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DIRECTORS’ REPORT

Digital Bros S.p.A. distributes, under the Halifarand, the video games acquired from international
publishers in Italy. The games are marketed throaaglirect network of key accounts and through an

indirect network of sales representatives.
The Company also distributes the Yu-Gi-Oh! tradiagd game in Italy.

For the breakdown of revenue by geographical aefer rto the directors’ report attached to the

consolidated financial statements for the Digited8Group of which the Company is the parent.

1. THE VIDEO GAMES MARKET

The video games market is part of the entertainimehistry. Movies, publishing, and toys are busiess

that build on the same characters and brands.

The market is in constant flux and is expandingckjyi as a result of non-stop technological advances
Today, playing is no longer limited to traditiorgdmes consoles, Sony Playstation and Microsoft Xbox
in the various versions, but also mobile telephonaislets, etc. The dissemination of connectivity a
increasingly lower costs and the availability oftioffibre networks and high speed mobile networks
enable video games to diversify increasingly, beéogmrmore and more sophisticated and interactive. Th
spread of smartphones among the entire populatiball ages and walks of life, has meant that the
developers’ creativity can be expressed in completew ways, generating forms of entertainment
dedicated to an adult public and the female public The growing use of social networks, Facebaok i

particular, lends itself to types of game that wenactically unknown a few years back.

The video games market for the Sony Playstation Mimosoft Xbox instead performs in cycles, in
parallel with the life cycle of the consoles thetmss for which the video games are developed, as is
standard in almost all technological markets. Witk rollout of a given console, the price of the
hardware and the video games designed for it is, lsigd relatively small quantities are sold. Coasoid
game prices then gradually go down, as they predgiresn new releases to maturity, and the quantities
sold increase along with the quality of the videongs. The games market for a given console usually
peaks in its fifth year on the market. The lifespanconsoles is currently around seven years. dwe

consoles Sony Playstation 4 and Microsoft Xbox Cex@e out in November 2013.

High quality video games with high sales potential, addition to being marketed on the digital
marketplaces, are also produced physically andiliséd through the sales networks. In this case, t

value chain is as follows:
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Console o .
Developers Distributors Retailers
manufacturers

Developers are those who create and program the,gahich is usually based on an original idea, ta ho
brand, a film or event sports simulators, etc. @eeelopers retain the intellectual property righust

they transfer the exploitation rights—for a limitachount of time agreed by contract—to international
video game publishers, who are therefore crucial dompleting the game and giving it a global

reputation and clientéle.

Publishers are the links of the value chain thiatxathe game to reach the consumer, as most of trem
equipped with direct and indirect sales networksanious countries. They also finance the phases of
development and implement communication stratetpemaximise international sales. The publisher
decides on a game’s release schedule, internatiahg and sales policy, positioning, and package
design, while taking on all of the risks and, joinwith the developer, enjoying all the opportuedtithat

the video game may generate if it is a success.

The console manufacturer is the company that desigmgineers, produces and markets the hardware or
platform on which consumers play the game. Sotlyasconsole manufacturer for Sony Playstation 4 and
Sony PSP Vita; Microsoft is the console manufactdioe Microsoft Xbox One; and Nintendo is the

console manufacturer for Nintendo 3 DS and NinteWtioU.

The console manufacturer prints the game on baifaffublishers in specific plants dedicated to the
reproduction of software on the various physicaiaje devices used. The video game must be approved
in advance by the manufacturer, through a strudtymecess known as submission. Only publishers
selected in advance will be allowed to publish garbg the console manufacturer, according to a
licensing publishing agreement. The console manufac and the video game publisher are often one

and the same.

The role of the distributor varies from countrycmuntry. The more a market is fragmented, likeyltal
the more the distributor’s role is integrated witiht of the publisher, with the implementation pésific
communication policies for a local audience andlipukelations strategies. In some markets, like the
U.K. and the U.S., retailers are highly concenttase publishers usually have a direct commercial
presence. The French and Spanish markets haveeameédiate structure somewhere between the Italian

and Anglo-Saxon markets.

The retailer is the outlet where the consumer msebk the game. Retailers can be international €hain

specialized in the sale of video games, mass itais, specialized independent shops, or oriaress

If video games are distributed in digital format the marketplaces, but also as regards video gémes

smartphones and/or tablets, the value chain isstesstured and is as follows:
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As distribution goes increasingly digital, consohanufacturers have developed “marketplaces” where
video games can be sold directly to the consumtrowt the need for a distributor or retailer. Thaim
marketplaces through which the video games for @essare sold to the end consumer are: PlayStation
Store by Sony, Xbox Live by Microsoft and eShop Mintendo. The world leader in the digital
distribution of games for personal computers is tharketplace Steam. Through its subsidiaries, the

Digital Bros Group has entered into publishing cacis with all of the marketplaces mentioned.

Concerning games for mobile phones, on the othed,happle has its App Store marketplace, while the
marketplace for Android technology is GooglePlay§toThe Group has appropriate distribution

agreements with the latter as well.
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2. SEASONAL TRENDS

The video game distribution market has some tymealsonal trends. Consumers are most likely to buy
in the autumn, due to the approaching holidaystaedmminent cold season when they spend more of

their free time indoors. This is why video game I@liters prefer to launch their best products infétie

Seasonal trends have an impact on the structuifeedBroup’s income statement and financial position
As far as revenues and costs are concerned, foxsts tend to be under- or over-absorbed. Theirenigh
or lower impact on margins is quite apparent ingbeond quarter of the fiscal year (over-absorpbibn
fixed costs, hence greater margins in both absautk percentage terms), which is usually when the
Group makes 40-50% of its annual sales, and dhiadirst and last quarters (under-absorption xédi

costs and lower margins), when less than 15% afme®s are earned.

Seasonal trends are influenced by launching hitlycts at times other than the traditional Christmas
period. Specifically, quarter-on-quarter results ba volatile depending on whether or not a popuoday
game is released during each three-month period.laimch of these products causes sales to build up

just before the official release date, known ag/“dae.”

The seasonal pattern is even more pronounced éoritteo game publisher, which usually releases a
limited number of games over the 12-month periodengas the distributor can count on a steady stream
of new products as its business is to sell the garfidifferent publishers in a given geographicatkat.

The launch of a game in one quarter as opposeddther concentrates sales in a restricted period of

time, thus magnifying the fluctuations in revengdvieen different quarters and/or different years.

The publication and distribution of video gamestie digital marketplace reduces, but does not
neutralize, the volatility of a publisher's resuftem one quarter to the next. In the event of tdigi
distribution, revenues are achieved when end coasuntdownload the video games from the
marketplace, differently to traditional distributidhat instead sees revenues at the time of dglteethe
distributor/retailer regardless of the purchasethg end consumer. This process takes place more
gradually over time and not mainly in the days irdiately after launch. The digital distribution of a
video game then considerably extends the life cyflea product, enabling the video game to be
constantly available on the digital catalogue &f tharketplace, a factor that is difficult to imagiifi the
product were to be physically distributed, but atgeing the publisher the chance to run effective
promotions. The extension of the life cycle is alentuated by the possibility for a publisher to

effectively distribute additional episodes to aeodyame.

The financial structure is also closely relatedht® pattern in sales. The physical distributiom giroduct
in a quarter entails the concentration of investsién net working capital, which are temporarily

reflected in the net financial position at leastilthe revenues from sales become cash.
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3. SIGNIFICANT EVENTS DURING THE PERIOD

The main events during the period were as follows:

* 04 September 2014 saw the establishment of DiBitat Game Academy S.r.l., whose capital,
of 50 thousand euros, has been fully subscribeBigifal Bros S.p.A. The Company organises
specialisation courses in computing, training cesirand professional update courses, including

in multimedia form, and started operating in Ma2€i15;

* On 12 September 2014, the Company acquired 100fpefvorks Inc., with registered office in
Eugene, Oregon (USA). Although Pipeworks Inc. hassted for years as a division of
Backbone Entertainment, the American company of Eoendation 9 Group, it was only
established as an autonomous company on 01 Aug0%4.2The company numbers
approximately 50 people and in the past has deedlguoducts like Devil May Cry, Godzilla
and Zumba Fitness. Pipeworks Inc. was acquirechéyptirent company Digital Bros S.p.A. for
1,250 thousand US dollars, increased by the eqnvatalue of the shareholders’ equity as at 01
August 2014, equal to approximately 62 thousanthds!

e on 28 October 2014, the Shareholders’ Meeting a@fitBi Bros S.p.A. approved the Group’s
consolidated financial statements as at 30 Jund 200 the separate financial statements of
Digital Bros S.p.A. as at 30 June 2014, also appgpvhe Report on Remuneration in
accordance with Art. 128r of Italian Legislative Decree no. 58 of 24 Febyud®98. The
Shareholders’ Meeting has also appointed the nembees of the Board of Directors and the
board of auditors, appointing respective chairmethe persons of Abramo Galante and Sergio
Amendola. The Shareholders’ Meeting also approvsa distribution of a dividend of 7
eurocents per share with record date 9 Decembet, 2idend warrant date 8 December 2014

and payable as of 10 December 2014;
e o0on 13 November 2014, the Board of Directors:

1) appointed Messrs Abramo Galante and Raffaele @aksm managing directors, assigning

them suitable powers;

2) appointed Guido Guetta, Elena Morini and Bruno Sioee as members of the

Remunerations Committee and members of the CoamidRisks Committee;

3) appointed Stefano Salbe as director in charge ef itihcompany control and risk

management system;

. on 12 February 2015, the shareholders of Ebooks&lsd.I., an associated company in which
the Company holds 20% of the share capital, sigmedgreement with Giunti Editori S.p.A. for
a capital increase of nominal 5 thousand euros lesium of 195 thousand reserved for Giunti
Editori S.p.A. Upon completion of the transactioine shareholding of Digital Bros S.p.A. in
Ebooksé&Kids S.r.l. became equal to 16% of the shaystal;
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on 23 March, as part of efforts to strengthen tmgiterm ties between the Digital Bros Group
with Starbreeze AB, Swedish developer of the vigame PAYDAY 2 published by 505 Games
S.r.l, Digital Bros S.p.A. decided to purchase 72,822 shares of Starbreeze (listed on
NASDAQ Stockholm First North Premier) for a totdl ® million US dollars. The transaction
envisages three instalments (1 April 2015, 1 JO/2and 1 October 2015);

on 21 May 2015, Digital Bros S.p.A. signed an agreet for the purchase of a second
instalment of 1,167,272 shares of Starbreeze dliste Nasdag Stockholm First North Premier)
for a total of 3.2 million US dollars. The transaot will be completed in two instalments (1
January 2016 and 1 April 2016). This agreement,bined with the one concluded 23 March
2015, will lead the Group to hold 5,000,000 shamét a total investment of 8.2 million US

dollars;

on 26 June 2015, as part of the reorganization ratidnalization of the Group’s business

segments, the following corporate actions werei@aiut:

a) Digital Bros S.p.A. sold to 505 Games S.r.l. thenpanies 505 Games France
S.a.s. and 505 S| Spain for a 100 thousand eurds5d4d thousand euros,
respectively. These transfers were made at maedaevas determined by specific

appraisal prepared by an independent expert;

b) Digital Bros S.p.A. sold to 505 Games S.r.l. thenpany 505 Mobile S.r.I., for 940
thousand euros; subsequently, on the same datéalDBgos S.p.A. sold to 505
Mobile S.r.I. the company Game Entertainment Sotl330 thousand euros. These
transfers were made at market value as determipespécific appraisal prepared

by an independent expert;

on 26 June 2015, Digital Bros S.p.A. also subsdrittee share capital increase following the
coverage of the losses of Game Network S.r.l. thesoming new sole shareholder (the

ownership of the Company was until then owned 1®§%05 Mobile S.r.1.).
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4. ANALYSIS OF ECONOMIC PERFORMANCE AS AT 30 JUNE 2015

Below is the income statement for the year ended® 2015, with comparative figures for the year
ended 30 June 2014:

EUR/000 30 June 2015 30 June 2014 Change
1| Revenues 24,538| 106.4%| 47,385| 108.8%)| (22,847)| -48.2%
2 | Revenue adjustments (1,485)-6.4%| (3,842)] -8.8% 2,357| -61.3%
3| Total net revenues 23,058100.0%| 43,543| 100.0%| (20,490) -47.1%
4 | Purchase of goods for resale (17,781Y6.9%)] (30,692)] -70.5%| 12,961| -42.2%
5 | Purchase of services for resale 0 0.0% 0 0.0% 0 0.0%
6 | Royalties 0 0.0% 0 0.0% 0 0.0%
7 | Changes in finished product inventories (541)2.3%| (5,126)| -11.8%| 4,585| -89.5%
8 | Total cost of sold products (18,272) -79.3% | (35,818)| -82.3% | 17,546| -49.0%
9 | Gross profit (3+8) 4,781 20.7% 7,725| 17.7%| (2,944)| -38.1%
10| Other revenues 1,824 7.9%| 2,800 6.4% (976)| -34.8%
11| Cost of services (3,484)-15.1%| (3,950)] -9.1% 466| -11.8%
12| Rent and leasing (82%) -3.6% (832)] -1.9% 7| -0.7%
13| Personnel costs (5,474)23.7%| (6,137)| -14.1% 663| -10.8%
14| Other operating expenses (667)-2.9% (764)| -1.8% 97| -12.8%
15| Total operating costs (10,450) -45.3%| (11,683)| -26.8% 1,233| -10.6%
16| EBITDA (9+10+15) (3,845) -16.7%| (1,158)| -2.7%| (2,687) n.s.
17| Amortisation and depreciation (359) -1.6% (420)| -1.0% 61| -14.6%
18| Provisions 0 0.0% 0 0.0% 0 0.0%
19| Write-down of assets (3,825)-16.6%| (1,470)] -3.4%| (2,355)| 160.3%
20| Write-backs of assets and non-monetary income 02,986.0%| 4,100 9.4% 8,820| 215.1%
21| Total non-monetary income and operating costs 8,736 37.9% 2,210 5.1% 6,526 n.s.
22| EBIT (16+21) 4,891 21.2% 1,052 2.4% 3,839 n.s.
23| Interest and financial income 2,35310.2% 135| 0.3% 2,218 n.s.
24| Interest and financial expenses (1,0B5)4.5%| (2,243)] -5.2% 1,208| -53.9%
25| Financial income and charges 1,318 5.7%| (2,108)] -4.8% 3,426 n.s.
26| Pre-tax income (22+25) 6,209 26.9%| (1,056)] -2.4% 7,265 n.s.
27 | Current taxes 1,144 5.0%| 1,640 3.8% (496)| -30.3%
28| Deferred taxes (407)| -1.8%| (1,199)] -2.8% 792| -66.1%
29| Total income taxes 737 3.2% 441 1.0% 296| 67.1%
30/ Net profit (26+29) 6,946 30.1% (615)| -1.4% 7,561 n.s.
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Gross revenues decreased by 48.2% to 24,538 ttebessas compared to 47,385 thousand euros in the
previous year mainly as a result of the expectetsignificant reduction of sales of the tradingdc¥u-
Gi-Oh!, due to the delayed airing of the new seoiethe cartoon only as of May. In addition to thitsere

has been a further reduction to video games digtaib.

Inventories decreased by 541 thousand euros.

With the cost of goods sold at 18,272 thousandsuhe gross profit decreased to 4,781 thousarmseur

by 2,944 thousand euros, rising from 17.7% of aeénues in the prior year to 20.7%.

Operating costs fell by 10.6% with respect to thevipus year to 1,233 thousand euros. This redudsio
due primarily to a decrease in the cost of servingegl66 thousand euros following lower advertising
investments and the cost containment policies implged by the Company as of a few years and the

significant reduction in personnel costs of 663ugand euros.

Given these trends, EBITDA reached -3,845 thousamds, compared to the negative 1,158 thousand

euros of the previous year with a decrease of 2tl6@8dsand euros.

Non-monetary operating income and costs are upelggative 6,526 thousand euros. Growth was driven
primarily by higher write-backs of assets and namngtary income for 8,820 thousand euros; these

amounts were partially offset by higher asset impants for 2,355 thousand euros. The first include:
» the dividends received from 505 Games France $oa.%,460 thousand euros;
» the dividends received from Game Entertainment $or.6,000 thousand euros;

« the release of the impairment provision for theestment of 5,460 thousand euros in 505 Games

S.r.l. as it was deemed no longer necessary.
The impairments of assets include:
» the impairment of the investment in Pipeworks foc.1,491 thousand euros;

» the capital loss resulting from the sale of theestimnent in Game Entertainment S.r.l. for 670

thousand euros;
» the impairment of the investment in Game Networld.Sor 877 thousand euros;

e provisions to incorporate the economic effectsha transaction concluded with Dada S.p.A.
during the period, in relation to the dispute thadse following the sale of the equity investment

in Fueps S.p.A. for 379 thousand euros;

e provisions to cover some specific credit positiemswhich there is a probability of failure to

collect for 408 thousand euros.
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EBITDA therefore increased by 3,839 thousand eurom 1,052 thousand euros in the previous year to

4,891 thousand euros in the current year.

