telematico Azionario organised and
managed by Borsa Italiana S.p.A. The listing project was formally ratified by the Shareholders’
Meeting of 12 December 2016. Following the launch of the listing project, in order to confirm the
incentive of the assignees of the Call Option Agreement, the reference shareholder (ltalian
Electronics Holdings S.r.l.) decided to change the original options plan at the beginning of February
2017 by a renunciation of the previous Call Option Agreement and a simultaneous assigning of a
new options plan called the Transaction Bonus lasting 5 years which involved the commitment of
Italian Electronics Holdings S.r.l.: (i) if the result of the admission to listing process is positive, the
allocation to certain Company managers, on the day of the establishment of the placement price, by
Italian Electronics Holdings, of a number of Company shares free of charge, with the obligation to
sell the shares granted on the day of the placement and to other managers of a sum in Euros equal to
the value of a pre-established number of shares at the placement price; (ii) in the case of the sale to
a third-party of all or some of the Company shares, the granting to certain Company managers and
employees, before the transfer to third-parties, by Italian Electronics Holdings, of a number of
Company shares free of charge, with the obligation to sell the shares granted to the third-party
buyer. The realisation of events was mutually exclusive therefore, as the first event is realised in
terms of time, the possibility of the second event automatically becomes ineffective. On 4 April
2017, Italian Electronics Holdings S.r.l. completed the process of listing Unieuro S.p.A. shares on
the STAR Segment of the Mercato Telematico Azionario of Borsa Italiana S.p.A., placing 31.8% of
the Company’s share capital for a total value of €70 million. From 3 May 2017, the greenshoe
option granted by Italian Electronics Holdings S.r.l. was partially exercised for 537,936 shares
compared to the 636,363 shares that had been the object of the Over Allotment. The purchase price
of the shares that were the object of the greenshoe option was €11.00 per share, which corresponds
to the offer price which was set for the placement, totalling €5,917 thousand. The share settlement
relative to the greenshoe option took place on 8 May 2017. On 6 September 2017, Italian
Electronics Holdings placed, under the accelerated bookbuilding procedure, 3,500 thousand
ordinary shares, corresponding to 17.5% of the share capital of Unieuro, at the price of € 16 per
share. The settlement of the transaction took place on 8 September 2017. The total amount was €
56,000 thousand.

The revision of the assignment mechanism, which took place by revoking the previous Call Option

Agreement and simultaneously having beneficiaries sign the Transaction Bonus, was structured as
an amendment to the existing plan which resulted in an event to accelerate the vesting period.
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To define the length of the vesting period, the new deadline considered for the service period of the
recipients for the purpose of the definition of the vesting period, was 4 April 2017, the placement
date of the shares on the Mercato Telematico Azionario. The amount of personnel costs to be
allocated to the income statement, with the offsetting item being the specific reserve for share-based
payments, was therefore revised in the light of the new vesting deadline.

In the financial statements for the year ended 28 February 2018 the evaluation of the probable
market price of the options is recorded using the binomial method (Cox — Ross — Rubinstein).

In determining the fair value at the allocation date of the share-based payment, the following data
was used:

Tranche A Tranche B

Fair value at grant date €610.00 €278.00
Price of options at grant date €8.55 €1.01
Exercise price €792 + 8% per year €792 + 25% per year
Anticipated volatility 30% 30%
Duration of the option 5 years 5 years
Expected dividends 0% 0%
Risk-free interest rate ECB return ECB return
Eurozone government bonds (AAA)  Eurozone government bonds (AAA)

Illiquidity discount 33.3% 33.3%

The number of outstanding options is as follows:

Tranche A Tranche B

Number of options 'g;;?::sr ;g Number of options  Number of options

28 February 2018 February 2017 28 February 2018 28 February 2017

Existing at the start of the financial year - 9,305 - 4,653
Exercised during the financial year - - - R
Granted during the financial year - - - R
Contribution from merger - - - -
Withdrawn during the financial year (bad leaver) - - - -
Plan amendment (Transaction Bonus) - (9,305) - (4,653)
Existing at the end of the financial year - - - _
Not granted at the start of the financial year - 4,902 - 2,451
Exercisable at the end of the financial year - - - -
Contribution from merger - - - R
Plan amendment (Transaction Bonus) - (4,902) - (2,451)

Not granted at the end of the financial year - - - -

Note that, as mentioned above, the Transaction Bonus constitutes a change to the existing plan
which caused an acceleration event in the vesting period.

Long Term Incentive Plan

On 6 February 2017, the Extraordinary Shareholders Meeting of Unieuro approved the adoption of
a stock option plan Long Term Incentive Plan” (hereinafter the "Plan” or “LTIP”) reserved for
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Executive Directors, associates and employees (executives and others) of Unieuro. The Plan calls
for assigning ordinary shares derived from a capital increase with no option rights pursuant to Art.
2441, paragraphs 5 and 8 of the Italian Civil Code approved by the Company's Shareholders’
Meeting on the same date.

The Plan specifies the following objectives: (i) focusing the attention of the recipients on the
strategic factors of Unieuro and the Group, (ii) retaining the recipients of the plan and encouraging
their remaining with Unieuro and/or other companies of the Group, (iii) increasing the
competitiveness of Unieuro and the Group in their medium-term objectives and identifying and
facilitating the creation of value both for Unieuro and the Group and for its shareholders, and (iv)
ensuring that the total remuneration of recipients of the Plan remains competitive in the market.

The implementation and definition of specific features of the Long Term Incentive Plan were
referred to the same Shareholders’ Meeting for specific definition by the Unieuro Board of
Directors. On 29 June 2017, the Board of Directors approved the plan regulations for the plan
(following the “Regulations”) whereby the terms and conditions of implementation of Long Term
Incentive Plan were determined.

The Recipients subscribed to the Plan in October 2017. The parties expressly agreed that the effects
of granting rights should be retroactive to 29 June 2017, the date of approval of the regulations by
the Board of Directors.

The Regulations also provide for the terms and conditions described below:
- Condition: the Plan and the grant of the options associated with it will be subject to the
conclusion of the listing of the Company by 31 July 2017 (*IPO”);

- Recipients : the Long Term Incentive Plan is addressed to Directors with executive type
positions, associates and employees (managers and others) of Unieuro that were identified
by the Board of Directors within those who have an ongoing employment relationship with
Unieuro and/or other companies of the Group. Identification of the Recipients was made on
the basis of a discretionary judgment of the Board of Directors that, given the purpose of
Long Term Incentive Plan, the strategies of Unieuro and the Group and the objectives to be
achieved, took into account, among other things, the strategic importance of the role and
impact of the role on the pursuit of the objective;

- Object: the object of the Plan is to grant the Recipients option rights that are not transferable
by act inter vivos for the purchase or subscription against payment of ordinary shares in the
Company for a maximum of 860,215 options, each of which entitling the bearer to subscribe
one newly issued ordinary share (“Options”). If the target is exceeded with a performance of
120%, the number of Options will be increased up to 1,032,258. A share capital increase
was approved for this purpose for a nominal maximum of €206,452, in addition to the share
premium, for a total value (capital plus premium) equal to the price at which Unieuro’s
shares will be placed on the MTA through the issuing of a maximum of 1,032,258 ordinary
shares;

- Granting: the options will be granted in one or more tranches and the number of Options in
each tranche will be decided by the Board of Directors following consultation with the
Remuneration Committee;

- Exercise of rights : the subscription of the shares can only be carried out after 31 August
2020 and within the final deadline of 31 July 2025;

- Vesting: the extent and existence of the right of every person to exercise options will happen
on 31 August 2020 provided that: (i) the working relationship with the Recipient persists
until that date, and (ii) the objectives are complied with, in terms of distributable profits, as

307



indicated in the business plan on the basis of the following criteria:

0 in the event of failure to achieve at least 85% of the expected results, no options will
be eligible for exercise;

o if 85% of the expected results are achieved, only half the options will be eligible for
exercise;

o if between 85% and 100% of the expected results are achieved, the number of
options eligible for exercise will increase on a straight line between 50% and 100%;

o if between 100% and 120% of the expected results are achieved, the number of
options eligible for exercise will increase proportionally on a straight line between
100% and 120% — the maximum limit.