Financial income and charges was positive for 1 8tisand euros, against a loss of 2,108 thousand
euros achieved in the previous year. The signifioc@provement is given by higher interest incomd an
financial income of 2,218 thousand euros. They isbnsainly of foreign exchange gains for 1,609
thousand euros and financial income of 737 thousamds relating to the fair value assessment of the
Starbreeze B shares classified as held for tradimgrest expense also improved by 1,208 thousand

euros, which decreased by 1,035 thousand eurbésgeiwith the lower average debt.

Pre-tax income as at 30 June 2015 was 6,209 thdusaros, compared to the pre-tax loss of 1,056
thousand euros recorded in the previous year. K#it pnstead came to 6,946 thousand euros, with

respect to the loss of 615 thousand euros in teequs year.
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5. ANALYSIS OF THE STATEMENT OF FINANCIAL POSITION AS AT 30

JUNE 2015

The Company’s balance sheet at 30 June 2015 isrshelow, with comparative figures at 30 June 2014:

EUR/000 30 June 201§ 30 June 2014 Change
Non-current assets
1| Property, plant and equipment 3,335 3,046 289 9.5%
2 | Investment property 9] 455 (455) n.s.
3| Intangible assets 322 198 124 62.7%
4| Equity investments 13,931 14,635 (704) 0.0%
5| Non-current receivables and other assets 644 644 0 0.0%
6 | Deferred tax assets 517 1,023 (506)| -49.5%
Total non-current assets 18,749 20,001 (1,252)] -6.3%
Non-current liabilities
7 | Employee benefits (442) (501) 59| -11.7%
8| Non-current provisions (171) (205) 34| -16.3%
9| Other non-current payables and liabilities 0 0 0 0.0%
Total non-current liabilities (613) (706) 93| -13.2%
Net working capital
10| Inventories 9,266 9,807| (541)| -5.5%
11| Trade receivables 5,445 6,969| (1,524) -21.9%
12| Due from subsidiaries 14,131 25,393| (11,262)| -44.4%
13| Tax credits 471 2,205| (1,734)| -78.6%
14| Other current assets 499 611 (112) n.s.
15| Trade payables (2,204) (2,011)] (193) 9.6%
16| Due to subsidiaries (2,03]1) (8,000)| 5,969| -74.6%
17| Tax payables (286) (920) 634| -68.9%
18| Current provisions (1,491) (8,519)] 7,028| -82.5%
19| Other current liabilities (940) (1,158) 218| -18.8%
Total net working capital 22,860 24,377 (1,517)] -6.2%
Shareholders’ equity
20| Share capital (5,644) (5,644) 0 0.0%
21| Reserves (18,172) (17,876)] (296) 1.7%
22| Treasury shares 1,199 1,574 (375)| -23.8%
23| Retained earnings (losses) (7,2114) (1,228)| (5,986) n.s.
Total shareholders’ equity (29,831 (23,174)| (6,657)] 28.7%
Total net assets 11,165 20,498 | (9,333) | -45.5%
24| Cash and cash equivalents 1,780 490| 1,290 n.s.
25| Current payables to banks (12,727) (19,541)] 6,814 -34.9%
26| Other current financial assets and liabilities 1,401 (1,428) 2,829 n.s.
Current net financial position (9,546) (20,479)] 10,933| -53.4%
27| Non-current financial assets 0 0 0 0.0%
28| Non-current payables to banks (1,619) 0| (1,619) n.s.
29| Other non-current financial liabilities 0 (19) 19 n.s.
Non-current net financial position (1,619 (19)| (1,600) n.s.
Total net financial position (11,165) (20,498) 9,333| -45.5%

An analysis of net working capital in comparisorthafigures at 30 June 2014 is provided below:

\
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30 June 2013 30 June 2014 Change

Net working capital

Inventories 9,266 9,807 (541)| -5.5%
Trade receivables 5,445 6,969 (1,524)| -21.9%
Due from subsidiaries 14,131 25,393 (11,262)| -44.4%
Tax credits 471 2,205 (1,734)] -78.6%
Other current assets 499 611 (112) n.s.
Trade payables (2,204) (2,011) (193) 9.6%
Due to subsidiaries (2,03[1) (8,000) 5,969| -74.6%
Tax payables (286) (920) 634| -68.9%
Current provisions (1,491) (8,519) 7,028 -82.5%
Other current liabilities (940Q) (1,158) 218| -18.8%
Total net working capital 22,860 24,377, (1,517)] -6.2%

Net working capital at 30 June 2015 of 22,860 thodseuros is down 1,517 thousand euros on 30 June
2014, when it was 24,377 thousand euros. The nigsifisant changes are related to receivables from
subsidiaries, which decreased by 11,262 thousarab anainly due to the decrease in receivables from
505 Games S.r.l. and 505 Games US (Inc.), payablssbsidiaries, which decreased by 5,969 thousand

euros and to current provisions, which decreasedl ®38 thousand euros.

Total net debt decreased by 9,333 thousand eutbgegipect to 30 June 2014. This decrease is exgglai

chiefly by the reduction of 6,814 thousand eurosuirrent payables to banks.

For further details, see the statement of cashdfl@ittached).
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6. INTERCOMPANY AND RELATED PARTY TRANSACTIONS AND
ATYPICAL/UNUSUAL TRANSACTIONS

All sales and purchases of goods and services betiégital Bros S.p.A. and other companies in the

Group are conducted at arm’s length.

Digital Bros S.p.A. charges 505 Games S.r.l. 15%tha&f revenues it earns from the distribution,
exclusively in digital format, of its own producis exchange for marketing and production services

carried out in Italian markets that are not dingettributable to individual products.

Digital Bros S.p.A. charges 505 Games S.r.l. fa tlosts incurred for the coordination of business i
acquiring games, for administrative, finance, leg@istics and information technology servicesuimed

on its behalf.

Digital Bros S.p.A. charges Digital Bros Game AaageS.r.l. for administrative, finance, legal and
information technology services incurred on itsd&hnd the lease of the property located in Viausa

in Milan, the Company’s operative HQ.

Other more minor transactions consist of admintistea financial, legal/advisory and general sersice

that are usually performed by the Digital Bros A.fgor other members of the Group.

Digital Bros S.p.A. also provides a centralizedhcamnagement service, using giro accounts to wthieh
positive and negative balances between Group coepare transferred at least once per quarter,

including through the transfer of receivables. Ehascounts do not bear interest.

Group companies in Italy also transfer tax recdesland payables to Digital Bros S.p.A. under the

domestic tax consolidation scheme.

Transactions with other related parties

Transactions with related parties consist of tlgalleounsel provided by director Dario Treves amal t

leasing of property by Matov Imm. S.r.l. (ownedthg Galante family) and Digital Bros S.p.A.

The impact of the related party transactions issshim Note 10 of the Explanatory Notes.

Group reorganization

On 26 June 2015, as part of the reorganizationratidnalization of the Group’s business segmefhs, t

following corporate actions were carried out:

< Digital Bros S.p.A. sold to 505 Games S.r.l. thenpanies 505 Games France S.a.s. and 505 Spain
Slu for a 100 thousand euros and 511 thousand ,exgspectively. These transfers were made at

market value as determined by specific appraisggmed by an independent expert;
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< Digital Bros S.p.A. sold to 505 Games S.r.l. thenpany 505 Mobile S.r.1., for 940 thousand euros;
subsequently, on the same date, Digital Bros S.pold to 505 Mobile S.r.I. the company Game
Entertainment S.r.l. for 330 thousand euros. Thesesfers were made at market value as

determined by specific appraisal prepared by agpeddent expert.

On 26 June 2015, Digital Bros S.p.A. also subsdrilbe share capital increase following the coverfge
the losses of Game Network S.r.l. thus becoming sel shareholder (the ownership of the Company
was until then owned 100% by 505 Mobile S.r.L.).

Atypical transactions

There were no atypical or unusual transactionfiénperiod under examination or the same periotief t

previous year, as defined by Consob CommunicatiéM®064293 of 28 July 2006.

7. TREASURY SHARES

Pursuant to Art. 2428, paragraph 2 no.3 of thealtaCivil Code, at 30 June 2015 Digital Bros S.p.A.
owned 400,247 treasury shares, against the 52h@ld7as at 30 June 2014.

In accordance with no. 4 of said paragraph 2, ple&de, in fact, that during the year the Compalg s
off 125,000 of its treasury shares at the averaige pf 3.28 euros each, for a total value of 4idusand

euros.

8. RESEARCH AND DEVELOPMENT

The Company did not engage in research and develapduring this or the previous periods.
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9. RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

The Company has developed a risk mapping processwiigh the directors and the front-line
organisational units attend coordination meetirgd throughout the year. Their work is summarized i
risk matrix that is prepared and regularly revievbgdthe director in charge of control, who attetius
coordination meetings. In individual charts, eaepasate risk is described, given a gross ratingraatg
to a probability/impact grid, and assigned a nghgaon the basis of mitigating factors and/or stegken
to reduce and monitor the risk. The executive dinets assisted in this task by the Control anck&is

Committee.

The individual risk charts also show the impact thdailure to reach control objectives would héave

terms of operations and financial reporting.

The thoroughness of the risk map and the ratingsedfrisk are assessed jointly by the two managing
directors and by the director in charge of contanigd updated by the Board of Directors at leaseanc

year.

The risks can be summarised as two types: opesdtitsks and financial risks.

Operational risks

The most significant operational risks are:

e dependence on hardware and its success;

« dependence on key customers and bad debt risk;
* hardware lifecycles;

e ability to publish popular games;

e piracy;

e product obsolescence;

« dependence on key employees.

Dependence on hardware and its success

This is the risk of depending on the success ohtdrdware for which games are developed. Most®f th
Company’s revenues come from the sale of video gdorethe Sony, Microsoft and Nintendo consoles.
When signing a development contract, the Compasyttgay advances for a game’s development and
production on the basis of projected demand fosehgatforms, which takes account of their estichate
life cycles. An error in judging the potential aciah gaming platform can lead to a drop in revemmues

underestimated, a loss of sales potential, wittsequences for future performance.
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The existence of market research, management'didaityi with the market, and the availability of
historical data on hardware ownership are mitigatiactors. The Company has also implemented a
strategic planning procedure that analyzes alisofurrent development contracts every six monthan
attempt to lower costs, and a contract acquisjiatedure that requires accurate economic projectio

be made before signing, by testing future profligbbn the basis of different market scenariosngsi

sensitivity analyses and other tools.

Dependence on key customers and bad debt risk

During the current year, the revenue concentraifadhe top 10 customers worldwide was about 76% and
that of the top 50 customers was 97%. The cond@ntraf revenues on a few key customers makes the
Company dependent on their business, which in tedaglatile economy requires greater prudence in
terms of quantity and a better selection of praslictterms of quality. The smaller number of custosn
also increases credit risk. This is mitigated, heaveby the fact that the Company’s projected sales
Italy are less concentrated than in other markedisvéill continue to make up a significant perceetad
total revenues, at least for the imminent futurbe Extensive use of credit insurance will also cedu

potential losses on bad debts.

In addition, customer and credit management praesdare in place that substantially reduce this ris

Hardware lifecycles

The Company mainly distributes video games for3bay Playstation 3, Microsoft Xbox 360, Nintendo
Wii and Nintendo DS consoles, which have traditliynhad a lifecycle of seven years. Although it
currently appears that this lifecycle could be et by online features and by new technologieshier
consoles now on the market, it could also be dralbfi shortened once the consoles mature, espeaiall
light of the international economic crisis. Thefipan of their predecessors could also be fareshibidn

thought. The potential volatility of the market neakit difficult to predict results.

This risk is mitigated by the fact that the Compaay significantly reduce operating expenses onegam

scheduled for future release, depending on the#stdrend in demand.

Piracy

Piracy has always been a bane to the video gamdetrand to the entertainment industry in general.
The use of peer-to-peer networks and the growiragjahility and speed of broadband have made it even
easier to copy a video game illegally. National daand anti-piracy systems used by manufacturers

reduce this risk substantially, although it vas@arply from one country to the next.
If piracy were to increase, due in part to a weakgmf today’s legislation, the Company’s sales and
margins could go down and its forecasts might mgdéws be reliable. This risk is mitigated by thet féoat
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video game producers (Microsoft, Sony and Nintendayn substantial profits from their game

production businesses and it is thus to their adegnto develop anti-piracy measures. The incrgasin
use of online features, or even parts or episodegames that are only available on the servers of
Microsoft, Sony and Nintendo, allows better contveér authenticity and deprives bootlegs of much of

their interest.

Product obsolescence

Video games can quickly become obsolete. A gamieishsold at a certain price is then repositioned a
gradually lower ones over time. The launch priceaajame is usually high during the launch of the

console, and then decreases throughout the lifeofdhe hardware.

Purchasing decisions in terms of volumes are aftade months in advance, while the contract is being
negotiated with publishers, so it is possible tHsse games will remain unsold and will require

appropriate write-downs for obsolescence.

This risk is mitigated by the possibility to reduttee production, marketing and royalty costs paid t
developers, thereby minimizing the impact on magby awareness of the lifecycles of earlier cogsol
and advance information on new gaming platforms; last but not least, by the chance to ask pubtshe

for discounts to offset inventory impairment lossspecially for games that do not sell well.

Dependence on key employees

Whether the Company is successful depends largelthe performance of some key individuals who

have made a solid contribution to its developmeutt @cquired valuable experience in the industry.

The Company has an executive team (chairman, magnagjirector and CFO) with many years’

experience in the sector and a decisive role innth@agement of its business. Losing the services of
these individuals without their being suitably e@d could have a negative impact on the Company'’s
performance and financial position, and in pardcutould affect the process of understanding,

appreciating and monitoring risks.

In any case, management feels that the Group hapenational and executive structure that can ensur

continuity in the handling of business affairs.

Financial instruments and financial risk management

The main financial instruments used by the Comparyas follows:

+ Bank account overdrafts

e Sight- and short-term bank deposits
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e Import financing

e Export financing

e Commercial credit lines (factoring)
* Finance leases

« Derivative contracts

e Financial instruments held for trading

The purpose of these instruments is to financ&timapany’s operating activities.

The credit facilities available to the Company vittle related uses at 30 June 2015 are as follows:

EUR/000 Credit limits Uses| Availability

Bank account overdrafts 1,250 2 1,248
Import financing 21,700 10,529 11,171
Advances on invoices and subject to collection 17,502 859 16,643
Factor 1,000 134 866
Unsecured loans 1,000 0 1,000
Total 42,452 11,390 31,062

Digital Bros S.p.A. manages all financial risks lmehalf of itself and its subsidiaries, with the eption
of other financial instruments not listed abovemely trade payables and receivables arising from

operating activities for which the financial riskthe responsibility of each subsidiary.

The Company tries to maintain a balance betweerrt-gfron and medium/long-term financial
instruments. The Company’s core business, the niagkef video games, entails investments primarily
in net working capital which are funded through rsfterm credit lines. Long-term investments are
normally financed through medium/long-term linegeaf dedicated to the individual investment,

including in the form of finance leases.

Given the above, medium- and long-term financigiaides have a well-distributed range of maturities.

The main risks generated by the Company'’s finanogtuments are:
* interest rate risk
« liquidity risk
« exchange rate risk

o creditrisk
Interest rate risk
The Company’s exposure to interest rate fluctuatienmarginal with respect to its medium- and long-
term financial instruments, which were originallgsignated as fixed-rate instruments or have been

converted into fixed rates using appropriate déinesagreements.
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For short-term financial instruments, the posdipilif rising interest rates is an effective riskchuse the

Company cannot immediately transfer the highersradets prices. These risks are reduced by:

< the availability of an interconnected series ofrstterm credit lines, allowing it to borrow under
the most favourable conditions;

» the degree of short-term borrowings, which varigsstantially on the basis of seasonal trends in
the video games market;

* the implementation of a short-term cash flow praredthat constantly monitors the trend in

short-term debt and allows preventive action téabken when interest rates are expected to rise.

Liquidity risk

Liquidity risk arises if it becomes difficult or ipossible to obtain, under sustainable conditiohs, t

financial resources needed to operate the business.

The factors that influence the Company’s financiakds are the resources generated or absorbed by
operating and investing activities, the maturitg aenewal terms of debt and the liquidity of inveshts
and current conditions and available funds in teglic market.
The Company has reduced this risk by:
« setting up the centralized management of treasurgeplures and therefore of credit lines;
* obtaining credit that allows the creation of a gimgble liability structure, through the use of
irrevocable credit lines;

e monitoring prospective liquidity conditions.

Given the results of short- and medium/long-teramping, currently available funds, along with thtse
be generated by operating activities, should altber Company to satisfy its requirements as far as
investment, working capital management, and deidyeent at natural maturity are concerned and in

any case to determine financial requirements abétithe.

Exchangerate risk

The Company is influenced by exchange rate flu@natin the British pound and US dollars due to the

amounts owed by the subsidiaries 505 Games Ltd5@6dsames US Inc.

To monitor the risk level of the EUR/GBP and EURIJ&xchange rates, the Company closely monitors
exchange rate forecasts from independent analgdt®ther sources, and may use derivative instrusnent

to hedge this risk as appropriate.
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Credit risk

The Company sells exclusively to known buyers.déessary information on customers is not available,
merchandise is sold with advance payment and/an casdelivery to limit credit risk to negligible

amounts.

Customer credit facilities are granted by a credihmittee which includes the managing directors, th
sales department, the finance department and tek dfecredit management. The credit manager reviews
the credit facilities and customer balances onily #asis, before any shipments are made. Despétset

precautions, the Company has taken out insuranaiog almost all of its customers.

Derivative contracts
The policy for using derivative contracts is exp& in the notes.

Financial instruments held for trading

The policy for using contracts of financial instrents held for trading is explained in the notes.

182
Digital Bros Group Consolidated and Separate Financial Satements at 30 June 2015




10. CONTINGENT ASSETS AND LIABILITIES

At 30 June 2015, there were no contingent asselttiailities.

11. SUBSEQUENT EVENTS

In the period following the end of the year, DigiBxos S.p.A. purchased 1,149,816 Starbreeze Beshar
for a total of 902 thousand euros and disposed @82904 Starbreeze B ordinary shares for a tdtal o
3,285 thousand euros; at the same time, the Companchased 708,264 Starbreeze A ordinary shares for

a total of 621 thousand euros.

In August and September, Digital Bros S.p.A. saildite open market 270,000 treasury shares forah tot
value of 3,045 thousand euros. At the date of agrof the reports, the number of treasury shases i

equal to 130,247 ordinary shares.

On 11 September 2015, the Company acquired 49%edtalian video game developer Ovosonico S.r.l.
for 720 thousand euros. The company is based irséaand employs about 25 people. Among the
products already developed, Murasaki Baby, awartiing video game published by Sony Computer

Entertainment, stands out.
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12. OUTLOOK

For the following year, volumes are expected toviveually stable compared to the previous year;

however, the Company may benefit from significazgtsavings obtained during the current year.
The Company is also expected to benefit from divitberesolved by the subsidiary 505 Games S.r.1.

A decrease is expected in net debt although atrloates than those seen in recent years.
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13. OTHER INFORMATION

EMPLOYEES

Below are the details of the workforce at 30 JubES2with comparative figures at 30 June 2014:

Type 30 June 2015 30 June 2014 Change
Executives 5 6 (1)
Office workers 51 56 (5)
Blue-collar workers and apprentices 4 6 (2)
[Total employees 60 68 (8)

The average headcount for FY 2014/2015, calculagethe average number of employees in service at

the end of every month, is shown below with comfpeedigures from the prior year:

Average number fol Changse
Type Average number for 2015 2014
Executives 4 6 (2
Office workers 55 58 3
Blue-collar workers and
apprentices 6 6 0
[Total employees 65 70 (5

The Company adheres to the current Confcommerdionad collective employment contract for the

commercial, distribution and services sector.

ENVIRONMENT

At 30 June 2015, there were no issues of an enviental nature, and as the Company’s environment-
related activities consist chiefly of packing ardpping video games and affixing labels to packggin

there is no reason any such problems should arise.
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FINANCIAL STATEMENTS

Digital Bros S.p.A.

Separate statement of financial position at 30 Jun2015

EUR/000 30 June 2015 30 June 2014 Change
Non-current assets
1| Property, plant and equipment 3,335 3,046 289 9.5%
2| Investment property 0 455| (455) n.s.
3| Intangible assets 322 198 124 62.7%
4| Equity investments 13,931 14,635 (704) 0.0%
5 | Non-current receivables and other assets 644 644 0 0.0%
6 | Deferred tax assets 517 1,023 (506)| -49.5%
Total non-current assets 18,749 20,001 (1,252) -6.3%
Non-current liabilities
7 | Employee benefits (442) (501) 59| -11.7%
8 | Non-current provisions (171) (205) 34| -16.3%
9| Other non-current payables and liabilities 0 0 0 0.0%
Total non-current liabilities (613) (706) 93| -13.2%
Net working capital
10| Inventories 9,266 9,807 (541)| -5.5%
11| Trade receivables 5,445 6,969 (1,524)] -21.9%
12| Due from subsidiaries 14,131 25,393| (11,262)| -44.4%
13| Tax credits 471 2,205/ (1,734)| -78.6%
14| Other current assets 499 611 (112) n.s.
15| Trade payables (2,204) (2,011)] (193) 9.6%
16| Due to subsidiaries (2,031) (8,000)] 5,969| -74.6%
17| Tax payables (286) (920) 634| -68.9%
18| Current provisions (1,491) (8,519)| 7,028| -82.5%
19| Other current liabilities (940) (1,158) 218| -18.8%
Total net working capital 22,860 24,377 (1,517) -6.2%
Shareholders’ equity
20| Share capital (5,644) (5,644) 0 0.0%
21| Reserves (18,172) (17,876) (296) 1.7%
22| Treasury shares 1,199 1,574 (375)| -23.8%
23| Retained earnings (losses) (7,214) (1,228)| (5,986) n.s.
Total shareholders’ equity (29,831 (23,174)| (6,657)] 28.7%
Total net assets 11,165 20,498 | (9,333)| -45.5%
24| Cash and cash equivalents 1,780 490| 1,290 n.s.
25| Current payables to banks (12,727) (19,541)] 6,814 -34.9%
26| Other current financial assets and liabilities 1,401 (1,428)] 2,829 n.s.
Current net financial position (9,546) (20,479) 10,933| -53.4%
27| Non-current financial assets 0 0 0 0.0%
28| Non-current payables to banks (1,609) 0| (1,619) n.s.
29| Other non-current financial liabilities 0 (19) 19 n.s.
Non-current net financial position (1,619 (19)| (1,600) n.s.
Total net financial position (11,165) (20,498) 9,333| -45.5%
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Digital Bros S.p.A.
Separate income statement at 30 June 2015

EUR/000 30 June 2015 30 June 2014 Change
1| Revenues 24,538| 106.4%| 47,385| 108.8%)] (22,847) -48.2%
2 | Revenue adjustments (1,485)-6.4%| (3,842)] -8.8% 2,357| -61.3%
3 | Total net revenues 23,058100.0%| 43,543|100.0%| (20,490)| -47.1%
4 | Purchase of goods for resale (17,781Y6.9%| (30,692)| -70.5%| 12,961| -42.2%
5 | Purchase of services for resale 0 0.0% 0 0.0% 0 0.0%
6 | Royalties 0 0.0% 0 0.0% 0 0.0%
7 | Changes in finished product inventories (541)2.3%| (5,126)| -11.8%| 4,585| -89.5%
8 | Total cost of sold products (18,272) -79.3% | (35,818)| -82.3%| 17,546| -49.0%
9| Gross profit (3+8) 4,781 20.7% 7,725 17.7%| (2,944)| -38.1%
10| Other revenues 1,824 7.9% 2,800 6.4% (976)| -34.8%
11| Cost of services (3,484)-15.1%| (3,950)| -9.1% 466| -11.8%
12| Rent and leasing (82%) -3.6% (832)] -1.9% 7] -0.7%
13| Personnel costs (5,474)23.7%| (6,137)| -14.1% 663| -10.8%
14| Other operating expenses (667)-2.9% (764)| -1.8% 97| -12.8%
15| Total operating costs (10,450) -45.3%| (11,683)| -26.8% 1,233| -10.6%
16| EBITDA (9+10+15) (3,845) -16.7%| (1,158)| -2.7%| (2,687) n.s.
17| Amortisation and depreciation (359) -1.6% (420)| -1.0% 61| -14.6%
18| Provisions 0 0.0% 0 0.0% 0 0.0%
19| Write-down of assets (3,825)-16.6%| (1,470)| -3.4%| (2,355)| 160.3%,
20| Write-backs of assets and non-monetary income 02,986.0%| 4,100 9.4% 8,820| 215.1%
21| Total non-monetary income and operating costs 8,736 37.9% 2,210 5.1% 6,526 n.s.
22| EBIT (16+21) 4,891 21.2% 1,052 2.4% 3,839 n.s.
23| Interest and financial income 2,35310.2% 135 0.3%| 2,218 n.s.
24| Interest and financial expenses (1,085)4.5%| (2,243)] -5.2% 1,208| -53.9%
25| Total net interest 1,318 5.7%| (2,108)] -4.8% 3,426 n.s.
26| Pre-tax income (22+25) 6,209 26.9%| (1,056)] -2.4% 7,265 n.s.
27| Current taxes 1,144 5.0%| 1,640 3.8% (496)| -30.3%
28| Deferred taxes (407)| -1.8%| (1,199)] -2.8% 792| -66.1%
29| Total income taxes 737 3.2% 441 1.0% 296| 67.1%
30| Net profit (26+29) 6,946 30.1% (615)| -1.4% 7,561 n.s.
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Separate statement of comprehensive income at 30n2015

EUR/000 30 June 2015 30 June 2014 Change

Net profit (loss) for the period (A) 6,946 (615) 7,561

Items that will not subsequently be

reclassified to the income statement (B)

Actuarial profit (loss) 30 (50) 80

Tax effect relating to the actuarial profit (loss (9) 14 (23)

Fair value adjustment of shares “available for

sale” 330 0 330

Tax effect related to the fair value adjustment of

shares “available for sale” (9D) 0 (90)

Items that will subsequently be reclassified tg

the income statement (C) 261 (36) 297

Total other items of comprehensive profit D

= (B)+(C) 261 (36) 297

Total comprehensive profit (loss) (A)+(D) 7,207 (651) 7,858

Attributable to:

Shareholders of the parent company 7,207 (651) 7,858

Equity investments pertaining to third parties 0 0 0
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Digital Bros S.p.A.

Separate statement of cash flows at 30 June 2015

EUR/000 30 June 2015 30 June 2014
A. | Initial net cash and cash equivalents (20,498) (31,276)
B. | Cash flow from operating activities
Net profit (loss) for the year 6,946 (615)
Provisions and hon-monetary costs:
Provisions and impairment of assets 407 1,470
Intangible fixed assets 95 108
Tangible fixed assets 264 312
Net change to other provisions (34) (126)
Net change to employee benefits (59) 2
SUBTOTAL B. 7,621 1,151
C. | Changes in net working capital
Inventories 541 5,126
Trade receivables 1,117 1,478
Due from subsidiaries 11,262 8,797
Tax credits 1,734 (1,140)
Other current assets 112 100
Trade payables 193 (1,944)
Due to subsidiaries (5,969) (120)
Tax payables (634) (1,352)
Current provisions (7,028) (37)
Other current liabilities (218) 84
SUBTOTAL C. 1,109 10,992
D. | Cash flow from investing activities
Net investments in intangible fixed assets (219) (116)
Net investments in tangible fixed assets 98) 17)
Net investments in financial fixed assets 1,p10 (1,196)
SUBTOTAL D. 892 (1,329)
E. | Cash flow from financing activities
Capital increases 0 0
SUBTOTAL E. 0 0
F. | Changes in shareholders’ equity
Dividends distributed (960) 0
Changes in treasury shares held 375 0
Increases (decreases) in other items of sharefsdlequity 296 (36)
SUBTOTAL F. (289) (36)
G. | Period cash flow (B+C+D+E+F) 9,333 10,778
H. | Closing net financial position (A+G) (11,165 (20,498)
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Details of cash flow movements by maturity:

EUR/000 30 June 2015 30 June 2014
Increase (decrease) in securities and liquid funds 1,290 177
Decrease (increase) in current payables to banks 6,814 9,625
Decrease (increase) in other current financialllias 2,829 (122)
Short-term period cash flow 10,933 9,680
Medium-term period cash flow (1,600) 1,098
Period cash flow 9,333 10,778
Additional information on the statement of cash flovs:

30 June 2015 30 June 2014 Change
Income tax paid 0 (364) 364
Interest paid (853) (1,805) 952
Interest collected 7 13 (6)
Dividends collected 7,460 4,100 3,360
Dividends paid (960) 0 (960)
Total 5,654 1,944 3,710
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Digital Bros S.p.A.

Separate statement of changes in equity

Total
Share Share IAS | Actuarial Total | Treasury | Retained Period| retained | Shareholders’

capital premium| Legal| transition| valuation| Other|reserves| shares| earningg profit | earnings equity
EUR/000 (A) reserve reserve reservg  reserve reserveg (B) (C)| (losses (loss) (D)| (A+B+C+D)
Total as at 1 July published 5,644 16,954 1,129 (142) 0 21| 17,962 (1,574) 4,973 (3,180) 1,793 23,825
Effects deriving from the amended IAS [19 (50) (50) 51 (1) 50 0
Total as at 01 July 2013 restated 5,64 16,954 1,129 (142) (50) 21| 17,912] (1,574)] 5,024 (3,181) 1,843 23,825
Allocation of net profit of the year 0 (3,181) 3,181 0 0
Purchase of treasury shares 0 0 0
Comprehensive profit (loss) (36) (36) (615) (615) (651)
Total as at 01 July 2014 5,644 16,954, 1,129 (142) (86) 21 17,876 (1,574) 1,843 (615) 1,228 23,174
Allocation of net profit of the year 0 (615) 615 0 0
Distribution of dividends 0 (960) (960) (960)
Purchase of treasury shares 35 35 375 0 410
Comprehensive profit (loss) 22 239 261 6,946 6,946 7,207
Total as at 30 June 2015 5,64 16,954 1,129 (142) (64) 295| 18,1721 (1,199) 268 6,946 7,214 29,831
A) not available;
B) available - can be used to cover losses buttiglistributable;
D) available - can be used to cover losses, capitatases and pay dividends.

194

Digital Bros Group Consolidated and Separate Financial Satements at 30 June 2015




Digital Bros S.p.A.

Separate income statement compliant with Consob Relsition 15519 (related parties)

Migliaia di Euro 30 June 2015 30 June 2014
of which: related of which: related
parties parties
1| Gross revenues 24,538 0 47,385 0
2 | Revenue adjustments (1,485) 0 (3,842) 0
3| Total net revenues 23,053 0 43,543 0
4 | Purchase of goods for resale (17,731) 0| (30,692) 0
5| Purchase of services for resale 0 0 0 0
6 | Royalties 0 0 0 0
7 | Changes in finished product inventories (541) 0 (5,126) 0
8 | Total cost of sold products (18,272) 0| (35,818) 0
9 | Gross profit (3+8) 4,781 0 7,725 0
10| Other revenues 1,824 0 2,800 0
11| Cost of services (3,484) (200) (3,950) (196)
12| Rent and leasing (825) (754) (832) (744)
13| Personnel costs (5,474) 0 (6,137) 0
14| Other operating costs (667) 0 (764) 0
15| Total operating costs (10,450) (954)| (11,683) (940)
16| EBITDA (9+10+15) (3,845) (954) (1,158) (940)
17| Amortisation and depreciation (359) 0 (420) 0
18| Provisions 0 0 0 0
19| write-down of assets (3,825) 0 (1,470) 0
20| Write-backs of assets and non-monetary income 12,920 0 4,100 0
21| Total non-monetary income and operating costs 8,736 0 2,210 0
22| EBIT (16+21) 4,891 (954) 1,052 (940)
23| Interest and financial income 2,353 0 135 0
24| Interest and financial expenses (1,035) 0 (2,243) 0
25| Financial income and charges 1,318 0 (2,108) 0
26| Pre-tax income (22+25) 6,209 (954) (1,056) (940)
27 | Current taxes 1,144 0 1,640 0
28| Deferred taxes (407) 0 (1,199) 0
29| Total income taxes 737 0 441 0
30| Net profit (26+29) 6,946 (954) (615) (940)
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Digital Bros S.p.A.

Statement of financial position compliant with @nsob Resolution 15519 (related parties)

EUR/000 30 June 2015 30 June 2014
of which: of which:
Non-current assets related parties related parties
1 | Property, plant and equipment 3,335 0 3,046 0
2 | Investment property 0 0 455 0
3| Intangible assets 322 0 198 0
4 | Equity investments 13,931 0 14,635 0
5| Non-current receivables and other assets 644 635 644 635
6 | Deferred tax assets 517 0 1,023 0
Total non-current assets 18,749 635 20,001 635
Non-current liabilities
7 | Employee benefits (442 0 (501) 0
8| Non-current provisions (171) 0 (205) 0
9| Other non-current payables and liabilities 0 0 0 0
Total non-current liabilities (613) 0 (706) 0
Net working capital
10| Inventories 9,266 0 9,807 0
11| Trade receivables 5,445 0 6,969 0
12| Due from subsidiaries 14,131 25,393
13| Tax credits 471 0 2,205 0
14| Other current assets 499 0 611 0
15| Trade payables (2,204) (18) (2,011) (18)
16| Due to subsidiaries (2,03[1) (8,000)
17| Tax payables (286) 0 (920) 0
18| Current provisions (1,491) 0 (8,519) 0
19| Other current liabilities (940) 0 (1,158) 0
Total net working capital 22,860 (18) 24,377 (18)
Shareholders’ equity
20| Share capital (5,644) 0 (5,644) 0
21| Reserves (18,172) 0 (17,876) 0
22| Treasury shares 1,199 0 1,574 0
23| Retained earnings (losses) (7,2114) 0 (1,228) 0
Total shareholders’ equity (29,831 0 (23,174) 0
Total net assets 11,165 617 20,498 617
24| Cash and cash equivalents 1,780 0 490 0
25| Current payables to banks (12,727) 0 (19,541) 0
26| Other current financial assets and liabilities 1,401 0 (1,428) 0
Current net financial position (9,546) 0 (20,479) 0
27| Non-current financial assets 0 0 0 0
28| Non-current payables to banks (1,609) 0 0 0
29| Other non-current financial liabilities 0 0 (19) 0
Non-current net financial position (1,619 0 (19) 0
Total net financial position (11,165) 0 (20,498) 0
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Digital Bros S.p.A.