- Exercise price: the exercise price of the Options will be equal to the issue price on the day of
the IPO amounting to €11 per share;

- Monetary bonus: the recipient who wholly or partly exercises their subscription rights shall
be entitled to receive an extraordinary bonus in cash of an amount equal to the dividends
that would have been received at the date of approval of this Long Term Incentive Plan until
completion of the vesting period (29 February 2020) with the exercise of company rights
pertaining to the Shares obtained during that year with the exercise of Subscription Rights

- Duration: the Plan covers a time horizon of five years, from 31 July 2020 to 31 July 2025.

In the financial statements the evaluation of the probable market price of the options is recorded
using the binomial method. The theories underlying the calculation were (i) volatility, (ii) risk rate
(equal to the return on Eurozone zero-coupon bond securities maturing close to the date the options
will be exercised), (iii) the exercise deadline equal to the period between the grant date and the
exercise date of the option and (iv) the amount of expected dividends. Lastly, in line with the
provisions of IFRS 2, the probability of the Recipients leaving the plan, which ranges from 5% to
15% and the probability of achieving the performance targets were taken into account.

In determining the fair value at the allocation date of the share-based payment, the following data
was used:

Fair value at grant date €7.126
Price of options at grant date €16.29
Exercise price €11.00
Anticipated volatility 32%
Duration of the option 5.5 years
Expected dividends Expected dividends 22001280

Risk-free interest rate (based on

0,
government bonds) 0%

The number of outstanding options is as follows:

Number of
options

28 February
2018

Existing at the start of the financial year
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Exercised during the financial year
Granted during the financial year 831,255
Contribution from merger

Withdrawn during the financial year (bad leaver)

Existing at the end of the financial year 831,255

Not granted at the start of the financial year 860,215

Exercisable at the end of the financial year

Not granted at the end of the financial year 28,960

5.28 Business unit combinations

Acquisition of Andreoli S.p.A. business unit

On 17 February 2017, Unieuro completed the acquisition of a business unit from Andreoli S.p.A.,
in an agreement among creditors, consisting of 21 stores located mainly in central Italy, situated in
shopping centres and sized between 1,200 and 1,500 square metres. The acquired chain previously
operated under the brand name Euronics in southern Lazio, Abruzzo and Molise.

The acquisition is of great strategic value for Unieuro because it enables significantly increasing
sales thereby strengthening its position in the domestic market.

The consideration for the sale of the company is €12,200 thousand and is adjusted as follows:
- €3,900 thousand were paid by Unieuro as a deposit for the submission of the tender offer
within the competitive procedure under Article 163-bis of the Italian Bankruptcy Law;
- €2,819 thousand through the assumption of the debt owed by Andreoli S.p.A to its
transferred employees;
- €5,481 thousand by bank transfer executed on 17 May 2017.

The values relating to assets acquired and liabilities assumed are reflected in the financial
statements from the date Unieuro acquired control, namely from 17 May 2017.

The amounts reported with reference to the assets acquired and liabilities assumed at the acquisition
date are summarised below:

(Amounts in thousands of Euros) Acquired assets (liabilities) Iderzltilélbailljilteieassets Rec((;?:t;isﬁg:ss)sets
Plant, machinery, equipment and other assets and 667 0 667
intangible assets with finite useful life

Other current assets/liabilities (1,983) (109) (2,092)
Employee benefits (836) 0 (836)
Provisions (71) (712)
Other financial liabilities (87) 0 87)
Total net identifiable assets (2,239) (180) (2,419)

The identifiable assets (liabilities) were determined on a provisional basis as provided by IFRS 3,
and refer to: (i) liabilities refer to transferred employees for holidays and leave of €(61),
disagreements existing at the moment of the acquisition of the business unit Andreoli S.p.A of
€(71) thousand and (iii) liabilities relating to transferred contracts of €(48) thousand.

The following table briefly describes the preliminary goodwill recognised at the time of
combination:
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(Amounts in thousands of Euros) 28 Febraury

Transaction consideration (12,200)
Assumption of debt of personnel 2,819
Transaction consideration excluding assumption of personnel debt (9,381)
Acquired Assets (Liabilities) (2,239)
Fair Value adjustment of acquired Assets (Liabilities) (180)
Other current assets/liabilities (109)
Provisions (71)
Excess Price to be Allocated (11,800)
Key Money 1,300
Residual goodwill 10,500

As required by IFRS 3, the intangible assets were recorded separately from goodwill and recorded
at their fair value on the acquisition date, which meets the requirements under IAS 38. Key money
paid for the opening of sales outlets is considered as severance costs with reference to property
leases and feature a ratio between the location of the sales outlet and the factors such as the high
number of visitors, the prestige of having a sales outlet in a certain location and protecting an area
where a competitor is present. For the measurement of this fair value the Company enlisted external
consultants with proven experience which, using assessment methods in line with the best
professional practices, estimated the value of the Key money at €1,300 thousand.

The residual goodwill measured during the business combination at €10,500 thousand was allocated
to the Retail CGU relating to all cash flows from Retail, Online and Travel distribution channels.

Note that Unieuro availed itself of the right provided under IFRS 3 to carry out a provisional
allocation of the cost of the business combination at the fair value of the assets, liabilities and
contingent liabilities (of the acquired business). If new information obtained during one year from
the acquisition date, relating to facts and circumstances existing at the acquisition date, leads to
adjusting the amounts indicated or any other fund existing at the acquisition date, accounting for the
acquisition will be revised. Significant variations to what already accounted are not not expected.

Acquisition of Cerioni S.p.A. business unit

On 31 October 2017 Unieuro completed the acquisition of a business unit from Cerioni S.p.A.,
composed of 19 direct sales outlets in central/northern Italy. The chain acquired previously operated
under the Euronics brand. The acquisition took place in three phases through the sale of three
groups of stores constituting a business sub-unit.

The acquisition is of great strategic value for Unieuro because it enables significantly increasing
sales thereby strengthening its position in the domestic market.

The consideration for the sale of the company is EUR 8,004 thousand and is adjusted as follows:
- €1,200 thousand was paid by Unieuro at the time of the agreement;
- €1,334 thousand through the assumption of the debt owed by Cerioni S.p.A to its transferred
employees;
- €400 thousand was paid by Unieuro at the first execution date;
- €4 thousand was paid by Unieuro at the third execution date;
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- The remaining part equal to €5,066 thousand will be paid in six equal half-yearly
instalments from 10 July 2018.

The values relating to assets acquired and liabilities assumed are reflected in the financial
statements from the date Unieuro acquired control of the three groups of stores.

The amounts reported with reference to the assets acquired and liabilities assumed at the acquisition
date are summarised below:

. Acquired Assets Identifiable Assets . o
(Amounts in thousands of Euros) /(Liabilities) /(Liabilities) Recognised Assets/(Liabilities)
Plant, machinery, equipment and other assets and )
intangible assets with finite useful life 1,260 1,260
Other current assets/liabilities (915) - (915)
Employee benefits (419) - (419)
Total net identifiable assets 74) - 74)

The following table briefly describes the preliminary goodwill recognised at the time of acquisition:

(Amounts in thousands of Euros) 28 February 2018
Transaction consideration (8,004)
Assumption of debt of personnel 1,334
Transaction consideration excluding assumption of personnel debt (6,670)
Acquired Assets/(Liabilities) (74)
Fair Value adjustment of acquired Assets/(Liabilities) 0
Excess Price to be Allocated (6,744)
Key Money 1,090
Residual goodwill 5,654

As required by IFRS 3, the intangible assets were recorded separately from goodwill and recorded
at their fair value on the acquisition date, which meets the requirements under 1AS 38. Key money
paid for the opening of sales outlets is considered as severance costs with reference to property
leases and feature a ratio between the location of the sales outlet and the factors such as the high
number of visitors, the prestige of having a sales outlet in a certain location and protecting an area
where a competitor is present. For the measurement of this fair value the Company enlisted external
consultants with proven experience which, using assessment methods in line with the best
professional practices, estimated the value of the Key money at €1,090 thousand.

The residual goodwill measured during the business combination at €5,654 thousand was allocated
to the Retail CGU relating to all cash flows from Retail, Online and Travel distribution channels.