Separate income statement compliant with Consob Relsition 15519 (non recurring)

Migliaia di Euro 30 June 2015 30 June 2014
of which: of which:
non- non-
recurring recurring
1| Gross revenues 121,244 0 141,574 0
2 | Revenue adjustments (5,254) 0 (8,429) 0
3| Total net revenues 115,990 0 133,145 0
0
4| Purchase of goods for resale (34,104) 0 (46,394) 0
5| Purchase of services for resale (5,374) 0 (6,570) 0
6 | Royalties (28,328) 0 (36,909) 0
7 | Changes in finished product inventories (1,898) 0 (5,904) 0
8| Total cost of sold products (69,704) 0 (95,777) 0
0
9 | Gross profit (3+8) 46,286 0 37,368 0
0
10| Other revenues 2,295 0 264 0
0
11| Cost of services (11,733) (181) (14,357) 0
12| Rent and leasing (1,548) 0 (1,338) 0
13| Personnel costs (17,853) 0 (12,569) 0
14| Other operating costs (1,371) 0 (1,190) 0
15| Total operating costs (32,505) (181) (29,454) 0
0
16| EBITDA (9+10+15) 16,076 (181) 8,178 0
0
17| Amortisation and depreciation (2,920) 0 (1,211) 0
18| Provisions 0 0 0 0
19| Write-down of assets (1,455) 0 (32) 0
20| write-backs of assets and non-monetary income 641 0 0 0
21| Total non-monetary income and operating costs (3,734) 0 (1,243) 0
0
22| EBIT (16+21) 12,342 (181) 6,935 0
0
23] Interest and financial income 3,939 0 348 0
24| Interest and financial expenses (2,027) 0 (2,723) 0
25| Financial income and charges 1,912 0 (2,375) 0
0
26| Pre-tax income (22+25) 14,254 (181) 4,560 0
0
27 | Current taxes (3,897) 0 (435) 0
28| Deferred taxes (1,252) 0 (2,200) 0
29| Total income taxes (5,149) 0 (2,635) 0
0
30| Net profit (26+29) 9,105 (181) 1,925 0
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1. FORM, CONTENT AND OTHER GENERAL INFORMATION

The activities carried out by Digital Bros S.p.Aealescribed in the directors’ report.

The financial statements at 30 June 2015 have jpegrared on a going concern basis. The Company has
determined that the uncertainties and risks to wihits exposed, as described in the directorsdrgmlo

not cast doubt on its ability to operate as a goimgcern.
Accounting standards and compliance with IFRS

The separate financial statements of Digital Brgs./ for the year ended 30 June 2015 have been
prepared in accordance with Art. 1tet-of Legislative Decree 58 of 24 February 1998, ameraded.
They comply with the International Financial Repugt Standards (IFRS) issued by the International
Accounting Standards Board (IASB), on the basighef text published in the Official Journal of the
European Union. The term “IFRS” encompasses thernational Accounting Standards (IAS) still in
effect, as well as all interpretations publishedtbg International Financial Reporting Interpreias
Committee (IFRIC). All amounts contained in the agpe financial statements at 30 June 2015 are

expressed in thousands of euros (EUR/000), unkbsswise specified.

Reporting formats

The separate financial statements for the yearceB88eJune 2015 comply with the IAS/IFRS and with

the interpretations thereof (SIC/IFRIC) endorsedhsyEuropean Commission as of that date.

The statements and the notes also include theodis@ls required by Consob Resolution 15519 of B7 Ju
2006 and Consob Announcement 6064293 of 28 Julg.200
No changes have been made to the reporting fornthtrespect to previous years, and all schedules ar

consistent with those used for the separate fiahstatements at 30 June 2015.

The financial statements are comprised of:

e statement of financial position at 30 June 2015 wibmparative figures at 30 June 2014 (the
previous year-end reporting date);

e income statement for the period from 01 July 20d8® June 2015, in comparison with the
income statement from 01 July 2013 to 30 June 2014;

» statement of comprehensive income from 01 July 26130 June 2015 in comparison with the
statement of comprehensive income from 01 July 20130 June 2014;

« statement of cash flows for the period under reyiswcomparison with the previous year's
statement;

e statement of changes in equity from 01 July 2013QdJune 2015 and from 01 July 2013 to 30
June 2014.
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The following have been presented to supplemeninfbemation in the financial statements:

« details of cash flows by maturity, compared withvexments taking place the previous year;

e additional information on the statement of casiwipwith prior-year comparison;

« the income statement and balance sheet complight @dnsob Resolution 15519 of 27 July
2006.

The first column of the statement of financial piosi indicates the number of the relevant note.

The statement of financial position is divided ifitee categories:

* non-current assets;
e non-current liabilities;
e net working capital;
« shareholders’ equity;

« net financial position.

Non-current assets are those whose duration istknng by nature, such as fixed assets to be used ov
several years, equity investments, and receivabigs in subsequent periods. They also include

investment property, and deferred tax assets regsmrdf when they might be realized.

Non-current liabilities cover provisions not expEtto be used during the next 12 months and for pos
employment benefits, in particular the provisiom &mployee termination indemnities at the parent

company and its Italian subsidiaries.

Net working capital expresses current assets afiliies. Because of the commercial nature of the
Company’s operations, net working capital is esgBcisignificant, as it represents the amount the
Company invests in operating activities to helpréase its turnover. Its trend in relation to busie

volumes, and as a function of seasonal pattertieimarket, is extremely important.

Shareholders’ equity consists of share capitakries, unallocated earnings (the profit for ther y#as

the portion of previous years’ profits not alloght® specific types of reserve by the shareholders)
adjusted by treasury shares.

Total net assets are the sum of non-current aghetsnet working capital, less non-current liakaktand

equity.

The net financial position is divided into curremd non-current debt and corresponds to the tota¢to

assets.

The first column of the official income statememidaof the income statement provided for segment

reporting purposes indicates the number of thevaglenote.
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The income statement has been prepared in vefticakt, with individual entries grouped by typedan

shows four intermediate levels of profit:

» gross profit, the difference between net revenuelstiae total cost of goods sold;
* EBITDA, the difference between the gross profit &otdl operating costs;
« EBIT, the difference between EBITDA and total dejiméion, amortization and impairment;

* pre-tax income, the difference between EBIT andntetest income or expense.

The net profit, the difference between the pregiafit and total tax, is followed by earnings phare.

The cash flow statement has been prepared usingditect method, whereby profit is adjusted foe th
effects of transactions of a non-cash nature, dhaung net working capital, cash flows from finargin

and investing activities, and changes in consdaidiagquity.

The overall change for the period is given by tine f the following items:

e cash flow from operating activities;
« changes in net working capital,

« cash flow from investing activities;
« cash flow from financing activities;

« changes in consolidated shareholders’ equity.

The statement of changes in equity has been drawn accordance with IFRS, and shows movements
between 01 July 2013 and 30 June 2015.

There are no minority interests, which are theeefwt reported.
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2. ACCOUNTING STANDARDS

Figures in the separate financial statements weteriohined according to the International Accounting

Standards and their interpretations in effect a30oJune 2015.

The financial statements were prepared on the lodidise accounts at 30 June 2015 submitted by the

Company.

The measurement criteria used to prepare the gep@irancial statements as at 30 June 2015 are
coherent with those used to prepare the separsadial statements as at 30 June 2014. Changes in
standards and interpretations adopted by the Earopmion did not have any significant effect in the
preparation of the separate financial statemer diune 2014 except as indicated in paragraplodnfF
and content and other general information and papdj and 1.1 “Comparability of the financial
statements”. Changes in the standards and intatjmnes adopted by the European Union have had no

significant effect on the preparation of the coiaikd financial statements as at 30 June 2015.

Property, plant and equipment

Property, plant and equipment are recognized athase or production cost and are shown net of
depreciation and impairment. No revaluations hagenbconducted in previous years. Any financial
charges are not capitalized.

Leasehold improvements and costs incurred afteshase are capitalized only if they increase theréut
economic benefits associated with the asset. Aléotosts are charged to the income statement when

incurred.

Depreciation is calculated on a straight-line basir the asset’s estimated useful life, as foltows

Buildings 3%
Plants and machinery 12%-25%
Industrial and commercial equipment 20%
Other assets 20%-25%

Assets acquired under existing finance leases,hitiwall of the risks and benefits of ownership are
transferred to the Company, are recognized atdher of purchase cost and the present value of the
minimum payments due for the entire duration ofld#ase. The corresponding debt to the lessortedlis
under financial payables. Depreciation is charge atraight-line basis over the estimated uségibff

the asset.

Leases in which the lessor substantially retaihsfahe risks and rewards associated with ownersfi
the assets are classified as operating leasescddte of operating leases are charged to “rentads a
leasing” in the income statement in relation totdren of the contract.
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Land is not depreciated, although impairment lossesharged if the fair value falls below cost.

Investment property

Buildings and property units held for appreciatafrthe invested capital are recognized at histbdoat

and are not depreciated. Impairment losses argetaf their market value falls below cost.

Intangible assets

Intangible assets purchased or produced intermadfycapitalized in accordance with IAS 38, when it
is likely that their use will generate future ecomio benefits and when their cost can be reliably

determined.

They are recognized at purchase or productionamdt if they have a finite useful life, are amaztiz

on a straight-line basis over that period.

Amortization rates are as follows:

e Brands: 10%
* Microsoft Dynamics Navision licenses: 20%

* Long-term licenses / usage rights: 20%.

Intangible assets of finite useful life are amatizsystematically over their estimated useful lives
starting from the date they are available for Td®ir value is tested for recoverability in accarcka with

IAS 36, as explained under “impairment of assetdbdl.

The same principle is followed for long-term usaiggats and intellectual property, whose amortizatio
method must reasonably and reliably reflect theetation between costs and income. If that corietat
cannot be objectively determined, the Company tisesstraight-line method over the duration of the

contract, and in any event over a period not exoeeiil/e years.

Rights available for multiple means of exploitatithhat are used in the distribution business are
amortized according to international best practammsidering the relationship between the income

earned for each type of exploitation and the tokedme generated by the exploitation of that right.

The amortization charge is shown in the incomesstant.

Equity investments

Equity investments in associates are recognizedsitless any impairment.

The positive difference between the purchase codtthe Company’'s share of net equity at present
values, if apparent at the time of the acquisifrom third parties, is included in the carrying walof the

investment.
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Once a year, or more frequently if necessary, gqoitestments in subsidiaries and associates uaderg
impairment testing in accordance with 1AS 36. Erthis evidence that these investments have sdftare
impairment loss, the loss is recognized in the imestatement as an impairment loss. If the Compgany’
share of the company’s losses exceeds its carmahge, and if the Company is obliged to respond for
this, the value of the investment is reduced t@ zard the Company’s share of the additional logses
charged to the provisions for risks and chargetheriabilities side of the statement of finangakition.

If the loss in value is subsequently reversed duced, the impairment loss is likewise reversedoupn

amount not exceeding cost.

Other financial assets available for sale

In accordance with IAS 39, investments in compabptéer than subsidiaries and associates, conatituti
non-current financial assets which are not heldirfading, are classified as financial assets aviléor
sale and are measured at fair value, except iratsins where the fair value may not be reliably

determined: in such cases, the cost method is edopt

Gains and losses resulting from fair value adjustsiare recognized in a separate reserve of tatakg
(losses) until they are sold or impaired; whendhset is sold, the gains and losses previouslyreoed
in total gains (losses) are recognized in the irestatement for the period. When the asset is magai

the accumulated losses are included in the incaatersent under “interest and financial expenses”.

For further information on the standards regardingncial assets, refer to the specific note (“Ricial

Assets”).

Impairment of assets

At least once a year, therefore, the Company testgecoverability of these assets’ carrying valtie.
they are found to be impaired, the asset’s recthe@mount is estimated in order to determine Kterg

of the write-down. Where it is not possible to estte the recoverable amount of an individual asket,
Company estimates the recoverable amount of tHegaserating unit to which the asset belongs.

The recoverable amount of an asset is its fairevalet of costs to sell or its value in use, whicnds
higher. An asset’s value in use is estimated bygadisting the present value of estimated future cash
flows at a pre-tax rate that reflects the currénetvalue of money and the specific risks inheterthe

asset.

If the recoverable amount of an asset (or of a -gmsterating unit) is estimated to be lower than the
relative book value, it is reduced to the loweronarable value. The reversal of an impairment less
immediately recognized in the income statementparticular, when assessing the existence of any
impairment losses of investments in subsidiariesassociates, when these companies are not lisiéd o
a reliable market value (fair value less costsely) & not determinable, the recoverable valudafined

as the value in use. Value in use is defined apdhnion attributable to the Company of the presahte

of estimated cash flows from operations or dividetalbe received in respect of each subsidiarytia@d

amount that is expected to be received from thenate disposal of the asset in line with the priovis
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of IAS 28 and IAS 36 for the part referred to bySI28.

When it is no longer necessary to maintain an impant, the carrying value of the asset (or cash-
generating unit), with the exception of goodwidl,increased to the new value deriving from thareste
of its recoverable value, but not exceeding theboetk value that the asset would have had if it iaid

been written down for impairment. The write-backdsognized in the income statement.

Inventories

Finished product inventories are recognized at lthveer of cost including ancillary expenses and
realizable value, as estimated from market tre8gscific cost is the measurement used to define cos
When the realizable value of inventories is lesmttheir purchase cost, impairment is charged tjrec

to the unit value of the article in question.

Receivables and payables

Receivables are recognized at their estimatedzedsé value. The face value of receivables is aeljus

to their estimated realizable value by means ofavigion for doubtful accounts, which is formed in
consideration of debtors’ individual situations.

Receivables from customers undergoing insolvenoggatures are written off in full, or written dowm t

the extent that legal action in course indicate thartial collectibility.

Payables are shown at face value.

Factoring of trade receivables

The Company has factored its trade receivablesowithecourse to various companies. In accordance
with IAS 39, factored assets can be eliminated fthenfinancial statements only when the associated
risks and benefits have been substantially traredderThus, receivables factored without recourse th
include provisions limiting the transfer of theseks and benefits at the time of the transactionhsas
deferred payments or deductibles by the transfenothat imply continued significant exposure te th
trend in inflows deriving from the receivables, mmin the separate financial statements even tihoug
said receivables have been transferred. An amanraléo the sums advanced for factored receivables
not yet collected is therefore recognized in theasate financial statements under other curreantiral

liabilities.

Employee benefits

Employee termination indemnities (trattamento defrapporto or TFR), which are mandatory for Italia
companies pursuant to Art. 2120 of the Civil Cogiealify as deferred compensation and depend on the
employee’s duration of employment and amount of pemsation received while in the Company’s

service.
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Since 1 January 2007, Italy has made significaanhghs to the TFR system, including the employee’s
choice as to where his or her benefits are to ek (frecomplementary pension funds or in the “Tregs
Fund” managed by the Social Security agency INFBs, the obligation to INPS and the payments to
complementary pension funds qualify as definedritmrtion plans, while the amounts remaining in TFR,

in accordance with 1AS 19, retain their status efinéd benefit plans.

Actuarial gains and losses in accordance with thermiment to IAS 19 are recognized in equity under

other reserves.

Current and non-current provisions

The Company makes provisions against legal or oactdie obligations to third parties whose exact
amount and/or timing are unknown, and/or it is ljkehat the Company’s resources will have to be
employed to fulfil the obligation and the amounhdze reliably estimated. The provisions are adguste

periodically to reflect any changes in the estidamount of the liability.

Changes in estimates are recorded in the incortenstat for the period in which the changes are made

Financial assets and liabilities

Current financial assets, non-current financiak&ssand current and non-current financial lialke#itare

recognized in accordance with IAS 39 — Financiatrimments: Recognition and Measurement.

Cash and cash equivalents include cash on handk 8aposits, mutual fund units, other highly

negotiable securities, and other financial assstsgnized as assets available for sale.

Current financial assets and securities are boakedhe basis of their trading date; upon first-time
recognition they are valued at purchase cost imetudransaction expenses. Following first-time
recognition, financial instruments available folesand trading securities are posted at fair valuthe
market price is unavailable, the fair value of fin&l instruments available for sale is measurati thie
most appropriate valuation techniques, such asdibeounted cash flow method, using the market

information available at the close of the year.

Financial liabilities cover financial and other pdyes, including those arising from the recognitadn

derivative instruments at market value.

Financial liabilities hedged by derivatives are whoat fair value, according to the rules of hedge
accounting: gains and losses from subsequent récogat fair value, due to changes in interesésat
and/or exchange rates, are posted to the incorrerstat and offset by the effective portion of thes|

or gain deriving from the subsequent fair-valueoggition of the instrument hedged.

Financial assets measured at fair value directly in the income statement
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In accordance with the provision of IAS 39, theegairy includes the following cases:

» financial assets held for the specific purposeading;

« financial assets to be considered at fair valumftioeir purchase.

On initial recognition, financial assets held frading are measured at fair value, without addingctly

attributable transaction costs or income that eacended in the income statement.

All assets within this category are classified agent if they are held for trading or if they anepected

to be sold within 12 months from the closing ddtéhe financial statements.

Designation of a financial instrument to this catsgis final (IAS 39 only envisages some exceptiona
circumstances in which said financial assets maglégsified in another category) and can only beedo
on initial recognition.

Gains or losses on “Financial assets at fair vdluectly through the income statement” are immexdyat

recognized in the income statement.

The fair value is the amount for which an asseldbe exchanged, or to be paid to transfer theliiab
(“exit price”) in an arm’s length transaction beemeknowledgeable and independent parties. In the ca
of securities traded on regulated markets, theviaiue is determined with reference to bid pricetha

end of trading at the closing date of the period.

Purchases or sales regulated at “market pricestearegnized on the trade date, which is the date on
which the Group commits to purchase or sell thetass cases where the fair value cannot be rgliabl
determined, the financial asset is valued at cm#h disclosure in the notes of its type and ralate
reasons.

Investments in financial assets may be derecogriderecognition process) only upon expiry of the
contractual rights to receive cash flows from inments (ex. final redemption of bonds subscribed) o

when the Company transfers the financial assetfimdlated risks and benefits.

Derivative financial instruments

Derivatives are normally used to hedge the riskuztuation in exchange rates, interest rates aacket
prices. In accordance with IAS 39, derivative fic@h instruments may be recognized on a hedge
accounting basis only if, at the inception of thed@e, the relationship is formally designated and
documented; the hedge is expected to be highlgtefte its effectiveness can be reliably measuasut

the hedge is assessed as being highly effectieigihiout the financial reporting periods for whitkvas
designated.

All derivative financial instruments are measuréethé value, as established by IAS 39.

When the financial instruments qualify for hedgeamting, the following rules apply:

Fair value hedge — If a derivative financial instrument is desigethtas a hedge against changes in the
fair value of a recognized asset or liability ditriable to a particular risk that may affect theoime
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statement, the gain or loss arising from subseda@ntalue accounting of the hedge is recognirethé

income statement.

The gain or loss on the hedged item attributablthéohedged risk adjusts the carrying amount of tha

item and is recognized in the income statement.

Cash flow hedge — If a financial instrument is designated as agleealjainst exposure to variations in the
cash flows of a recognized asset or liability diogecast transaction that is highly probable andldo
affect the income statement, the effective portidrthe gain or loss on the financial instrument is
recognized directly in equity. The cumulative gaimloss is transferred from shareholders’ equityht®
income statement in the same period in which thdgbeé transaction is recognized. The ineffective
portion of the gain or loss on the hedging instrotige recognized immediately in the income statemen
If a hedge or a hedging relationship is closed,thathedged transaction has not yet taken plaee, th
gains or losses accrued up to that time in equiéyreclassified to the income statement as sodheas
transaction occurs. If the hedged transaction i®nger expected to occur, the unrealized gairiesses

still recognized in equity are immediately takeritte income statement.

If hedge accounting cannot be used, the gains ssel arising from the fair value accounting of the

derivative financial instrument are recognized indiately to the income statement.

Treasury shares

Treasury shares held by Digital Bros S.p.A. anéottompanies in the consolidation are deducted from
equity. Their original cost and any positive/negatilifferences from their subsequent sale are decbr

as equity movements under “other reserves.”

Revenues

Revenues are recognized when the Company is exbctebtain economic benefits whose amount can
be reliably determined. Specifically, revenues fribra sale of goods are recognized when the riséds an
benefits of ownership are transferred to the buged the price has been agreed or can be determined

and is expected to be received.

Revenues from services are recognized when theesrare rendered and accepted by the customer.
“Gross revenues” are shown net of discounts, rebatd returns. Revenue adjustments are comprised of
variable costs depending on the revenues and éstinmaturns from customers, both contractual and
non-contractual.

Costs

Costs and other operating expenses are recogniked imcurred in accordance with the principles of
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accrual and matching, when they do not producedutaonomic benefits, or when those benefits do not
qualify for recognition as assets.

Advertising costs are recognized upon receipt efsérvice.

Cost of goods sold

The cost of goods sold is the purchase or productist of products, goods and/or services for eesal

includes all materials and workmanship costs.

The item “change in inventories” refers to the grealue of year-end inventories with respect to the

previous year, net of the change in provisionsrfeentory obsolescence.

Dividends received

Dividends received from equity investments are ge@ed when the right to receive payment is
established, provided they derive from the allaaf profits earned after the interest in the camyp
was acquired. If they derive from the distributiohreserves generated prior to the acquisitionhsuc

dividends are deducted from the carrying valuéhefaquity investment.

Interest income and expense

Interest income and expense are recognized onanas basis and are shown separately in the income

statement without being offset against each other.

Current taxes

Income taxes include all charges calculated on Gyl taxable income. Income taxes are generally
recognized to the income statement, except whenghgain to items directly charged from or credite

to equity, in which case the tax effect is recogdidirectly to equity.

Other taxes not related to income, such as thoggaperty and capital, are presented in other dipgra

expenses.

Deferred taxes

Deferred taxes are determined according to thenbalaheet liability method. They are calculatedlbn
temporary differences between the accounting anddhie of an asset or liability, with the exceptiof
non-deductible goodwill and differences derivingrfr investments in subsidiaries that are not expecte

to reverse in the foreseeable future.

Deferred tax assets on business losses and unesgedredits eligible to be carried forward are
recognized in proportion to the likelihood of eagienough future taxable income for these to be

recovered. Deferred tax assets and liabilitiescateulated at the tax rates expected to be in favben
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the temporary differences are likely to be realinedeversed.

They are classified as non-current assets andifiebj regardless of the estimated year of use.

Earnings per share

Basic earnings per share are calculated by divithegnet profit for the period by the number ofrsisa
outstanding, net of treasury shares. For DigitadsBrdiluted earnings per share is the same as basic

earnings per share, since there were no finantsaluments convertible into shares in circulationing

the period

Foreign currency transactions

Transactions in foreign currencies are recognizeithea exchange rate in effect on the transactida.da
Monetary assets and liabilities denominated inifpreurrencies as of the reporting date are tréedblat

the exchange rate in force on that date. Exchaages @nd losses generated by the closure of mgnetar
items or by their translation at rates other tHaosé used upon initial recognition during the yaam

prior periods are recognized to the income statémen

New accounting standards

The following IFRS standards, amendments and intéspions were applied for the first time by the
Company with effect from 1 July 2014
« IFRS 11 - Joint Arrangements, which replaces IAS- 3dterests in Joint Ventures and SIC-13 —

Jointly-controlled entities — Non-monetary conttibns by venturers. The standard is not
applicable to the Group.
The new standard, subject to the criteria for ttheniification of the presence of a jointly
controlled entity, provides the criteria for thecaanting of joint arrangements by focusing on
the rights and obligations deriving from these mgements, rather than its legal form,
distinguishing these arrangements between jointuves and joint operations. According to
IFRS 11, on the contrary of the previous IAS 3% #xistence of a separate vehicle is not a
sufficient condition for classifying a joint arragmgent as a joint venture. For joint ventures,
where the parties have rights only on shareholdeegliity of the agreement, the standard
establishes the equity method as the only metho@dcobunting the consolidated financial
statements. For joint operations, where the pahnide® rights to the assets and obligations for the
liabilities of the agreement, the standard involtbe direct inclusion in the consolidated
financial statements (and in the separate finargt@lements) of the pro-quota of the assets,
liabilities, costs and revenues from the joint gpen. In general terms, the application of IFRS
11 requires a significant degree of judgement mage areas of the Company with regard to the

distinction between joint venture and joint operati

The new standard shall be applied retrospectiveinfl July 2014.
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Following the adoption of the new standard IFRS [AS 28 - Investments in associated
companies has been amended to include within @pesof application, from the effective date
of the standard, also the investments in jointiytomled entities. The adoption of this new

standard had no significant impact on the Company;

IFRS 12 — Disclosure of interests in other entjtighich is a new and comprehensive standard

on disclosure requirements for all forms of intésés other entities, including subsidiaries, joint

arrangements, associates, special purpose vehiuatesther unconsolidated vehicles. It must be

applied retrospectively from 1 July 2014. The adwopof this new standard had no significant

impact on the Company;

Amendments to IAS 32 “Compensation of financialeassand financial liabilities”, aimed at

clarifying the application of the criteria requiréal offset financial assets and liabilities in the

financial statements (i.e. the entity currently Haslegal right to offset the recognized amounts

and intends either to settle the net residual amaurto realize the asset and at the same time

settle the liability). The amendments are retropely applicable from 1 July 2014. The

adoption of this new standard had no significargaat on the Company;

Amendments to IFRS 10, IFRS 12 and IAS 27 “Investimentities”, which, for investment

companies, introduce an exception to the consabidaif subsidiaries, except in cases in which

said subsidiaries provide ancillary services to ibweestment activities carried out by the

investment company. The standard is not applicabiee Company.

In accordance with these amendments, investmeiitesnmust measure their investments in

subsidiaries at fair value. The following criteriere introduced for qualification as an

investment company and therefore, have accessd@seeption:

0 obtain funds from one or more investors for theppse of providing them with investment
management services;

o undertake with its investors to pursue the purmdsevesting the funds exclusively to obtain
returns from capital revaluation, from the inconfi¢he investment or both; and

0 measure and evaluate the performance of substaribinvestments on a fair value basis.

These amendments shall apply, with the principfegference, as of 1 July 2014. The adoption

of this new standard had no significant impactl@Company;

Amendments to IAS 36 “Impairment of Assets — Recalike Amount Disclosures for Non-
Financial Assets”. The amendments aim to clarifgt tthe disclosure to be provided on the
recoverable amount of assets (including goodwill)cash flow generating units subject to
impairment tests, if their recoverable amount iseobon the fair value net of the disposal costs,
regards only assets or cash-generating units fachadn impairment loss has been recognised or
reversed during the year. In this case, it willheeessary to provide adequate information on the
hierarchy of the fair value level of the recoveeblalue and the valuation techniques and
assumptions used (in the case of level 2 or 3). &rhendments are retrospectively applicable

from 1 July 2014. The adoption of this new standad no significant impact on the Company;

Amendments to IAS 39 — Financial instruments Rett@gnand Measurement - Novation of

derivatives and continuation of hedge accountinge @mendments regard the introduction of
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certain exemptions from the hedge accounting requénts defined by IAS 39 in the
circumstance in which an existing derivative sbeallreplaced with a new derivative in a specific
case in which said substitution is against a Cén@raunterparty — CCP following the
introduction of a new law or regulation. The ameedts are retrospectively applicable from 1

July 2014. The adoption of this new standard hadigiificant impact on the Company.

IFRS and IFRIC Accounting Principles, Amendments and | nterpretations approved by the European

Union, not yet obligatorily applicable and not adopted by the Group in advance at 30 June 2015.

On 20 May 2013 the interpretation IFRIC 21 — Leyiegms published, which provides
clarification on when recognition of a liabilityleged to taxes (other than income taxes) imposed
by a government agency. The standard is not afiydica the Group.

The standard addresses both the liabilities foedathat fall within the scope of IAS 37 —
Provisions, contingent liabilities and assets, Hoththe taxes where the amount and timing are
certain. The interpretation is applied retrospetyifor annual periods commencing no later than
17 June 2014 or later. The directors anticipaté tinia adoption of this new interpretation will

not affect the Company;

On 12 December 2013, the IASB published the doctinf&mnual Improvements to IFRSs:
2010-2012 Cycle”, which implements the amendmemtsaime standards in the context of the
annual process of improving the same. The maingdwmare:

o IFRS 2 Share Based Payments — Definition of vestorglition. Changes have been made
to the definitions of “vesting condition” and “maatkcondition” and additional definitions
of “performance condition” and “service conditiogiven (previously included under the
definition of “vesting condition”); the standardnst applicable to the Company;

o IFRS 3 Business Combination — Accounting for cayeimt consideration. The amendment
clarifies that a “contingent consideration” as paEfrbusiness combinations classified as a
financial asset or liability must be remeasurefhatvalue at each year-end date and the
changes in fair value shall be noted on the incetaiement or amongst the items of the
comprehensive income statement according to thérergents of IAS 39 (or IFRS 9); the
standard is not applicable to the Company;

0 IFRS 8 Operating segments — Aggregation of opegafagments. The amendments
require an entity to provide information on managatis considerations in applying the
aggregation criteria of operating segments, inclgda description of the operating
segments that have been aggregated and the econodizators considered in
determining whether or not said operating segmieaate similar economic characteristics;

o IFRS 8 Operating segments — Reconciliation of tofadhe reportable segments’ assets to
the entity’'s assets. The amendments clarify that réconciliation of total assets of
operating segments and total overall assets aéritiey must only be presented if the total
assets of the operating segments are regularlga@vdy the higher operating decision-
making level,

o IFRS 13 Fair Value Measurement — Short-term ret¥@gmand payables. The Basis for

Conclusions of said principle have been amendedarify that with the issue of IFRS 13
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and the consequent amendments to IAS 39 and IFR® $ossibility of booking current
receivables and payables without needing to boeleffects of discounting remains valid,
if said effects are immaterial;

o IAS 16 Property, plant and equipment and IAS 3&ugtble Assets — Revaluation
method: proportionate restatement of accumulategredétion/amortization. The
amendments eliminated the inconsistencies in tbegrdtion of depreciation/amortisation
when a tangible or intangible asset is subjectetaluation. The requirements of the
amendments clarify that the gross book value shalladjusted consistently with the
increase in value of the asset's book value andt thee provision for
amortization/depreciation shall be the differenegween the gross book value and the
book value net of impairment recorded;

o0 IAS 24 Related Parties Disclosures — Key managepenrsonnel. It is clarified that if the
services of key managers are provided by an efitéy not by a natural person), said
entity shall however be considered as a relatety.par

The amendments shall apply at the latest beginthieagyears starting 1 July 2015. The directors

do not expect a significant impact on the Compaanfthe adoption of said amendments;

On 12 December 2013, the IASB published the doctinf&mnual Improvements to IFRSs:
2011-2013 Cycle”, which implements the amendmemtsaime standards in the context of the
annual process of improving the same. The maingdmare:

o IFRS 3 Business Combinations — Scope exceptiondiot ventures. The amendment
states that paragraph 2 (a) of IFRS 3 excludes fr@scope of IFRS 3 the formation of
all types of joint arrangements, as defined by IARSthe standard is not applicable to the
Company;

o IFRS 13 Fair Value Measurement — Scope of portf@iception (par. 52). The
amendment clarifies that the portfolio exceptionluded in paragraph 52 of IFRS 13
applies to all contracts included within the scae AS 39 (or IFRS 9) regardless of
whether they meet the definition of financial assatd liabilities provided by IAS 32;

o IAS 40 Investment Properties — Interrelationshipween IFRS 3 and IAS 40. The
amendment clarifies that IFRS 3 and IAS 40 aremmatually exclusive and that, in order
to determine whether or not the purchase of a ptypfels within the scope of application
of IFRS 3 or IAS 40, reference shall be made respedy to the specific indications of
IFRS 3 or IAS 40.

The amendments shall apply beginning the yearsirgjal July 2015 or subsequently. The

directors do not expect a significant impact on @®up’s consolidated financial statements

from the adoption of said amendments;

On 21 November 2013, the IASB issued the amendnei®S 19 “Defined Benefit Plans:

Employee Contributions”, which aims to present tbatributions (relating only to the service
provided by the employee during the year) maderbpleyees or third parties to defined benefit
plans to reduce the service cost for the year irtlwthe contribution is paid. The need for this
proposal stems from the introduction of the new IAS (2011), which states that such

contributions are to be interpreted as part of st-pmployment benefit, rather than a short-term
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benefit and, therefore, that this contribution Ele spread over the years of service of the
employee. The amendments shall apply at the la@ginning the years starting 1 July 2015.
The directors do not expect a significant impacttee Company from the adoption of said

amendment.

Accounting standards, amendments and interpretations not yet endorsed by the European Union

At the reporting date of these consolidated finainstatements, the EU authorities had not yettiets
the endorsement process necessary for the adayttbe following amendments and standards:

e On 30 January 2014, the IASB published the stanti&R& 14 — Regulatory Deferral Accounts
that allows only those that adopt IFRS for thetftisie to continue to recognize the amounts
related to activities subject to regulated tar{ffRate Regulation Activities”) under previous
accounting principles adopted. As the Group is adirst-time adopter, said standard is not
applicable;

* On 6 May 2014, the IASB issued amendments to IFR3oint Arrangements — “Accounting for
acquisitions of interests in joint operations” tilg to the accounting for the purchase of stakes
in a joint operation whose activity constitutesusiness in the meaning provided by IFRS 3. The
standard is not applicable to the Company.

The amendments require that for these cases theiglas set out in IFRS 3 apply related to the
effects of a business combination.

The amendments are applicable starting from 1 Jgr2@16. However, earlier application is
permitted. The directors do not expect a significanpact on the Company from the adoption of

said amendments;

e On 12 May 2014, the IASB issued amendments to 183 doperty, plant and Equipment and
IAS 38 Intangibles Assets — “Clarification of actagle methods of depreciation and
amortisation”. The amendments to IAS 16 requiret tee amortization criteria based on
revenues are not appropriate, since, accordingeamendment, the revenues generated by an
activity that includes the use of the amortizedetagenerally reflect different factors only from
the consumption of the economic benefits of thetaSshe amendments to IAS 38 introduce a
related presumption, according to which a deprigziatnethod based on revenues is normally
considered inappropriate for the same reasongltaxh by the amendments made to IAS 16. In
the case of intangible assets, this presumptionbeaexceeded, however only in limited and
specific circumstances.