Note that Unieuro availed itself of the right provided under IFRS 3 to carry out a provisional
allocation of the cost of the business combination at the fair value of the assets, liabilities and
contingent liabilities (of the acquired business). If new information obtained during one year from
the acquisition date, relating to facts and circumstances existing at the acquisition date, leads to
adjusting the amounts indicated or any other fund existing at the acquisition date, accounting for the
acquisition will be revised. Significant variations to what already accounted are not expected.
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6 RELATED-PARTY TRANSACTIONS

The tables below summarise the Company's credit and debt relations with related-parties as at 28
February 2018 and 28 February 2017:

(Amounts in thousands of Euros)

Credit and debt relations with related-parties (as at 28 February 2018)

A Total Impact
Statutory Rh(_)ne . Main . balance on
Type Auditors Capital Board of Directors managers Monclick Total sheet balance
IL.P. item s'heet
item
As at 28 February 2018
Trade receivables - - - - 2,802 2,802 40,366 6.9%
Trade payables - - - - (1,812)  (1,812) (410,086) 0.4%
Other financial liabilities - - - - (1,217)  (1,217) (12,195) 10.0%
Other current liabilities (67) - (190) (365) - (622) (162,432) 0.4%
Other non-current liabilities - - - (487) - (487) (718) 67.8%
Total (67) - (190) (852) (227)  (1,336)
(Amounts in thousands of Euros) Receivable and payable positions with related-parties as at 28 February 2017
Type Electlrt;:iiz N'S'\rA? SAtit(;jitt%Z C;:?;Iell Board of Directors manggzirrs] Total ba-llg;(:]t?; Imgz;gni:
Holdings L.P. sheetitem  sheet item
As at 28 February 2017
Trade receivables 179 65 244 35,203 0.7%
Trade payables (15) (15) (334,546) 0.0%
Current tax assets 4,042 4,042 7,955 50.8%
Other current liabilities (29) (80) (417) (624) (1,150) (140,327) 0.8%
Other non-current liabilities (21) 0.0%
Total 4,221 50 (29) (80) (417) (624) 3,121

The following table summarises the Company's related-part income statement positions as at 28
February 2018 and 28 February 2017:

(Amounts in thousands of Euros)

Economic relations with related-parties (as at 28 February 2018)

Impact
Rhéne - Total on
Type Statu'tory Capital B_oard of Main Monclick Total balance  balance
Auditors Directors managers -
11 L.P. sheet item sheet
item
At February 2018
Revenue - - - - 8,817 8,817 1,835,518 0.5%
Other income - - - - 86 86 5,377 1.6%
S":f(;*;izes of materials and external 63  (151) (571) - (L093) (1878) (L677.218)  01%
Personnel costs - - - (4,608) - (4,608)  (154,464) 3.0%
Total (63) (151) (571) (4,608) 7,810
(Amounts in thousands of Euros) Economic relations with related-parties as at 28 February 2017
Impact
Italian Electronics Ni.Ma Statutory thne Board of Main Total on
Type . - Capital - Total balance balance
Holdings  S.r.. Auditors Directors managers -
IL.P. sheet item sheet
item

As at 28 February 2017

312



Other income 12 - - - - - 12 6,360 0.2%

Purchase

s of materials and

external services - (1,159) (60)  (964) (252) - (2435) (1,491,938) 0.2%
é))(t;:;st)ezerating costs and ©) ) ) ) ) ©) (5.377) 0.1%
Personnel costs - - - - (2,331) (3,954) (5,925) (136,633) 4.3%
Financial expenses (788) - - - - - (788) (6,222) 12.7%
Total (776) (1,165) (60)  (964) (2,583) (3,954) (9,142)

With

regard to the periods under consideration, credit/debt and economic relations with related-

parties mainly refer to:

rental fees relating to the Company's registered office in Forli, several sales points and the
debiting of insurance costs invoiced by Ni.Ma S.r.l., a company with its registered office in
Forli and invested in by several members of the Silvestrini family (Giuseppe Silvestrini,
Maria Grazia Silvestrini, Luciano Vespignani and Gianpaola Gazzoni, respectively who each
own 25% of the share capital, who are also shareholders of Italian Electronics Holdings);
Note that, on 17 October 2017, the partial demerger of Italian Electronics Holdings into eight
newly established companies took place. Following the transaction, at the date of these
financial statements, Ni.Ma S.r.l. is no longer a related party;

account keeping service by Company employees with regard to the parent company Italian
Electronics Holdings interrupted following the positive outcome of the listing which took
place on 4 April 2017,

national tax consolidation scheme, where the option was exercised in 2015 and generated
receivables for the Company from the parent and consolidating company Italian Electronics.
Following the loss of control of Italian Electronics Holdings which took place on 6 September
2017, the national tax consolidation scheme was interrupted and Italian Electronics Holdings
as the consolidating party exercised its option with effect from the year ended 28 February
2015;

borrowings from Italian Electronics, granted on 2 December 2013 and interest-bearing. On 21
November 2016, the Company’s Board of Directors approved the full repayment of the
remaining amount owed on the inter-company loan in an amount totalling €21,120 thousand.
Therefore the Intercompany Loan was repaid in full and extinguished on 28 November 2016;

distribution of a dividend of €20,000 thousand through the use of Unieuro profits for the year
ended 28 February 2017, totalling €11,587 thousand and, for the remaining part €8,413
thousand, through the use of part of the extraordinary reserve, as approved on 20 June 2017
by the Shareholders’ Meeting of the parent; the share for Italian Electronics Holdings is
€9,598 thousand,;

service agreement contract with Rhone Capital Il, which provides for the provision of
specialised services for: (i) advisory services : strategic and financial planning, forecasting,
consulting for preparing financial reports for clients, and support for signing loan agreements
with banks and with third party professionals; (ii) insurance service: advice in order to
determine an appropriate level and type of insurance contracts already concluded or to be
concluded by the company; (iii) corporate communications services : advice and assistance in
public relations with the press and with investors; (iv) employee services : advice for senior
human resources management and incentive systems reserved for top management; (v) other
services. It should be noted that the service agreement with Rhone Capital Il was
discontinued during the period, following the success of the listing project.
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a cost relating to leasing or letting of real property for guest use, located on via Focaccia in
Forli, owned by Giuseppe Silvestrini recorded following the definition of the new perimeter
of related parties, signed on 8 August 2017; Following the transaction, at the date of these
financial statements, Ni.Ma S.r.l. is no longer a related party;

The stock option plan known as the Long Term Incentive Plan for Executive directors,
contractors and employees of Unieuro. The Plan calls for assigning ordinary shares derived
from a capital increase with no option rights pursuant to Article 2441, paragraphs 5 and 8 of
the Italian Civil Code

commercial relations for the provision of goods and services with the subsidiary company
Monclick S.r.l. and cash flows relating to payments to cover losses and capital contribution
payments during the year of €5,783 thousand. Note that on 29 June 2017 and 10 January 2018
the Unieuro Board of Directors approved payments to the provision to cover losses of €1,180
thousand and €1,783 thousand, respectively and capital contribution payments of €2,808
thousand and €1,217 thousand, respectively. The payment yet to be made on 28 February
2018 is equal to €1,217 thousand and was made through offsetting on 31 March 2018.

relations with Directors and Main Managers, summarised in the table below:

Main managers

Year ended 28 February 2018 Year ended 28 February 2017

Chief Executive Officer - Giancarlo Nicosanti

Monterastelli

Chief Executive Officer - Giancarlo Nicosanti Monterastelli

Chief Financial Officer - Italo Valenti Chief Financial Officer - Italo Valenti

Chief Corporate Development Officer - Andrea Scozzoli  Chief Corporate Development Officer - Andrea Scozzoli

Chief Omnichannel Officer - Bruna Olivieri Chief Omnichannel Officer - Bruna Olivieri

Chief Operations Officer - Luigi Fusco Chief Operations Officer - Luigi Fusco

The gross pay of the main managers includes all remuneration components (benefits, bonuses and
gross remuneration).