The amendments are applicable starting from 1 20%6. However, earlier application is
permitted. The directors do not expect a signifiéenpact on the Company from the adoption of

said amendments;

¢ On 28 May 2014, the IASB published the standardSFFS — Revenue from Contracts with
Customers, which is destined to replace IAS 18 veRee and IAS 11 — Construction Contracts,
as well as the interpretations of IFRIC 13 — Cusprhoyalty Programmes, IFRIC 15 —
Agreements for the Construction of Real Estate |tFR8 — Transfers of Assets from Customers

and SIC 31 — Revenues-Barter Transactions InvohAatyertising Services. The standard
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establishes a new model of revenue recognition shatl apply to all contracts with clients
except those that fall within the scope of appiaratof other IAS/IFRS principals such as
leasing, insurance contracts and financial instntsieT he fundamental steps for the recognition
of revenues according to the new model are:

o identification of the contract and with the client;

o identification of the performance obligations oé ttontract;

o determination of the price;

o allocation of the price to the performance obligasi of the contract;

o

criteria for recognition of revenues when the gntiieets each performance obligation.

The standard is applicable starting from 1 July2owever, earlier application is permitted.
The directors expect that the application of IFRSSwill not have a significant impact on the
amounts recorded as revenues and the related sliseléor the Company. However, it is not
possible to provide a reasonable estimate of tfectefintii the Company has completed a

detailed analysis of contracts with clients;

On 24 July 2014, the IASB published the final vensof IFRS 9 — Financial instruments. The
document includes the results of the phases rglatin classification and measurement,
impairment and hedge accounting, of the IASB’s gcbjaimed at replacing IAS 39. The new
standard, which replaces the previous version RSB, shall be applied for financial statements
beginning on 1 July 2018.

Following the financial crisis of 2008, at the regu of the main financial and political
institutions, the 1ASB started the project aimedheg replacement of IFRS 9 and proceeded in
phases. In 2009, the IASB published the first wersof IFRS 9 that only covered the
Classification and measurement of financial ass$atst, in 2010, the criteria were published for
the classification and measurement of financiddililes and derecognition (the latter topic was
transposed unchanged by IAS 39). In 2013, IFRS®ameended to include the general model of
hedge accounting. Following the current publicatiaich also includes impairment, IFRS 9
shall be considered completed with the exceptiocritdria regarding macro hedging, for which

the IASB has undertaken an independent project.

The standard introduces new criteria for classgfyamd measuring financial assets and liabilities.
In particular for financial assets, the new priteipses a single approach based on management
procedures for financial instruments and the cetiieel cash flow characteristics of the financial
assets in order to determine the valuation criteeiplacing the many different regulations in IAS
39. In terms of financial liabilities, the main nification introduced concerns the recognition of
variations in the fair value of financial liabiks measured at fair value in the income statement
whenever these changes are due to a change irsgher’s creditworthiness of the liability.
Under the new standard, these changes must be nieedgin the statement “Other

comprehensive income” and no longer in the incotatement.

With reference to the impairment model, the newd#ad requires the estimate of losses on
receivables to be made on the basis of the modekpécted losses (and not on the model of
incurred losses) using supportable informationjlalbe without unreasonable effort or expense

that include current and prospective historicalddthe standard requires that the impairment
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model apply to all financial instruments, i.e. ficéal assets measured at amortized cost, those
measured at fair value through other comprehensigeme, receivables arising from lease

agreements and trade receivables.

Finally, the standard introduces a new model ofgeedccounting in order to adapt the
requirements of the current IAS 39 that sometimegeveonsidered too stringent and unsuitable

to reflect the risk management policies of the Camyp The main developments are as follows:

o increase in the types of transactions eligiblehieige accounting, also including the risks
eligible for hedge accounting of non-financial iem

o changes in the way forward contracts and optioesagcounted for when they are in a
hedge accounting relationship, in order to redudatiity of the income statement;

o overhaul of the effectiveness test through replasgrof the current methods based on the
80-125% parameter with the principle that an “ecoitorelationship” must exist between
the hedged item and hedging instrument; in additietrospective assessment of hedge

effectiveness is no longer required.

The greater flexibility of the new accounting regunents is counterbalanced by enhanced
disclosure requirements about the entity’s risk ag@ment activities. The directors do not
expect that the application of IFRS 9 may havegaificant impact on the amounts and the
disclosure in the Company’s financial statementsweler, it is not possible to provide a

reasonable estimate of the effect until the Compes/completed a detailed analysis;

On 11 September 2014, the IASB published an amendtod FRS 10 and IAS 28 Sales or
Contribution of Assets between an Investor and#sociate or Joint Venture. The standard is
not applicable to the Group. The document was phbll in order to resolve the current
conflict between IAS 28 and IFRS 10.

According to the provisions of IAS 28, the gainloss resulting from the sale or transfer of a
non-monetary asset to a joint venture or assoaiagxchange for a share in the capital of the
latter is limited to the shareholding in the jouiginture or associate by other investors extraneous
to the transaction. In contrast, IFRS 10 requilesrecording of the entire gain or loss in the
event of loss of control of a subsidiary, evenhié entity continues to hold a non-controlling
stake in it, including in this case also the saldransfer of a subsidiary to a joint venture or
associate. The amendments introduced require dhat $ale/transfer of an asset or a subsidiary
to a joint venture or associate, the measure ofjfie or loss to be recognized in the financial
statements of the seller/transferor depends onhehdhe asset or subsidiary sold/transferred
constitute a business, under the meaning of IFRSIf 3the assets or the subsidiary
sold/transferred represent a business, the ertdll secognize the gain or loss on the entire
investment held; otherwise, the portion of the gaiross related to the share still held by the
entity shall be eliminated. The amendments are iegige starting from 1 January 2016.
However, earlier application is permitted. The dioes do not expect a significant impact on the

Company’s financial statements from the adoptiosaad amendments;
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On 25 September 2014, the IASB published the dooumi&nnual Improvements to IFRSs:
2012-2014 Cycle”. The amendments introduced bydieument shall be applied beginning
the years starting 1 July 2016.

The document introduces amendments to the followtagdards:

0 IFRS 5 — Non-current Assets Held for Sale and Ditoaed Operations. The amendment
introduces specific guidelines to the standarchendase in which an entity reclassifies an
asset (or disposal group) from the held-for-saleegmry to the held-for-distribution
category (or vice versa), or when the classificatioquirements no longer apply of an
asset as held-for-distribution. The amendmentsndetfnat (i) such reclassification shall
not be considered as a change to a sales pland@trébution plan and that the same
criteria for the classification and evaluation $haiain valid; (ii) the assets that no longer
meet the classification criteria for the held-fastdbution shall be treated the same way as
an asset no longer classified as held-for-sale;

o IFRS 7 — Financial Instruments: Disclosure. The rangents govern the introduction of
additional guidelines to clarify whether a servigircontract constitutes residual
involvement in a transferred asset for the purpo$ele disclosure required in relation to
the assets transferred. Moreover, it is clarifieat the disclosure on the compensation of
financial assets and liabilities is normally notpkoitly required for interim financial
statements. However, said disclosure may be nagessdulfil the requirements of IAS
34, in the case of significant information;

o0 IAS 19 — Employee Benefits. The document introdu@&ndments to IAS 19 to clarify
that the high quality corporate bonds used to deter the discount rate of post-
employment benefits shall be in the same currersey dor the payment of the benefits.
The amendments clarify that the scope of the markbigh quality corporate bonds to be
considered shall be the one in terms of currency;

o |IAS 34 — Interim Financial Reporting. The documartoduces amendments in order to
clarify the requirements to be met in the event tha disclosure required is presented in
the interim financial report, however outside o€ tmterim financial statements. The
amendment specifies that said disclosure is indutieough a cross-reference from the
interim financial statements to other parts of thierim financial report and that said
document is available to readers of the finandilesnents in the same manner and with
the same timing of the interim financial statements

The directors do not expect a significant impactre Company’s financial statements from the

adoption of said amendments;

On 18 December 2014, the IASB published the amentltoelAS 1 - Disclosure Initiative.

The objective of the amendments is to provide fitation to disclosure elements that may be

perceived as impediments to a clear and intelkgivhafting of financial statements. The main

amendments are as follows:

o Materiality and aggregation: it is clarified thatcampany shall not obscure information
aggregating or disaggregating it and that the clamations of materiality shall apply to the

financial statements, notes and specific disclosigguirements of the IFRS. The
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disclosures specifically required by IFRS shall grevided only if the information is
significant;

o Statement of financial position and statement ehgeehensive income: it is clarified that
the list of items specified by IAS 1 for these staénts may be disaggregated and
aggregated as appropriate. A guideline on the @sailatotals within the prospectuses is
also provided;

o Presentation of items of Other Comprehensive Incgf@l”): it is clarified that the
share of OCI of associates and joint ventures dfeged using the equity method shall be
presented in aggregate form in a single item, im tdivided between components
susceptible or not to future reclassificationshi® income statement;

o Notes: it is clarified that entities have flexibjlin defining the structure of the notes and a
guideline is provided on how to set up a systematier of the notes themselves, for
example:
= Giving prominence to those that are most relevanttie purposes of understanding
the economic and financial position (ex. groupinfimation on particular activities);
= Regrouping elements measured according to the sdtega (ex. assets measured at
fair value);
=  Following the order of the elements presented énstlatements.

The amendments introduced by the document shappbed beginning the years starting 1 July

2016. The directors do not expect a significantdaotpon the Company’s financial statements

from the adoption of said amendments.
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3. USE OF ESTIMATES

Discretionary valuations

The preparation of the separate financial statesnamdl notes for the year ended 30 June 2015 relquire
the Company to make certain discretionary valuatiohhese were used to prepare estimates and
assumptions that affect the recognized value adtasand liabilities in the separate financial stegats
and the information on contingent assets and itedslas of the reporting date. They are formulaiad
the basis of short- and medium/long-term budgeisdre constantly updated and approved by the Board

of Directors prior to the approval of all financialports.

Estimates are based on data reflecting currentadlaiknowledge; they are periodically reviewed and
the effects are conveyed in the income statementiadhresults may differ even substantially frorasé
estimates due to changes in the factors considetexh formulating them. Estimates are used, in
particular, to report provisions for doubtful acata) the measurement of inventories, depreciatiwh a

amortization, asset impairment, employee beneféferred taxes, and other provisions and reserves.

The main sources of uncertainty in making estimatesmcerned doubtful accounts, inventory

impairment, employee benefits, revenue adjustmeoysjties, and deferred taxes.

Credit risk

The risk of credit default is assessed periodicallythe basis of opinions provided by the extelegal
advisor in charge of customer disputes. Accordiagthte Company’s credit collection procedure,
receivables not paid within 45 days of falling daee passed on to the legal advisor for collection.
Frequent meetings between the legal advisor andréit manager, and frequent updates of the legal

advisor’s collectibility forecasts, make the estienaf doubtful accounts reliable over time.

Valuation of inventories

The Company values inventories on a quarterly basisonsideration of the rapid obsolescence of its
products. Impairment losses may be charged tocteffelividual products’ lower market value with
respect to their historical cost. To arrive at thestimates, the Company uses revenue forecastsefor
four following quarters, produced by the sales depant. Any differences found between the market
valuation of a product held in inventory, takingcaant of its platform/price category, and its histal

cost are recognized to the income statement iquleter they are discovered.

Employee benefits

The Company offers no pension plans and/or othepl@me benefits, with the exception of the
employee termination indemnities (trattamento diefirapporto, or TFR) required by Italian law.

Estimating those benefits requires an assessmehe dtiture financial outlays that may arise assult
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of employees’ voluntary and involuntary departuenf the Company, in relation to their seniority and

the revaluation rates these benefits enjoy by law.

The TFR system underwent significant changes dutfiegyear ended 30 June 2006. Estimating the
liability is still complex, due to a small portiasf benefits that have remained with the Company. To
arrive at this estimate, the Company is assisted bggistered actuary to help define the necessary

parameters.

Revenue adjustments

A significant cost element defined as “revenue stalients” involves analytical computations for which

the Company has adopted suitable procedures.

Revenue adjustments are made up of two kinds df Tbe first, discounts granted to customers at the
end of the contractual period (known as year-eredlits), are easier to determine. The second are
difficult to estimate and consist of potential dtetwtes that the Company will have to issue td@uers

as a result of unsold products. To estimate thisuatp management uses calculations based on an
analysis by individual customer as well as an aislpy individual product, in which the risk is st
separately for price cuts and potential returnse fdrecast is made quarterly, on a product-by-produ
basis, comparing volumes sold to retailers with Wibéumes they have sold to end consumers. The
availability of sales classifications on a singiional basis makes the forecast reliable over,toften

product inventory data can be used for certaimtdi¢hat make forecasts easier.

Deferred tax assets and liabilities

There are two areas of uncertainty in the calautatif deferred taxes. The first is their recovdigbian
uncertainty the Company mitigates by comparing de¢erred tax assets recognized by individual
companies with their budgets. The second is therdée which is assumed to be constant over time,

and/or modified if we can already be certain that¢hanges will come into force.
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4. ANALYSIS OF THE STATEMENT OF FINANCIAL POSITION

The statement of financial position as at 30 JuBg&52compared with the statement of financial

position as at 30 June 2014 is given below:

EUR/000 30 June 2015 30 June 2014 Change
Non-current assets
1| Property, plant and equipment 3,335 3,046 289 9.5%
2| Investment property 0 455| (455) n.s.
3| Intangible assets 322 198 124 62.7%
4| Equity investments 13,931 14,635 (704) 0.0%
5 | Non-current receivables and other assets 644 644 0 0.0%
6 | Deferred tax assets 517 1,023 (506)| -49.5%
Total non-current assets 18,749 20,001 (1,252) -6.3%
Non-current liabilities
7 | Employee benefits (442) (501) 59| -11.7%
8 | Non-current provisions (171) (205) 34| -16.3%
9| Other non-current payables and liabilities 0 0 0 0.0%
Total non-current liabilities (613) (706) 93| -13.2%
Net working capital
10| Inventories 9,266 9,807 (541)| -5.5%
11| Trade receivables 5,445 6,969 (1,524)] -21.9%
12| Due from subsidiaries 14,131 25,393/ (11,262)| -44.4%
13| Tax credits 471 2,205/ (1,734)| -78.6%
14| Other current assets 499 611 (112) n.s.
15| Trade payables (2,204) (2,011)] (193) 9.6%
16| Due to subsidiaries (2,031) (8,000)] 5,969| -74.6%
17| Tax payables (286) (920) 634| -68.9%
18| Current provisions (1,491) (8,519)| 7,028| -82.5%
19| Other current liabilities (94Q) (1,158) 218| -18.8%
Total net working capital 22,860 24,377 (1,517) -6.2%
Shareholders’ equity
20| Share capital (5,644) (5,644) 0 0.0%
21| Reserves (18,172) (17,876) (296) 1.7%
22| Treasury shares 1,199 1,574 (375)| -23.8%
23| Retained earnings (losses) (7,214) (1,228)| (5,986) n.s.
Total shareholders’ equity (29,831 (23,174)| (6,657)] 28.7%
Total net assets 11,165 20,498 | (9,333)| -45.5%
24| Cash and cash equivalents 1,780 490| 1,290 n.s.
25| Current payables to banks (12,727) (19,541)] 6,814 -34.9%
26| Other current financial assets and liabilities 1,401 (1,428)] 2,829 n.s.
Current net financial position (9,546) (20,479) 10,933| -53.4%
27| Non-current financial assets 0 0 0 0.0%
28| Non-current payables to banks (1,609) 0| (1,619) n.s.
29| Other non-current financial liabilities 0 (19) 19 n.s.
Non-current net financial position (1,619 (19)| (1,600) n.s.
Total net financial position (11,165) (20,498) 9,333| -45.5%
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NON-CURRENT ASSETS

1. Property, plant and equipment

This item went from 3,046 thousand euros to 3,3R%usand euros. Movements during this and the

previous year were as follows:

Use of

provision
01 July for 30 June
EUR/000 2014| Increases| DecreasesAmort./Dep. | amort./dep. 2015
Industrial buildings 2,010 455 0 (91) 0 2,374
Land 600 0 0 0 0 600
Plants and machinery 96 92 0 (82) 0 106
Other assets 340 6 (27) (91) 27 255
Leasehold improvements 0 0 0 (0) 0 0
Total 3,046 553 (27) (264) 27 3,335

Use of

provision
01 July for 30 June
EUR/000 2013| Increases| DecreasesAmort./Dep. | amort./dep. 2014
Industrial buildings 2,090 2 0 (82) 0 2,010
Land 600 0 0 0 0 600
Plants and machinery 220 13 0 (137) 0 96
Other assets 431 2 (48) (93) 48 340
Leasehold improvements 0 0 0 0 0 0
Total 3,341 17 (48) (312) 48 3,046

Property, plant and equipment, with the exceptibtand, are depreciated over their individual usefu

lives.

The heading “Industrial buildings” refers to theralaouse in Trezzano sul Naviglio, which also act®un
for the 600 thousand euros in land. These assetsaeguired by the Group under a finance leaseaeand

recognized in the balance sheet in accordancelAgHL7.