The table below summarises the Company's cash flows with related-parties as at 28 February 2018
and 28 February 2017:

(Amounts in thousands of Euros) Related-parties
Italian Rhéne Total Impact
T Electronics  Ni.Ma  Statutory ] Board of Main Monclick balance
ype ; ] Capital . Total balance
Holdings S.r.l. Auditors Directors managers S.r.l. sheet
I1L.P. . sheet
S.r.l item .
item
Period from 1 March 2016 to 28
February 2017
Net cash flow generated/(absorbed) by : o
operating activities (1,656) (1,150) (31) (984) (1,483) (1,457) (6,761) 56,523 (12.0%)
Cash flow generated/(absorbed) b
financing a%tivities ¢ by (24.322) - - - - - - (24322) (27,461) 88.6%
Total (25,978)  (1,150) (31)  (984) (1,483) (1,457)
Period from 1 March 2017 to 28
February 2018
Net cash flow generated/(absorbed) by 4,221 50 (25  (231) (798) (3,428) 6,820 6,609 84385  7.8%

operating activities
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Cash flow generated/(absorbed) by (5783 (5783 (7525 101%
investing activities ) ) , .
Cash flow generated/(absorbed) by

financing activities (9.598) - - - - - - (9.598) (3,317) 289.4%

Total (5,377) 50 (25)  (231) (798) (3,428) 1,037

7 OTHER INFORMATION
Contingent liabilities

Based on the information currently available, the Directors of the Company believe that, at the date
of the approval of these financial statements, the provisions set aside are sufficient to guarantee the
correct representation of the financial information.

Guarantees granted in favour of third-parties

(Amounts in thousands of Euros) Year ended

28/02/2018 28/02/2017
Guarantees and sureties in favour of:
Parties and third-party companies 32,072 23,532
Total 32,072 23,532

Operating lease assets

The Company has commitments mainly resulting from lease agreements for premises where sales
activities are conducted (stores) and administration and control activities (corporate functions at the
Forli offices) and logistics warehouses for the management of inventories.

As at 28 February 2018, the amount of rental fees due for operating lease agreements is given
below:

(Amounts in thousands of Euros) Period ended 28 February 2018
Within the Between 1 and More than 5
. : Total
financial year 5 years years
Rental fees due for operating lease agreements 52,219 35,919 289 88,427

As at 28 February 2017, the amount of rental fees due for operating lease agreements is given
below:

(Amounts in thousands of Euros) Period ended 28 February 2017
Within the Between 1 and More than 5
. . Total
financial year 5 years years
Rental fees due for operating lease agreements 45,559 33,839 823 80,221

The rent still due to operating lease agreements reported an increase of €8,206 thousand in the year
ended 28 February 2018 compared with the year ended 28 February 2017 mainly due to the
combined effect of: (i) taking over the rental agreements of 21 sales outlets belonging to the
Andreoli S.p.A. business unit from July 2017; (ii) taking over the rental agreements of 19 sales
outlets belonging to the Cerioni S.p.A. business unit from November 2017, (iii) taking over the
rental agreement of the flagship store in the Euroma2 shopping centre; (iv) new openings of sales
outlets during the year and (v) the renegotiation with several landlords of the main contractual
conditions with special reference to the early termination clause, which involved a reduction of the
medium-/long-term exposure.

Payments to the independent auditors
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Payments to the independent auditors and its network for statutory audits and other services as at 28
February 2018 are highlighted below:

(Amounts in thousands of Euros) Period ended

Unieuro S.p.A. 28 February 2018
KPMG S.p.A. Audit 546
KPMG S.p.A. Certification services 114
KPMG S.p.A. Other services 90
KPMG Advisory S.p.A. Other services 137
Total 886

Subsequent events

No events occurred after the reference date of the separate financial statements that require
adjustments to the values reported in the financial statements.

On 26 March 2018, in conjunction with the approval of the preliminary revenues for the year just
concluded, the Board of Directors of Unieuro approved the advance to June 2018 of the ex-dividend
date in respect of the profits for the financial statements for the year ended 28 February 2018 as
well as its payment in one go, contrary to the provision of the dividend policy in force.

The decision, made possible by the favourable financial dynamics of Unieuro, was taken in the
interest of the Company and its shareholders in order to bring forward the total distribution of the
coupon for Shareholders by four months.

26 April 2018
Giancarlo Nicosanti Monterastelli Italo Valenti
Managing director and Chief Executive Officer Executive Officer Responsible for the preparation of
the financial statements of the company

Draft resolution of the Board of Directors submitted to the Shareholders' Meeting

Dear Shareholders,

We should like to propose you allocate the result for the year ended 28 February 2018, amounting
to € 8,521,310, to partially cover losses carried forward and negative reserves.

26 April 2018

—
e
-~

Giancarlo Nicosanti Monterastelli
/,--Cﬁief Executive Officer
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Appendix 1

Statement of Assets and Liabilities as at 28/02/2018 prepared applying the provisions pursuant to Consob

Resolution 15519 of 27/07/2006 and Consob Communication DEM/6064293 of 28/07/2006.

Year ended
(Amounts in thousands of Euros) Of which Of which
28 February with % 28 February with %
2018 Related- Weighting 2017 Related- Weighting
Parties Parties
Plant, machinery, equipment and other assets 74,714 60,822
Goodwill 167,549 151,396
Intangible assets with a definite useful life 18,421 11,808
Deferred tax assets 30,105 29,438
Other non-current assets 13,095 2,156
Total non-current assets 303,884 255,620
Inventories 313,188 269,551
Trade receivables 40,366 2,802 6.9% 35,203 244 0.7%
Current tax assets 2,887 7,955 4,042 50.8%
Other current assets 14,421 13,865
Cash and cash equivalents 60,209 36,666
Assets held for sale - -
Total current assets 431,071 2,802 0.7% 363,240 4,286 1.2%
Total Assets 734,955 2,802 0.4% 618,860 4,286 0.7%
Share capital 4,000 4,000
Reserves 105,957 120,101
Profit/(loss) carried forward (35,217) 2,417 (6.9%) (39,122) (9,142) 23.4%
Total shareholders’ equity 74,740 2,417 3.2% 84,979 (9,142) (10.8%0)
Financial liabilities 40,518 25,796
Shareholder funding - -
Employee benefits 10,586 9,783
Other financial liabilities 12,195 4,427
Provisions 5,696 8,833
Deferred tax liabilities 630 322
Other non-current liabilities 718 487 67.8% 21
Total non-current liabilities 70,343 487 0.7% 49,182 - 0.0%
Financial liabilities 6,961 5,984
Shareholder funding - -
Other financial liabilities 7,473 1,217 16.3% 2,418
Trade payables 410,086 1,812 0.4% 334,546 15 0.0%
Current tax liabilities - -
Provisions 2,920 1,424
Other current liabilities 162,432 622 0.4% 140,327 1,150 0.8%
Total current liabilities 589,872 3,651 0.6% 484,699 1,165 0.2%
Total liabilities and shareholders’ equity 734,955 6,555 0.9% 618,860 (7,977) (1.3%0)
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Appendix 2

Income Statement as at 28/02/2018 prepared applying the provisions pursuant to Consob Resolution 15519
of 27/07/2006 and Consob Communication DEM/6064293 of 28/07/2006.

Year ended
(Amounts in thousands of Euros) Of which Of which
28 February with % 28 February with %
2018 Related- Weighting 2017 Related-  Weighting
Parties Parties
Revenue 1,835,518 8,817 0.5% 1,660,495
Other income 5,377 86 1.6% 6,360 12 0.2%
TOTAL REVENUE AND INCOME 1,840,895 8,903 0.5% 1,666,855 12 0.0%
Purchases of materials and external services (1,677,217) (1,878) 0.1% (1,491,938) (2,435) 0.2%
Personnel costs (154,464) (4,608) 3.0% (136,633) (5,925) 4.3%
Changes in inventory 43,637 5,177
Other operating costs and expenses (8,502) (5,377) (6)
GROSS OPERATING PROFIT 44,349 2,417 5.4% 38,084 (8,354) (21.9%)
Depreciation, amortisation and write-downs (27,346) (17,958)
OPERATING PROFIT 17,003 2,417 14.2% 20,126 (8,354) (41.5%)
Financial income 299 358
Financial expenses (7,920) (6,222) (788) 12.7%
PROFIT BEFORE TAX 9,382 2,417 25.8% 14,262 (9,142) (64.1%)
Income taxes (861) (2,675)
PROFIT/(LOSS) FOR THE YEAR 8,521 2,417 28.4% 11,587 (9,142) (78.9%)
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Appendix 3

Cash Flow Statement as at 28/02/2018 prepared applying the provisions pursuant to Consob Resolution 15519 of 27/07/2006 and
Consob Communication DEM/6064293 of 28/07/2006.

Year ended
(Amounts in thousands of Euros) Of which . .
28 February 2018 with % 28 February ' Whll?cel:;tvelfﬁ %
Related- Weighting 2017 Parti Weighting
. arties
Parties
Cash flow from operations
Profit (loss) for the year 8,521 2,417 28.4% 11,587 (9,142) (78.9%)
Adjustments for: - -
Income taxes 861 2,675
Net financial expenses (income) 7,621 5,864
Depreciation, amortisation and write-
downs 27,346 17,958
(Profits)/losses from the sale of
property, plant and machinery - (31)
Other changes 1,386 952 68.7% 3,766 3,766 100.0%
45,735 3,369 7.4% 41,819 (5,376) (12.9%)
Changes in:
- Inventories (43,637) (5,178)
- Trade receivables (5,163) (2,558) 49.5% 151 (16) (10.6%)
- Trade payables 75,406 1,797 2.4% 1,174 2) (0.2%)
- Other changes in operating assets
and liabilities 20,860 4,001 19.2% 23,488 (1,367) (5.8%)
Cash flow generated/(absorbed) by
operating activities 47,466 6,609 13.9% 19,635 (6,761) (34.4%)
Taxes paid - -
Interest paid (8,816) (4,931)
Net cash flow generated/(absorbed)
by operating activities 84,385 6,609 7.8% 56,523 (6,761) (12.0%)
Cash flow from investment
activities
Purchases of plant, equipment and
other assets (28,446) (23,479)
Purchases of intangible assets (8,812) (4,419)
Collections from the sale of plant,
equipment and other assets 1 61
Equity investments (9,283) (5,783) 62.3% -
Investments for business
combinations and business units (10,985) -
Cash flow generated/(absorbed) by
investing activities (57,525) (5,783) (27,837) -
Cash flow from investment
activities
Increase/(Decrease) in financial
liabilities 16,529 (4,137)
Increase/(Decrease) in other financial
liabilities 154 998
Increase/(Decrease) in shareholder
loans - (20,442) (20,442) 100.0%
Distribution of dividends (20,000) (9,598) 48% (3,880) (3,880) 100%
Cash flow generated/(absorbed) by
financing activities (3,317) (9,598) 289.4% (27,461) (24,322) 88.6%
Net increase/(decrease) in cash and
cash equivalents 23,543 (8,772) (37.3%) 1,225 (31,083)  (2,537.4%)
CASH AND CASH
EQUIVALENTS AT THE START
OF THE YEAR 36,666 35,441
Net increase/(decrease) in cash and
cash equivalents 23,543 1,225
CASH AND CASH
EQUIVALENTS AT THE END OF
THE YEAR 60,209 36,666
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Appendix 4

Income Statement as at 28/02/2018 prepared applying the provisions pursuant to Consob Resolution 15519
of 27/07/2006 and Consob Communication DEM/6064293 of 28/07/2006.

Year ended

(Amounts in thousands of Euros) 28 February oOf Wr?(l)(;]h % 28 February oOf W:(,)(r;]h %

2018 - Weighting 2017 - Weighting

recurring recurring

Revenue 1,835,518 1,660,495
Other income 5,377 929 17.3% 6,360 2,414 38.0%
TOTAL REVENUE AND INCOME 1,840,895 929 0.1% 1,666,855 2,414 0.1%
Purchases of materials and external services (1,677,217) (14,074) 0.8%  (1,491,938) (14,231) 1.0%
Personnel costs (154,464) (5,828) 3.8% (136,633) (4,695) 3.4%
Changes in inventory 43,637 5,177 (1,062) (20.5%)
Other operating costs and expenses (9,662) (614) 7.2% (5,377)
GROSS OPERATING PROFIT 44,349 (19,587)  (44.2%) 38,084 (17,574)  (46.1%)
Depreciation, amortisation and write-downs (27,346) (6,276) 23% (17,958)
OPERATING PROFIT 17,003 (25,863)  (152,1%) 20,126 (17,574)  (87.3%)
Financial income 299 358
Financial expenses (7,920) (3,128) 39.5% (6,223)
PROFIT BEFORE TAX 9,382 (28,991)  (309,0%) 14,261 (17,574)  (123.2%)
Income taxes (861) (2,675)
PROFIT/(LOSS) FOR THE YEAR 8,521 (28,991)  (340.2%) 11,586 (17,574)  (151.7%)
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ATTESTATION OF THE SEPARATE FINANCIAL STATEMENTS OF UNIEURO S.P.A. AS AT
FEBRUARY 28, 2018, PURSUANT TO ARTICLE 81-TER OF THE CONSOB REGULATION 11971
OF 14 MAY 1999 AS SUBSEQUENTLY AMENDED AND INTEGRATED

The undersigned, Giancarlo Nicosanti Monterastelli, in his capacity as the Chief Executive Officer of
Unieuro S.p.A. and Italo Valenti, as Chief Financial Officer and executive responsible for the preparation of
the Company’s financial statements, pursuant to Article 154-bis, paragraphs 3 and 4, of the lItalian
Legislative Decree 58 of 24 February 1998, hereby certify:

» the adequacy in relation to the characteristics of the company and

* the effective implementation of the administrative and accounting procedures for the preparation of the full-
year financial statements of the Company, in financial year 2018.

It is also certified that the full-year Separate Financial Statements of the Company:

* have been drawn up in accordance with the international accounting standards recognised in the European
Union under the EC regulation 1606/2002 of the European Parliament and of the Council, dated July 19,
2002;

« are consistent with the entries in the accounting books and records;

« provide an accurate and fair view of the assets and liabilities, profits and losses and financial position of the
issuer.

The Directors’ Report contains a reliable analysis of operating performance and results and of the position of
the issuer, together with a description of the main risks and uncertainties to which it is exposed.

26 April 2018—

1ancarlo Nicosanti Monterasiclli r 4 e Italo Valenti
Mainaging director and Chiel Executive Officer | Exccutive Officer Responsible for the preparation
of the financial stalemenls of the company
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Independent auditors” report pursuant to article 14 of
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To the sharehoiders of
Liniewrn 5. A,

Report on the awdit of the separate financial statemants
Cypuruon
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wwmmmmﬂw Audms [“Collaqio
") of Uinveuro S.p.A. for the 5aparate nancial SEEmes

Thee direciors ane responsib e for the prepara@on of ssparaie fnancial staterments: that
g 3 nee and Talr view In accondamos with T infermnational Financlal Reportimg
Standards andorad by the Burnpean Lnion amd e alan reguabdons impksmsndng
aricie Sof Legisiafee decrmses mo. 32505 and, within e terms esabilshed by the [alan
I, for such Infemal conbmod as ey detemine B necsssary o anabie the preparadion
of firaancial sisferments. that ar= free from maksnal missbement, shether due b freud
o &rTor.

The= declors are responsi b= for assessing e Company's ablity o conbrus a8 a8
poimg concern and Tor the appropriate use of e going concem basls in the
preparafon of the sspoaryi= firancisl sSafsrmenis and for the: adequacy of the reiied
disciosures. The us= of s basls of accounbng s appmopriabe unless the dirschors:

beleye i e oondBons for Iquldafing the: Company or oeasing opsrations. exist, or
harwee mo realsic afbemaive bt bo do 0.

Thee Cod=phe Sindacals |5 resporsbie for ovsrsesing, within the f=rms esablshed by
the Halan b, B Compary's inancial reporting pooess.

ALdiers’ recponsiiiimes for the U of the separar financial Sammans

O oibjeciives are 1o oibiain reasonable assurmnos abowt whether the separaies
fMraanclal stalements as a whole are free from materal missiatement, whether dee o
fraved or ermor, amd o Issee an audiors” report that Inchedes our opinion. Reasonable
assuranceE B a high level of assurance, but B not a guaranie: that an awdit conduct=d
I sccordances with 154 Exila wil akvays detect a matedal missbem ent when § egiss.
Ml siaberments coan arise o fraud oF emor and are considensd maberial i, indrvbcusiby
o In the apggregate, they coukd FEasonabty b aapecied o nfuence the =comomic
gedsions of users @ken on e boslks of thess separade Snancal sEkEments.