The increase in industrial buildings relates exgkily to the reclassification to this item of theoperty
owned and intended for use as offices and labdeatosituated in via Labus, Milan, which has become

the operative headquarters of Digital Bros Gamedg&oay S.r.l. as of March 2015.

Investments for the year in relation to plant arathinery, amounting to 92 thousand euros, refd6to
thousand euros for work performed on the buildimd/ilan to make it suitable to the activity of Digji

Bros Game Academy S.r.l. and 46 thousand eurahéopurchase of office automation equipment.

Investments in other assets for 6 thousand eusosetated to the purchase of some lifting equipment

The decrease of 27 thousand euros recorded indhe goncerns the sale during the year of a motor

vehicle fully depreciated.
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Movements in property, plant and equipment andccumulated amortization, in this and the previous

year, were as follows:

Current FY

Gross value of property, plant and equipment

EUR/000 01 July 2014 Increases| Disposals 30 June 2015
Industrial buildings 2,736 455 0 3,191
Land 600 0 0 600
Plants and machinery 1,895 92 0 1,987
Other assets 1,324 6 (27) 1,303
Leasehold improvements 312 0 0 312
Total 6,867 553 (27) 7,393
Accumulated amortization

EUR/000 01 July 2014  Increases| Disposals 30 June 2015
Industrial buildings (726 (91) 0 (817)
Land 0 0 0 0
Plants and machinery (1,799) (82) 0 (1,881)
Other assets (984) (91) 27 (1,048)
Leasehold improvements (312) (0) 0 (312)
Total (3,821) (264) 27 (4,058)

Previous FY

Gross value of property, plant and equipment

EUR/000 01 July 2013 Increases| Disposals 30 June 2014
Industrial buildings 2,734 2 0 2,736
Land 600 0 0 600
Plants and machinery 1,882 13 0 1,895
Other assets 1,370 2 (48) 1,324
Leasehold improvements 312 0 0 312
Total 6,898 17 (48) 6,867
Accumulated amortization

EUR/000 01 July 2013 Increases| Disposals 30 June 2014
Industrial buildings (644 (82) 0 (726)
Land 0 0 0 0
Plants and machinery (1,662) (137) 0 (1,799)
Other assets (939) (93) 48 (984)
Leasehold improvements (312) 0 0 (312)
Total (3,557) (312) 48 (3,821)

The Group’s property, plant and equipment are umerered by liens, mortgages or other real

guarantees.
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2. Investment property

In the period, the amount of property investmemnt8taJune 2014, equal to 455 thousand euros for the
owned property in Milan, was reclassified to prapeplant and equipment as, from the third quaofer

the year, it has become the operative headquatt®igital Bros Game Academy S.r.l.

3. Intangible assets

All of the intangible assets recognized by the Canyphave finite useful lives. No intangible assetse

been recorded in connection with internal develamngests and business combinations.

Intangible assets increased by 124 thousand ewittsadditions of 219 thousand euros less amoitinat

of 95 thousand euros. The following table shows emoents for this and the previous year by type of

intangible asset:

EUR/000 01 July 2014 Increases| Decreases Amort./Dep. | 30 June 2015
Concessions and licences 154 207 0 (65) 296
Trademarks and similar rights 4 2 0 (2) 4
Other assets 40 10 0 (28) 22
Total 198 219 0 (95) 322
EUR/000 01 July 2013 Increases| Decreases Amort./Dep.| 30 June 2014
Concessions and licences 158 86 0 (90) 154
Trademarks and similar rights 6 0 0 (2) 4
Other assets 26 30 0 (16) 40
Total 190 116 0 (108) 198

Concessions and licenses increased in the yeaddthbusand euros as a result of investing 95 thalis
euros in ERP systems and 112 thousand euros ip@itation for mobile platforms, net of 65 thousand

euros in amortization.

The item Other assets decreased by 18 thousand asra result of the new investments made in the

Halifax website of 10 thousand euros, less amditimaf 28 thousand euros.
Movements in intangible assets and accumulated tamation for this and the previous year were as

follows:

Current FY
Gross value of intangible assets

EUR/000 01 July 2014 Increases| Disposals 30 June 2015

Concessions and licences 2,235 207 0 2,442

Trademarks and similar rights 1,506 2 0 1,508

Other assets 63 10 0 73

Total 3,804 219 0 4,023
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Accumulated amortization

EUR/000 01 July 2014 Increases| Disposals 30 June 2015
Concessions and licences (2,081) (65) 0 (2,146)
Trademarks and similar rights (1,502) (2) 0 (1,504)
Other assets (23) (28) 0 (51)
Total (3,606) (95) 0 (3,701)
Previous FY

Gross value of intangible assets

EUR/000 01 July 2013 Increases| Disposals 30 June 2014
Concessions and licences 2,149 86 0 2,235
Trademarks and similar rights 1,506 0 0 1,506
Other assets 33 30 0 63
Total 3,688 116 0 3,804
Accumulated amortization

EUR/000 01 July 2013 Increases| Disposals 30 June 2014
Concessions and licences (1,991) (90) 0 (2,081)
Trademarks and similar rights (1,500) (2) 0 (1,502)
Other assets (7 (16) 0 (23)
Total (3,498) (109) 0 (3,606)

The Company did not recognize any costs relatirigteynal development, research and development and

advertising under intangible assets.

All of the intangible assets recognized by the Canyphave finite useful lives.
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4. Equity investments

Equity investments amounted to 13,931 thousandseardecrease in the year of 704 thousand euros.

The item at 30 June 2015 is broken down as follows:

EUR/000 30 June 2015 30 June 2014 Change
505 Games S.r.l. 10,100 10,100 0
Game Entertainment S.r.l. 0 1,000 (1,000)
505 Games France S.a.s. 0 100 (100)
505 Games Spain Slu 0 2,100 (2,100)
Game Service S.r.l. 85 85 (0)
505 Mobile S.r.l. 0 940 (940)
Pipeworks Inc. 2,412 0 2,412
Digital Bros Game Academy S.r.l. 50 0 50
Game Network S.r.l. 10 0 10
Total subsidiaries 12,657 14,325 (1,668)
Italian Gaming Entertainment S.r.l. 0 5 (5)
Games Analytics Ltd. 60 60 0
Ebooks S.r.l. 200 200 0
Cityglance S.r.l. 45 45 0
Total associates 305 310 (5)
Starbreeze AB Shares A 969 0 969
Total other investments 969 0 969
Total investments 13,931 14,635 (704)

With regard to subsidiaries, as already describetieé paragraph on significant events during thréogeon

4 September 2014, Digital Bros Game Academy Sva§ established. It is engaged in the organizatidi
specialization courses, training courses and psafgal refresher courses also in multimedia formd an
became operational in March. On 12 September 20@&4Company acquired 100% of Pipeworks Inc. based
in Eugene and which has realized in the past ptsdiwch as Devil May Cry, Godzilla and Zumba Fitnes
As part of the rationalization and reorganizatioogess of the Group’s business segments, on 2620t
Digital Bros S.p.A. sold to 505 Games S.r.l. thenpanies 505 Games France S.a.s. and 505 Spai®$lu.
the same date, Digital Bros S.p.A. sold to 505 Gage.l. the company 505 Mobile S.r.I. and to 50&bNe
S.r.l. the company Game Entertainment S.r.l. Thesesfers were made at market value as determiged b
specific appraisal prepared by a third-party indeleamt expert. Also on 26 June 2015, Digital Brgs./s.
also subscribed the share capital increase follgiie coverage of the losses of Game Network $hub
becoming new sole shareholder (the ownership ofCihvapany was until then owned 100% by 505 Mobile
S.r.l).

Regarding investments in associates, during the, y&igital Bros S.p.A. sold its 40% shareholding in

Italia Gaming Entertainment S.r.l. at a price sabgally in line with the book value.

The item Starbreeze AB shares A includes 783,188eshissued by the company Starbreeze AB (listed
on Nasdaq Stockholm First North Premier). Theseeshaere measured at fair value with recognition in
equity reserve of the difference between the boakiesr and the market value at 30 June 2015 as

instruments classified as available for sale.
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At the close of the year, the carrying value of éogiity investments in comparison with the Company’

portion of their equity was as follows:

Registered \?:Iﬁlé cigﬁ;? > rpa[t(; Ref#ét lf:c:{r Ck(lja_rég_;ae
Company name Office a b c -
505 Games S.r.l. Milan | 10,100 100| 12,662 11,247 2,562
Game Service S.r.l. Milan 85 50 255 0 170
Pipeworks Inc. Milan | 2,412| 1,442 921 (461) (1,491)
Digital Bros Game Academy S.r.l. Milan 50 10 (96) (146) (146)
Game Network S.r.l. Milan 10 10 (80) (362) (90)
Total subsidiaries 12,657
Games Analytics LtdD Edinburgh 60 3 28| (2,352) (32)
Ebooks S.r.|V Milan 200 26 42 2 (158)
Cityglance S.r.I®® Milan 45 10 8 52 (37)
Total associates 305

(UThe data was obtained from the financial statemandd December 2014
@The data was obtained from the interim report aN8@ember 2014 approved by the Shareholders’ Mgetin17
December 2014

During the year, the Company set aside an invedtmgte-down provision in relation to the subsidiar

Pipeworks Inc. amounting to 1,491 thousand euroewhconsidered it was not necessary to allocate
any amount for Digital Bros Game Academy S.r.ltles subsidiary started its activities only in March
2015, or for Game Network S.r.l. as in Septemblee, new game Fantasfida will be launched that,

according to the development plans presented alld@iv the return to profitability of the Company.

5. Non-current receivables and other assets

This item, unchanged over 30 June 2014, amounté&#l4othousand euros and consists exclusively of
security deposits for contractual obligations. Test significant component is related to the 635
thousand euros deposited with Matov Imm. S.r.kdoure rent on the premises at Via Tortona 37, avher

the Company’s headquarters are located.

6. Deferred tax assets

Deferred tax assets at 30 June 2015 amounted tah®lidand euros, down 506 thousand euros with

respect to 30 June 2014.

Deferred tax assets are calculated on temporafgreifces between values applicable for tax purposes
and those recognized in the financial statement$,asie estimated according to the tax rates exgpéate

be applicable at the time of use, on the basisuafeat tax rates and/or modified rates when rates a
expected to change. Those rates are 27.5% for [R&Porate income tax) and 3.9% for IRAP (regional
business tax). The following table reports the itkets temporary differences existing at 30 Juné®0
and 30 June 2014:
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Item Balance off Changes in the Balance of
temporary year of temporary

differences at 30 temporary | differences at 30

June 2014 differences June 2015

Taxed provision for doubtful receivables 1,483 0 1,483
Non-deductible interest expense 1,515 (1,515) 0
Provisions for derivative risks 41 0 41
Provision for clients’ indemnities g1 (40) 41
Directors’ fees not pertinent 202 105 307
Employee termination indemnities 13 8 21
(82) 292

Inventory obsolescence provision 374 (330) (330)
Other 0 15 15
Total 3,709 (1,839) 1,870

The greatest difference on the previous year isdd@ease in deferred tax assets on temporarily non

deductible interest expense.

The table below, in thousands of Euro, shows theutstion of deferred tax assets relating to IRESG

June 2015:
Item Balance Rate IRES deferred
temporary IRES tax assets at 30
differences at 30 June 2015
June 2015
Taxed provision for doubtful receivables 1,483 27.5% 408
Non-deductible interest expense 0 27.5% 0
Provisions for derivative risks 41 27.5% 11
Provision for clients’ indemnities 41 27.5% 11
Directors’ fees not pertinent 307 27.5% 84
Employee termination indemnity 21 27.5% 6
Inventory obsolescence provision 292 27.5% 80
Reserve from security revaluation (330) 27.5% (90)
Other 15 27.5% 4
Total 1,870 514

The table below, in thousands of Euro, shows theutzation of deferred tax assets relating to IRAB@

June 2014:

ltem Balance Rate IRAP deferred
temporary tax assets at 3(

differences at 30 IRAP June 2015

June 2015

Taxed provision for doubtful receivables 1,483 n.a. 0

Non-deductible interest expense 0 n.a. 0

Provisions for derivative risks 41 n.a. 0

Provision for clients’ indemnities 41 3.9% 2

Directors’ fees not pertinent 307 n.a. 0

Employee termination indemnity 21 n.a. 0

Inventory obsolescence provision 292 n.a. 0

Reserve from security revaluation (330) n.a.

Other 15 3.9% 1

Total 1,870 3

D
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The following table, in thousands of Euro, showtaltdeferred tax assets at 30 June 2015:

Item IRES deferred IRAP deferred Total deferred

tax assets at 3Q) tax assets at 3() tax assets at 3()

June 2015 June 2015 June 2015

Taxed provision for doubtful receivables 408 0 408
Non-deductible interest expense 0 0 0
Provisions for derivative risks 11 0 11
Provision for clients’ indemnities 11 2 13
Directors’ fees not pertinent 84 0 84
Employee termination indemnity 6 0 6
Inventory obsolescence provision 80 0 80
Reserve from security revaluation (90) 0 (90)
Other 4 1 5
Total 514 3 517
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NON-CURRENT LIABILITIES

7. Employee benefits

This provision reflects the actuarial value of @@mpany’s effective liability to employees, caldeth by
an independent actuary in accordance with IAS tl@etreased by 59 thousand euros with respeceto th

previous year.

Under the scope of the actuarial valuation IAS1@tahe date of 30 June 2015, a discounting raiexib
Corporate A was used, with a duration in excesemfyears, in line with the rate used at the enldstf

year. The use of a discounting rate Iboxx Corpofatevould not cause significant differences.

The calculation method can be summarised as follows

» forecast, for each employee on the workforce alseavaluation date, of the severance indemnity
already accrued as at 31 December 2006 and vajusted as at the valuation date;

» determination for each employee of payments consitigrobable for severance indemnity,
which will need to be made by the Company if an leyge leaves through being made
redundant, tendering his resignation, becoming lenab continue working, death and
retirement, as well as where advances are requested

» discounting as at the valuation date, of each frieb@ayment.

The estimate is based on a year-end workforceealtalian companies of 60 employees, with an awerag

age of around 43 years.

The economic and financial parameters used in¢hegal calculation are as follows:
e annual interest rate: 2.37%;
« real annual increase rate in compensation: 1%;
« annual inflation rate equal to 0.60%, 1.20% for €01.50% for 2017 and 2018 and 2% from
2019 onwards.

The table below shows movements in the provisigrefoployee termination indemnities, in comparison

with the previous year.

EUR/000 2014/15 2013/14
Reserve for employee termination indemnities (T.F.R as at 01 July 2014 50[L 499
Use of the provision for disposals (51) (67)
Provisions for the period 208 230
Adjustment for complementary welfare (186) (210)
Adjustment for actuarial recalculation (30) 49
Reserve for employee termination indemnities (T.F.R as at 30 June 2015 442 501

The Company has no supplementary pension plarmuirse.
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8. Non-current provisions
These consist entirely of the provision for ageimsiemnities. The amount as at 30 June 2015 of 171
thousand euros is down 34 thousand euros on 3020i#k when it was 205 thousand euros. The change

relates to uses for 20 thousand euros, period gioms for 3 thousand euros and the elimination of

positions no longer necessary for 17 thousand euros

9. Other non-current payables and liabilities

At 30 June 2015, as in the previous year, ther@werother non-current payables or liabilities.

NET WORKING CAPITAL

At 30 June 2015, there were no receivables or pagahbith a residual duration of more than five gear
and no payables secured by collateral on the Coy'passets. There has been no significant impact
from fluctuations in foreign exchange rates ocegrsince the close of the year. In addition, tleeeno

receivables or payables concerning transactionsribalve a reconveyance obligation for the buyer.

The following table reports the geographical breatd of all working capital items at 30 June 2015:

EUR/000 Italy EU NON-EU Total
10| Inventories 9,266 0 0 9,266
11| Trade receivables 5,143 269 33 5,445
12| Due from subsidiaries 11,440 1,174 1,517 14,131
13| Tax credits 471 0 0 471
14| Other current assets 499 0 0 499
15| Trade payables (1,359) (806) (39)| (2,204)
16| Due to subsidiaries (100) (1,538) (393)| (2,031)
17| Tax payables (286) 0 0 (286)
18| Current provisions D 0 (1,491)] (1,491)
19| Other current liabilities (940) 0 0 (940)

Total net working capital 24,134 (902) (372)] 22,860

10. Inventories

Inventories consist of finished products for resale

Inventories went from 9,807 thousand euros as atud® 2014 to 9,266 thousand euros as at 30 June
2015, a decrease of 541 thousand euros. The decieamventories is due to the pursuit of the
Company’s strategy of selling off games for oldengration consoles thus systematically reducing the

finished product inventories.
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The item is shown net of the provision for obsoég®®e amounting to 315 thousand euros compared to
374 thousand euros at 30 June 2014,

11. Trade receivables

Receivables due from customers and for video gareades showed the following movements for the

year:
EUR/000 30 June 2014 30 June 2014 Change

Receivables due from customers in Italy 7,202 8,273 (1,071)
Receivables due from customers in EU 269 315 (46)
Receivables due from customers in the rest of world 33 33 0
Allowance for doubtful receivables (2,059) (1,652) (407)
Total trade receivables 5,445 6,969 (1,524)

Trade receivables include advances on receivabatdsred without recourse, amounting to 134 thousand
at 30 June 2015, with respect to 366 thousand eur®8 June 2014.