An pari of an audi I acoordanoe with 154 Ealla, e exsrrise professionsl udgesrmsnt
and mainain professional scepfciem throughouwt the audi. We also:

— |dentfy and assess the risks of material missiaierment of e sepamabe financlal
siatemients, whether des o fraud or =mor, design and perfiorm audt procedunes
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Lvearo 5.0 A

28 Fabrumry 2IHE

responsive o ose fsks, and obisin audll svidenos that |5 suimclent amd
appropriabe b prosdlde & besls for our opinlon. The risk of mot detecting @ maberial
mizsiat=ment resuing fom fraud |5 higher than for o resulbing from =mor, 35
fraud may rvolve colusion, forgery, Imt=rtonal omissions, misrepresentations, or
thi= override of Ingernal contol;

— pbain an understamding of inbemal contnol redesvant b the aud® Inonder o design
audit procedures Bt are approprate nthe croumsanoes, but not for the purposs
of expressing an cpdnion on e eactyeness of the Company’s infermal control;

— Eyauabe the appropriabenes s of acooun@ng polcies ussd and the esonablsrmess
of accountng esimates and redabed disciosures made by the direciors;

— concude on the approprisi=ness of the dirschors' uses of the going concsm basis
of accountng and, besed on the sudE &ddence obiaimed, wieter 3 maisrial
unceriainty edsts reabed o svents or condSons that may cxst significant doubt on
the Company's abliSy o confnue as & going oomcem B we conclude that a
makerial uncertainty exists, we are reguinesd D drye stiention In our audlors” repaort
b thie refaied disdosures In the separale financlal sixkements. or, T such
discirsures are Inadequate, o oy o opinion. O concleshons: ans based on
thi= audR =videmce obbained up io T dabe of our sedinrs’ report. Hiosseser, fubons
eyveEnts or condBons may caus:s the Company o cease o oninue 35 3 going
COMNCET;

— eyalabe the oyeral presentation, stnucture and comtent of e separate financal
sial=mients, InCluding the disckcsures, and whether the sepamabe firanclal
siyt=mnts represent the underying arsactions and &vents In a manner that

achieyss fair presentabon

We communicabe with those charged with governance, ldented at the aporoprists

el reguired by 24 Hala, reganding, among other matters, the planmed soopes amd
Bming of the audE and significant audE Sndings, iInciuding ary signficant deficlencies
Imi Inberreal comirol et we ldent®y during our audit.

e also provide those changed with govemance wih a siztement Tl we Fave
oormipdled wih the ethics and Independence rules and siandsrds appiicabile in aly ard
pormrrunl ot with them all rdaboreships and other raiers that may reasorably be
thought 1o bear on our Independence, and whens applicable, relaied safeguands.
From the malers communicakd with Those charged 'with Qovemanoe, we dek=mine
thorses maEers that were of most significance in the audE of e sepamabe Nrarcial

statermants of the owment p=ar and ane, thersdors, the bey audt maters. We describe
these maars In our audBors’ report.

Ceher informazion required Dy arscie 10 of Regulason (BU) no. 33714

Oni 12 Descember 2016, the shareholders of Unleuro 2.p A appointsd us o perfomr
the sSatuiony awdit of s firancial sialerents as af and for the years ending from 28
February J017T o 22 February 2025.

We dedare that we did mot provide the prohibed ron-zodt senices refemsd i in
aracie 5.1 of Reguialion (27 no. 53714 amd et we remalinsd Independent of S

Company In corducting fhe shahsbory awdi.
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KPMG

Livearo 5.0 A
independen sudicm’ o
28 Fabmusry 2THA

A= confirm that the opirlon on the s=parste Snandal sSafements =xpressed hereln s
coresishent with the sddbional repot o the Codegio Sncacake, In s Capacky as audt
commitee, preparsd In aocordance with article 11 of e Regulabion mientoned abowe.

Report on other legal and regulatory requirements

Opirion pUTSLENT 0 rDcke 14.2.6) of Legisianve decree no. 3810 and arocie
125-lvs 4 of Lagislanye oecres no. SLEE

The direciom of Uinkeuro EpoA. are responsbie for the preparation of the Compang's
direciors’ report ard report on corporaie goyemance and cwnership stuckure &t 28

Februsry 2012 amd for e monsstency of =uch reports with the relaied separate
firanclal staiements and ther compllarce with the spplicabe s,

e have pericrmed the procadures requined by Standand on AudiEng (24 Baka) 7208
I crder bo mxpress an opinlon on the corslsbency of the directors’ report and the
specific Imformation presented In S report o0 corpomabe govemance amd cwmerzihip
sructure Imdcated by aricle 123-bis 4 of Leglsiathe deores no. 5808 Wi e
Company's s=paraie fnanc il stabements at 22 February 2098 and their commpd e
with the appdicable= 2w and 0 stale whether we Fove oendTied material
misstyl=mienis.

In our opinion, the diredors® report and the specfic Inforadon presenied in the report
on corpomabe govermancs and owmership siruchure nefemred o above ars consistent
with the separais Snandal sakements of Unieuns 2.p0A at 28 Febnesry 2015 and
have teep prepared 0 compllance wish e applicable law.

WS reference o @ above sfiatement rsguired By artice 12.2.2) of Legslatve decee
na. 33110, based on our knowledge amd understanding of the entty and s
envirerment obtained through our audlt, we have mothing 1o report.

Boiogna, T May a01s
KFi&S SpiA
sigrmsd on the original)

L Fesmand
Cirecior
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epsort by the Boerd of Suditers 1o the Sharaholders’ Meeting of "Unfems 5p.8,"
it acoordance with &rk 158 of Ivalian Legislation Decnes no. 5371598 {the *Consolidoted Finonoe

L] ane Ak, 2028, parsraph 5 of the lallan Civil Code

Dar Bherehalders,

i Lo e il th cerrant legldation powernisg capllal comganias with shanes Bshed on requiated markets,
and b peardance with the provisians of Bne Artldes of Asacation, dusdng the fingddol year ended 2528 28
Fehmupry PO, s supdratiad the motbers of our compebence, in aconrdance with the Rulio of Conduct of
the Board of Awditors of Bsted companies, eed By the Consigha Momionale sl Dation Commarciplish &
RN ASERNTY LOSARDNA praien  pacone! ool ool Ohergaed died Exuenl Aawalanilsl, S’z
recomiafdatians on corparabe corrcd and the potisitied af the Baard of Audizorg, and dhe indications
piven in the Govaimanics Dotk

Tee structure wed cortents of ths Repart ane compiant with those recomerended by stasdaesd O 5 1 of tha

Consighn Wonlen e ded Dolten' Somearchalil o degh Espent! Connebiy.

Suparsisiar ol compliaace with the lpw and the Articles of Sasedation

The Bosrd ol Azdhars has mperedsed the Company’s activities Shroegh specific Aediis and By altanding tio
Shareholters” Missbings a=d (hase of e Boerd of Direchors Addrionady, at least the Chalmen, abia
atiended tem mestings of e Bemuneration and Appoletreents Gomimitbes, the Sentwol and Risks
Comarittes, the Belehed-Perty Commiltes and 1he Sopersany Body, parsmnt to Exlan Leglletive Decrep
. 230000,

In gnisg about ice duthes, during the oorporate wear ander revley, the Beand of Suditers mal 11 Hmed, in
soma cien jelntly with tha Control and Risks Commities, the Superesory Dody and the Indapendent
Auditing Firm, ::'

Tri Board of Audibors sckngededped that it hag obimined isformation from the Diredors on the genorl
apErating peformance and Ks foreseapble gutosk, a5 well as the mes] relevant esmanis, fnancial ead
isqu bty indarrod tion Conce ming the Compamy; [t belbeves that this b compdlant with the law asd the Articlas
of Faindation. eFe spediically, the Bogrd of Bediors reports the jolowing operstion: and wente of
particylar inenast (hat ek place during the Snenclal pear and wp to bad ay's dates

0w 13 Al 3047, the Board of Dlreckors reschied b perchase the baslrees wnib Angrecdi Sp.8,; this
tranuickisn wiis csinphaled on 17 May 2007,

& On 10 Wiy 2017, the Boand of [irescfon resobkead 1o @tlgulate o ey cradit faciity to supplemcet
i madsting Loan Contract (calked bhe “Term Loan Fackily ©°), stipsiated en 16 bane 3047 slied ot
anvoring the Comgary asditonal resowces through which o Ainence sakd “prrmitted acouisRiond®,
tha *permitied opanings™ as dafined In the “Loan Condract®,

s Cn 29 ke 2017, the Board of Qimctore ratified tee purchous of 1008 of tha e cipital of
Bl 5.rd., 3 ransaction that was compeleted on & une 2017, s [t ricasheed U spproval of
rhe Lo Term Incentiva Plan 20LE-2025 Reguiation

« O 14 Saptember 2007, the Board of Director rezobsed: |i] the purctass of B higingds unit fram
Cerigid 5.pub, an aperation completed i several phases bebween Ociobar ond Decemiper 2017
asd {if) ne rigieds B zamial spin-alt of Hallan Becirenics Hoidisg Sl In the favour of zight
nevaoos, gheisg N consnt and walving the ferms putsuant o Art 2503 of the Ralian Ch Code.
Fallawing the camplatien of the trantaction on 17 Octaber 2047, as at the dabe of 1his Aapart,
lizdlan Blecironics Hldng S 8orl [formery So ) hadds 35035 af the Campany's share caglial,

Z
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s D= 12 Cinbar 2007, the Boerd of Directors achnow md ped the resignation of direcor Rency Ariene
Cooper, doled 22 Sepamdsr AT, hik which was moelved Dy 12 Company on 35 September
HI17, om the poskien & Aoh-seeaithe, ren-depandint membe of the Boand of DFecors and
fesolved b appadnt Uwe-Ermat Bufe ag new non-asecutive mamber of thi Beand of firechori

& On 13 Decamssr M7, thar Board af Dinectons reedlved the remnicbaing of the oredib tad by, wisdch -

mesalied n; (1] the eerky estingadshing ol the aabsing ool Telitg ard (B the medellsdibon of the
Company's oredi faclity by meens of (b sUpudstin of thieg iew oradl [l1EE Wil signilicandy
Eattar charactaiistics,
= O 25 Klarch 2008, the Board of Drecdors redsded the aarky dibibeation of the didend and s
payment 35 & lump sum, differcatly to tat ervhaged by e corest dvidinds pelicy approteed by
[ BT O LHNSC OO rS O L WWEINCm 000/ SXpeining s chokces,
w 0n 1T apdl 300E, the Board of Dirscion approand e bud gat fae 7y I0LE
o On 7% el 2004, vhe Bsand of Directers apgainted ICT Legal Canssiting - Stedic Lagale Bakon,
Brdagnisd & Partners, wis rpgiigered olliza in Bologne, as “Dots frafechion Cffioer” far ke Unlk=um
Group, In scoordance with Ark 37 of Regulenios [EU] 1016479
That Beded of Adbors acinowiedpes that i bas sependsed bath the dedsien-miking prociis tha kd the
baargd of et 1o make said resolutions and conclude =sid fransackions, snd their sl eorcudien,

withoul reEng ey crtlcal Bswes i this respect;

SupereHon of complisnces with itestand of cormect adminktnrtion

Thie Bozrd of sudibars hes ssperdaed complance with standands of oomact admiristration, anssring that al
artion resokaed aod implemented by the Direchers wis iniglned by prindplis of econsinie ralonity, ml
svirdesrty Imprudant, sazardous, stypical or enuual, is poiential conflict of inberesls ot in conllict with tha
remnlutions pasied by the Shaekalders’ Meeting or such as to risk the inbegrity of the Comgeny’ s asmbs,
iiore specilicaly, e Bossd of Ausditers reports lrl.le'.ulﬂ-l April 2017, the Paiing project purseed by the
Company rasched 3 wecemiyl conchsian, wilh Cw admision fo lsng of k1 ordinary shares in ta STAR
segmient ol the Electranic Siods Eschange.

Superukdon of tha suliab@iy of the organisatioaal stnchare
Tre Dosrd of Sl hes supendsed the Company's organisational struchene and belboves, in bght of the
superesony actvites camled owl eed msolar & it is competent, that tis sirucbere b5, a5 2 whole, ulkabie

snd reflable in terms of represanting apEraling svanii

sup#rvision of the sultabliiy of the intemal contred system

The loard of Audbers has supsrsised the Company's internal contral system and acknowledges trat the
ntemal eontral ayitam sppeais o0 be hasialy suliable for the Comparg's she and maragement
charmcterstion o b aicaraind dering the mectings of the Contml and ks Cammiiee, aimendad by o
Tz st omee of the membess of the Baand o fudlnar.

Unskr the smpe of the verfication of e adedquacy of B inlermal contmd gstam, S Boand of Aditonm
nirbes that thie Company's Drgansational Mo el b adequate §o the provizions puniissk (o lalen Legs]ptass
Depree fa 15172001 This model, wihich concerms the Compar's comprehenshie poifeiibes In proced ),
nrgmmu-ﬂ-:d:u.rql:ﬁrnl‘nl la s, pgedrs 1o be eSequaite and inciskes; ompllince with @B mosianed by
af ceganisetin specifically mepoinied ad duly fenctional, comgrising an Ieemal member [the "Intemal
audi Mamager"| and tan Rdegsndent extamal eepinng. The Modal B censtanthy manbeeed amd upelibed

174

with all s and changes b the arganiatics, f}
&
-

F
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Tre= Aoard of dudBors bas met regulady and melnisined 2 constant few of information weeh fhe
Supenvisory Bady and has esambsed the annisl repar of Bhe Superdsang Body far DOLFFA0EH; B has nol
cofnms s 1o maka is his regand.

The Comgary hes slso wlopted @ Code of Ethici under The stoge of the Qmantational Maodal and
curdinued I e gwareeess ol thiv dueing 100772004,

I order b aupenise the adeguacy of the intenal coniral system; the Boerd of suditors Belsed ot oniy
waith he Comtrod ad Risks Comantites and the Superedsary Body, bt also with the Okectar In charge of the
mitarmal corgnal sygbenn and rik managemaent and with the Intemal Sudit Depariment Manapar.

The Bogrd af Apdinan hag @xasined tha snnial mpem progannd By oha Inmamal At Dopa mmss o5 ) 25
Fehremry 1018, approved durng the seeting of the Board of Direckoes hefd on 38 Apeil !U:l!- fsring she
micating hHd an 36 Aprd 3019, the 30 Aonun’ Avot o o ales spprossd.

an leigy ove pedmber ol the Board of AwdBors abierded the meetlsps of the Remusemtlan osd
Appaintmests Commitlee and ths meetiigs of the Gelaed-Farty Cormmittes, acquiring Information ussdul
b Enawring She sppemasany dutied andigned i,

The Baard of Audibors acknoaledges thet the rods and resposalbiifbes of tae ashjects immbad m the
nbarnal costral systern and the risk manegement wpstem are different, o os o awold any operathe
wqserlags of the respedive areas of acthities and competencs and duplication of cenbrols

Sugaralzian of the miequacy of B acasunting-idmisslrothon syatom and B stetubery iudiL ol Gesornt
nscdar as it is competend; the Boond of Suditers Bay wpsreisnd the Cargasgl ascousisg-ad minikirali
systam and lis relaiiity in beres of providicg 3 correct represaniation of the opersthoe avants throegh tha
cabection al infarmation froe the departmesd manages, the samination of the comporabs documsentetan
s the analysi of the rasults of the wark Caned out by the Independest Audtiag Fre. The Beard of
fditors believai Slal Bl dyitam i sabdtanibely adiguabe and relible in wims of providleg & eamic
mpemnisticn of the opnraling sventi and admow lpdgis that aick Bady of B Compeny b fulflld the
dischozure chi pations sef ul by applliasdi hu.llllll-hfl-'.

Whore spediically, tee Board of fudibors nckes that the appointed ranager bas issued the cerification dhat
than Miancial skateents dooumests provkie o truthiul, comect represantation of e Campany's soosomis,
aqeity e Finarcisl pesitian

Tha Board if AudBon hes slio met with the Bzand of Aaslitees of the sk ur the wosl schange of
data end informatios. Curing these meetiegs. no events or anomalies arcze of ary elevance a5 io be
wiirtty of note i this Repert.

Pease nobe shat an 36 March 2018, the Baand of Oredoes eschved o mupplement the ppointmicet of the
Falegarckind Auditfing Fiom and duly aXust the Tees. The Board of Saditors schnowkdes that, as the
Sharahokiers e eting Tad aleady spprocsed the posdbiliny of wilbsegien gimendirnts bemg made o the
appaintment, in accondance with Ark &3 f the leltor af apgintrment, Ll nol sipees any pronsded
episionon the mupplizment b the apgolytment.

That Board of AuSinors reet with ke mianagoes of 1he Infependent Saditing Arm b sschanpe reknant data
ard lorsoaticn with tham and acinoswiedges that i has pat receksed any natficonlos ol amy eweils o
arpmiis of any nikvance i bo be worthy of 10TE in this Rigserl,

The Dard of Suditors acheoaledges that e report on the anmeal fsascial statements and the
corsaldated Armanclal ssefements, [ssoed by the indeperdend dudting Skmoon OF May Z20LE does s
comiain ot lndings andfar references io dischasures and cersflies that the annual and corsofidaiad
el statemanis hose beon prepored chiocky and provide a tuthful, cormect repressnatien of the
Compaimy' s Mnanclal and eguity poition, the soonomc resdis and cash ows,
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The game raperl, momosar, B oomgliant with the proddons of ark, 12940 of the Consoliddaled Firance S0
@1l conlaing the miatha infarmation recalled by parzgraps 4 of =i provisorng the nridepeesliat auditing
finm Fias asprassad an oplon of consslency perseant 1o &1 14, paragraph 1, letier 2f of Ralban Legidatie
Dt s no. 357305

fhe Baand of Sudiions sdnosledges that in the Anandal year e=ded o al 26 Feltraany 20E, the Compary
had apgsinted the Indapeadent audXing frm KPS 5.p8 ond the messten of B8 nelwork o prosido
audkting ared other non-msdiling srsioes, for o botal of Bero E054% ol whick GEk for suditiog send i ged
81k for ather sendces). ds a reull of the ue of Reguiation 1014537/ B, starking 20T, the Boeed of
Aadilor |5 calied 10 express 2n opinkon during the cenfeeral of apgointrents for non-awd it servioes oo the
Indeperdim Siadilitg Firnn and ather entties belongieg be tee netwurk. )

MbaTuvm, win 9F biay 2040, the ndeporsbont Sudiing Mres prosecsed beae Boaid of Auidcssr wilk the
additioral Aepor! ervisaged By At 11 of Reguiation EU no. 53772000, which reweils 2o significaet
ihastoamings In tae intemal moptesl st is raspact of the ded psure process, warling of being broegha wa
tea altanition of those reqpansizle for govamancs sallifd

Cotrldating the foragaing ond hewing schiowledged the daclaration of there being no prownds of
Irccmpatibifty amachid to ihe addisional Regort; the Board of Audion bl tha thare am o crivicl

bssues with respect ta i ndppendance.

Superision of ron-fnanchl infermetien

with reference 1o the Conmplidatnd Ren-finencial Repor [hessinadier the “HEEY] repulibed by Ilen
Lepilative Decree noe 35002006, the foand of Sudibn kay monilomd complanoe with the prosisiens of
Frw on the magier and tha adeguacy of the organisztional, adminktratiee, repodiog ard monltoring susm
prepered by the Compary 1o essune the comect, complebe repressniation, in the KEE of the hindneas
activities, ks reseiby and impacts with ragasds to non=Francal maibers

Tha Board of Sudhnre has chealned ragular llﬂll-l'i-__ﬂﬂ the peograss made on the pcthvitles required iar
1 ek preparation of the MPR and has mosipéeed obderanse of e sovid ons of alian Legiskrthee Decree
no. S54/ 2005 usder the scopa-of the duties asdened i by the aptem,

The HFR hek il Bidn il sind Tor o conforanlty apinlos by the ndependent Susditing Flrm, wisich izmns
a specific report contaladng & ceftillzation af B confarreiiy of the Infarration supplied in pocordenoe Wik
A, 3, paregraph 10 of |niar Legidatine Decree no. 25416,

i s speciied fhat the MFR was will be pabiisied rogat®ar Wwith the documenis relatve o the P 1012
aniel fnanckl statements, specfcaly i e Directoes” rpoee Gn ofamlion

et hosd of corract Enplamestation of e rules of conporats pevemance and initiatvas saken

The corpoesie possrmance slruglure of the Company is charnoiedsed by 2 set of rules, cenduct ond
procassas aimed st gearantising an aficknt, iansparent comporate govemarce system and an efficent
fenctinn af #s corporate Sodies and contro spsiem,

Mare spedfically, the corporate govermance stnciures adepted by the Company are SNded oa &
“rpditiorul ype srgankatisnal meodel comprising the foliowizg bodies Shershnlde s’ Meeting Dosrd A
Dureckors and Board of Auditors Tha appontment for the statubory audit Is made, in pppicetion of ouprent
legislatve provisons an the matter, on tha Indapandant auditing finn specified above, registered with the
affiekl Est bald by Consob. Somporale pev e [ congloned by e Grgasisatianal Moded puisuant to
Italian Ligidatise Decree no. 23102000, the Remenenlon asd Appontmants Comesltem, the Coptral and
Rirker Costamililae snd thie Ralated-Party Commities, the structure of powen ol dabegatinn, The Cosgong
ad heres o Bl Sowien ance Coda af [eted Eallan companies and has adepbed & B2 08 R chamlemes
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The mestng of tha Boared of Drectors, hedd on 36 Apr] 2018, sscotalsad thaot each membir of e Brand
of Augitors mel e mguremests of prafesianalsm and independescs pursuant to arl. 1486, paragraphi 4
of the Consoldeted flnanss boi and Governance Code. The Board of Auditars saltassessed I8 Mamars
and Indeperdente cn i3 April 2003, Woremeer, e rrariing o B Board af Dieciors Beld or 24 fSpeil, aka
Appriwad the FEpOt on nerrEEalion pEswnt o St 139.ter ol the Coreolidaied FAnnece &,

Foference I made bo Ehe Repai on Corporate Governance ind Gwaership Structunss far more Infer=ation
e e Compaiy’s copporbe povemanca, i regard bo which the Bsand of Suditors has nothing o report b

thi Searcaokdery’ Mt

supervision of transactio ns with Sraup companins and relmed parties
During the financial year ended on ZE February L00E, he HOMMD OF SUGOTs @ men nue the el ul

any atypicol andfor uwisual transecticns implemented with relatad partes The osidlsany tansactions
isglemented wh relmod parties, 35 describesd by the Directors in thi Ripart on Opesson, 10 whics
ralarance is made 38 agplicalie, are compllent asd in ihe Company’s inbirils.

Thm B of BedBurs met with and malntaned o censtant erchange of miomeation wath the Belbrted -Parly
Committee and scksawdedges that @ has rat recetved any Ratifization of any evens of anomalies of my
ielevances prta ba werihy of mabe in this Repedt

Ombisd ore ared reprohorsllils ceents nated

[warivg iha financhl year afdiad an ZE Feliruary 2013 &nd 1o dabe, o reports e been neczheed purmmni
b airl, 204 of thie Itakan Gl fode. -

Tre B f Ao s mat seaans of any odher eeenss worthy of noie In this Rzpoct.

Propasals 33 regards The annual finprciul skatenisis

O the basis of the fmmaning, =pon completlo® of Jis sepervisony actvities, the Boand of Audilurs has na
phiFaatans 1o omake in soondace with A, 155 of fiallan Legidathee [Mesrnd ma, SEFLISE on all malters
For wihich i s competent in respist al the Anneal Bnenclal Statements for the year anded oo 23 February
2018, complate with the Regort on Oparations, and sees s reaon why they ehuld nal b appnoved, as
per the dralt prepared aod approwed By The Board of Directars an 26 April 2008, corbdring that the
prepassd lloction of the period profits 50 partially cover e ok chiied farsard and 1o dEribule
dheidanck aganst the enresieicied capital reserva [5 in Bne with that explained i@ the "lsamer Regiitiekin
Docuneit™ and refaled Infoemition mabes approrsesd by Ceniok durdng ihe lisHng procesk

Bl am, OF Pery 2018

THE BOAAD OF AUGITORS I
charrsan Manrizio Yozs i MU

Fapeler Audigor Lalgh Caplien ——
Fapeler Audftor Glargio Gaeelll W
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