Total trade receivables at 30 June 2015 amountirig445 thousand euros compared to the figure at 30

June 2014 amounting to 6,969 thousand euros shalesraase of 1,524 thousand euros, in line with the

decrease in revenues.

Receivables are adjusted for the credit notes thrap@any will have to issue for price repositioningla

returns. These amounted to 142 thousand eurossve#guthousand euros at 30 June 2014.

The following table breaks down receivables frorstomers by due date at 30 June 2015 and 30 June

2014:

EUR/000 30 June 2015 % of total 30 June 2014 % of totdl
Not past due 3,885 71% 4,851 70%
0 > 30 days 97 2% aop 13%
30 > 60 days 114 2% 181 3%
60 > 90 days 13 0% 10 0%
> 90 days 1,341 25% 1,016 15%
Total receivables due from

customers 5,445 100% 6,969 1009

The provision for doubtful accounts reflects podnbsses on receivables due to customer defahé.

estimated losses are based on an analytical estohatich customer’s degree of solvency.
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12. Due from subsidiaries

Receivables from subsidiaries amount to 14,131shod euros, a decrease of 11,262 thousand euros on

the previous year, due mainly to lower receivafilesn 505 Games S.r.l. and the U.S. subsidiary.

For further details, see the section on relatetygeansactions, which specifies the nature anduarof

receivables due to Digital Bros S.p.A. by its sdizsies.

13. Tax credits

Tax receivables decreased from 2,205 thousand ¢émrsl thousand euros at 30 June 2015 mainly due
to the full utilization of the receivable related the national tax consolidation that at 30 Jun&420
amounted to 1,730 thousand euros. At 30 June 2B&%alance is composed of 120 thousand euros for
the receivable for the IRES reimbursement regartliregdeductibility of IRAP on personnel costs and

351 thousand euros for other reimbursements.

14. Other current assets

Other current assets are comprised of advancestpadppliers, employees and sales representatives.
They totalled 611 thousand euros as at 30 June 80d4499 thousand euros as at 30 June 2015. The

composition is analysed below:

EUR/000 30 June 2013 30 June 2014 Change

Insurance reimbursements to be received 1 1 0
Trade payables 356 341 15
Advances to suppliers 10 75 (65)
Advances to employees 101 96 5
Other receivables 31 98 (67)
Total other current assets 499 611 (112)

15. Trade payables

Trade payables due within 12 months increased 2¢0i1 thousand euros at 30 June 2014 to 2,204

thousand euros at 30 June 2015, an increase ahb83and euros and consist mainly of amounts due to

publishers for the purchase of finished products.

EUR/000 30 June 2015 30 June 2014 Change
Italian trade payables (1,359) (1,819) 460
EU trade payables (806) (143) (663)
Rest of world trade payables (39) (49) 10
Total payables due to suppliers (2,204) (2,011) (193)
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16. Due to subsidiaries
Payables to subsidiaries amount to 2,031 thousarmkea decrease of 5,969 thousand euros over the
previous year mainly due to the decrease in thalgayto Game Entertainment S.r.l. for 5,391 thodsan

euros as a result of the dividends received.

For further details, see the section on relatetygeansactions, which specifies the nature anduarof

payables due by Digital Bros S.p.A. to its subsidma

17. Tax payables

Tax payables went from 920 thousand euros to 286sdnd euros, a decrease of 634 thousand euros.

Details are as follows:

EUR/000 30 June 2015 30 June 2014 Change
Tax payables (113) (757) 644
Other tax payables (1738) (163) (10)
Total tax payables (286 (920) 634

Tax payables only refer to the VAT payable at 30eJR015, which is significantly lower than at 3&du
2014, having decreased by 644 thousand euros. Qddxetiabilities refer to withholding taxes on
remuneration paid in June.

18. Current provisions

The item only applies to investment write-down ps@ns and amounted to 1,491 thousand euros. It

decreased by 7,028 thousand euros on 30 June &b#4,it was 8,519 thousand euros.

The changes in the period are as follows:

EUR/000 30 June Provisions Uses 30 June

2014 2015
505 Games S.r.l. 5,460 0 (5,460) 0
505 Games Spain SI 1,589 0 (1,589) 0
505 Mobile S.r.l. 1,470 0 (1,470) 0
Pipeworks Inc. 0 1,491 0 1,491
Total current provisions 8,519 1,491 (8,519) 1,491

The Company used the provision related to 505 Ga8pesn Sl and 505 Games Mobile S.r.l. and
released the investment write-down provision fd69,thousand euros in 505 Games S.r.l., considered
longer necessary following the actual positive itssand expected cash flows for future years. # $et
aside a provision for 1,491 thousand euros relatnte subsidiary Pipeworks Inc. Reference is ntade

the paragraph on equity investments for furtheaittet
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19. Other current liabilities

Other current liabilities went from 1,158 thousanotos at 30 June 2014 to 940 thousand euros atr@0 J
2015, a decrease of 218 thousand euros as debailed:

EUR/000 30 June 2015 30 June 2014 Change
Amounts due to social security institutions (270) (332) 62
Amounts due to employees (569) (683) 114
Amounts due to collaborators (40) (39) (1)
Agents’ commission (39) (100) 65
Other payables (26) (4) (22)
Total other current liabilities (940) (1,158) 218

Amounts due to employees include pay in lieu ofde and personal leave not taken by the end of the

period, as well as the standard contractual bohBh (monthly salary).

The decrease in payables to social security iristits and employees is due to lower provisions for

company bonuses compared to 30 June 2014.

This item also includes commissions accrued tossadpresentatives but not yet paid at the end ef th
year, and those on sales already closed even daimenissions have not officially accrued. The dasee

is in line with the trend in revenues.
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SHAREHOLDERS' EQUITY

Details of equity are reported in the statemerthainges in equity. They can be summarised as fellow

EUR/000 30 June 2015 30 June 2014 Change
Share capital 5,644 5,644 0
Treasury shares (1,199) (1,574) 375
Legal reserve 1,129 1,129 0
Share premium reserve 16,954 16,954 0
Reserve from IFRS introduction (142) (142) 0
Actuarial revaluation reserve (64) (86) 22
Security valuation reserve 240 0 240
Other reserves 55 21 34
Profits previous years 268 1,843 (1,575)
Result for the year 6,946 (615) 7,561
Total shareholders’ equity 29,831 23,174 6,657

Detailed changes in shareholders’ equity are repart the statement of changes in equity. Theybsan

summarised as follows:

EUR/000 30 June 2015 30 June 2014 Change
Initial shareholders’ equity 23,174 23,825 (651)
Distribution of dividends (96Q) 0 (960)
Change in treasury shares 375 0 375
Actuarial profit (loss) 22 (36) 58
Change in the security revaluation reserve 240 0 240
Other changes 34 0 34
Result for the period 6,946 (615) 7,561
Final shareholders’ equity 29,831 23,174 6,657

Share capital, unchanged since the previous yganade up exclusively of 14,110,837 ordinary shares
issued and fully paid-in, with a par value of 0.40ros each. There are no rights, preferences or

restrictions on ordinary shares.

Treasury shares held at year-end, 400,247 ordibagjtal Bros S.p.A. shares, amounted to 1,199
thousand euros or 2.84% of the share capital aslit 125,247 during the year for an amount of 410

thousand euros.

The security valuation reserve is related to theviaue adjustment with recognition in equity neseof
the difference between the book value of Starbréeshares and the market value at 30 June 2015 as

instruments classified as available for sale.

No specific uses or objectives have been designedhdividual equity reserves, other than those

defined by law.

As of the approval date of this annual report, imidénds had been authorized but not yet paid.

The Company has issued no dividend-bearing sheoaesertible bonds, or securities of a similar natur
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NET FINANCIAL POSITION

The breakdown of net debt at 30 June 2015 with eoatjve figures at 30 June 2014 is as follows:

EUR/000 30 June 2015 30 June 2014 Change
24| Cash and cash equivalents 1,780 490 1,290 n.s.
25| Current payables to banks (12,727) (19,541) 6,814| -34.9%
26| Other current financial assets and liabilities 1,401 (1,428) 2,829 n.s.
Current net financial position (9,546) (20,479) 10,933| -53.4%
27| Non-current financial assets 0 0 0 0.0%
28| Non-current payables to banks (1,609) 0 (1,619) n.s.
29| Other non-current financial liabilities 0 (19) 19 n.s.
Non-current net financial position (1,619 (19) (1,600) n.s.
Total net financial position (11,165) (20,498) 9,333| -45.5%

At the close of the period, the carrying valueghsf financial instruments held by the Company were

equal to their fair values.

The following table shows the financial liabilitias 30 June 2015, grouped by maturity:

Due within 1-5| over5 Total
EUR/000 12 months| years| years
Amounts due to banks relating to current accounts 2)| ( 0 0 (2)
Amounts due to banks relating to the financingngbart
and export (10,529) 0 0| (10,529)
Amounts due to banks relating to advances on imgoic
and subject to collection (859) 0 0 (859)
Amounts due to banks for unsecured loans (1,3311,619) 0| (2,956)
Total amounts due to banks (A) (12,727) (1,619) 0| (14,346)
Other financial liabilities (B) (152) 0 0 (152)
Total (A+B) (12,879) (1,619) 0| (14,498)
Current net financial position
The current net financial position is made up dsvs:
30 June 30 June Change
EUR/000 2015 2014
22 | Cash and cash equivalents 1,780 490 1,290
23 | Current payables to banks (12,7R7) (19,541) 6,814
24 | Other current financial payables 1,401 (1,428) 2,829
Total current net financial position (9,546) (20,479) 10,933

22. Cash and cash equivalents

Cash and cash equivalents at 30 June 2015, whichadrrestricted in any way, were comprised of tsigh

deposits at banks and a Quadrante policy takenbgubigital Bros S.p.A. on 21 October 2002 in

connection with the Montepaschivita insurance sehdbetails are as follows:
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EUR/000 30 June 2015 30 June 2014 Change
Cash on hand and bank deposits 1,459 176 1,283
Quadrante policy with Banca Toscana 321 314 7
Total liquid funds 1,780 490 1,290

The Company’s cash and cash equivalents at 30 2t amount to 1,780 thousand euros, an increase
of 1,290 thousand euros with respect to 30 Jund BiHinly due to the increase in bank account cadh a

deposits for 1,283 thousand euros.

23. Current payablesto banks

Current payables to banks are comprised of accowuatdrafts, import-export financing, advances on
invoices, advances subject to collection, and Hoetgderm portion of two loans. The decrease imemnir
payables to banks with respect to 30 June 2018,814 thousand euros is mainly due to the redudtion
import-export financing and advances on invoicebjextt to collection only partially offset by the

increase in loans payable within 12 months. Detaisas follows:

EUR/O00 30 June 201§ 30 June 2014 ~ Change
Current account overdrafts (2) (435) 433
Loans for import and export (10,529) (15,807) 5,278
Advances on invoices and subject to collection 9J85 (3,286) 2,427
Loans payable within 12 months (1,337) 0 (1,337)
Fair value of derivatives within 12 months 0 (13) 13
Total current payables due to banks (12,727) (19,541) 6,814

Payables to banks do not involve pledges, guaramtieeovenants to be satisfied by the Company.

The portion of loans payable within twelve month3@ June 2015 consists of, for 456 thousand euros,
the outstanding debt of an unsecured loan grangeBamco Popolare Societa Cooperativa maturing in
January 2016 and for 881 thousand euros from thigopanaturing in the short term of a loan granigd

Unicredit S.p.A. maturing in January 2018.

The unsecured loan granted by Banco Popolare SoCiebperativa to Digital Bros S.p.A. was granted
on 2 December 2014 and had an original value oflllomeuros. The loan is being paid back in twelve
monthly instalments starting on 02 January 2015cadges variable interest at the Euribor threetmon

rate plus a spread of 1.25 points.

The derivatives fair value was determined by therast rate swap contract in place as at 30 Juhé 20
stipulated with Banca Intesa San Paolo, which wasinhated at the same time as the financial lease

contract relative to the Trezzano sul Naviglio venese, in November 2014.

24. Other current financial assets and liabilities

The breakdown of current financial assets andlit@s is as follows:
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30 June| 30 June Change
EUR/000 2015 2014
Starbreeze AB Shares B 1,553 0 1,553
Advances on the non-recourse factoring of tradeivables (133 (366) 233
Leasing instalments due within twelve months 19)(1,062) 1,043
Total other current financial assets and liabilities 1,401 (1,428) 2,829

The item Starbreeze AB shares B represents theetmaakue at 30 June 2015 of 1,220,691 shares issued
by the company Starbreeze (listed on Nasdaq Stdwokirst North Premier). These shares were
measured at fair value with recognition in the meostatement of the difference between the boakeval
and the market value at 30 June 2015 as instrunudadsified as available for sale. In July 201% th

shares were all sold with the simultaneous recagnif the gains.

Advances on the non-recourse factoring of tradeivables, in the amount of 133 thousand euros, a

decrease of 233 thousand euros compared with I0204A.

Leasing instalments due within twelve months cdrsighe entire residual amount of the instalmenits
the financial lease contracts stipulated with Ueilit Leasing and Volkswagen Bank. The leases
currently in force concern two cars. During theipear the financial lease contract for the warehomase

Trezzano sul Naviglio was redeemed for 911 thousamds.

As at 30 June 2015, there are two lease contnadtsde, with a residual debt that is all due ia ghort-

term:

e a 50-thousand euro lease with Volkswagen Bank Grodllihg for 47 monthly payments of 1
thousand euros each, plus an advance payment dhdi®Band euros and an end-of-lease
purchase option of 5 thousand euros. The leasgabnnatures on 01 November 2015. The
amount of the instalments due within the twelve thencomes to 9 thousand euros. The
effective interest rate is 5.11%;

e a46-thousand euro lease with Unicredit Leasintingafor 47 monthly payments of 1 thousand
euros each, plus an advance payment of 9 thousand and an end-of-lease purchase option of
5 thousand euros. The lease contract matures gxpfiR2016. The amount of the instalments

due within the twelve months comes to 10 thousamdse The effective interest rate is 6.46%;

Non-current net financial position

The non-current net financial position is made sifcdlows:

EUR/000 30 June 2015 30 June 2014 Change

25| Non-current financial assets 0 0 0

26| Non-current payables to banks (1,619) 0 (1,619)

27| Other non-current financial liabilities 0 (19) 19

Total non-current net financial position (1,619) (19) (1,600)
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25. Non-current financial assets

There were no non-current financial assets at 8@ 2015, as there were none at 30 June 2014.

26. Non-current payables to banks

Non-current payables to banks consist exclusivélthe portion with maturity beyond 12 months of a
loan granted by Unicredit S.p.A. The unsecured lgeamted by Unicredit S.p.A. to Digital Bros S.p.A.
was granted on 1 April 2015 for a counter-value2dd million euros. The loan provides for interest
payments and the repayment of capital through dedeguarterly instalments starting from 31 July 201

The interest rate is variable and is determineédas the 3-month Euribor plus a spread of 3.5atpoi

27. Other non-current financial liabilities

There are no non-current financial liabilities s tlebt at 30 June 2014 of 19 thousand euros \&ede
solely to the non-current portion of the debt feoptfinancial lease contracts which at 30 June 2048,

only short-term residual debt.

The following table shows finance lease paymentmbfurity:

Nominal value of
EUR/000 instalments
Due within 12 months| 1P
1-5 years 0
Over 5 years D
Total 19

COMMITMENTS AND RISKS

The Company’s current commitments are as follows:

EUR/000 30 June 201b 30 June 2014 Change
Commitments for purchase of Starbreeze s (5,534 0 (5,534
Financial commitments (4,450 0 (4,450
Total commitments (9,984 0 (9,984

Commitments for the purchase of A and B shareshef $wedish company Starbreeze refer to the
agreement described in significant events thatutes the total purchase of 5 million shares of the
Swedish company for a total price of 8.2 millionlldrs. At 30 June 2015, the Group purchased 1,533

thousand shares at a price of 2,008 thousand dollar

Financial commitments refer to mandates of recéasfsom subsidiaries for 4,450 thousand euros.
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5. ANALYSIS OF THE INCOME STATEMENT

3. Net revenues

Total net revenues went from 43,543 thousand eor@8,053 thousand euros, a decrease of 47%.

EUR/000 30 June 2015 30 June 2014 Change

Gross sales - Italy 24,225 46,615 (22,390)] -48.0%
Gross sales - Abroad 313 770 (457) -59.4%
Total gross revenues 24,538 47,385 (22,847) -48.2%
Total revenue adjustments (1,485 (3,842) 2,357 -61.3%
Total net revenues 23,058 43,543 (20,490)| -47.1%
The geographical breakdown of gross revenues auBé 2015 is as follows:

EUR/000 30 June 2015 30 June 2014 Change

Gross revenues - Italy 24,2P5 46,615 (22,390)] -48.0%
Gross revenues - EU 313 758 (445) -58.7%
Gross sales - Non-EU 0 12 (12) n.s.
Total gross revenues 24,538 47,385 (22,847) -48.2%
8. Cost of goods sold

The cost of goods sold is detailed below:

EUR/000 30 June 2015 30 June 2014 Change %
Purchase of goods for resale (17,731) (30,692) 12,961 -42.2%
Changes in finished product inventorie (541) (5,126) 4,585| -89.5%
Total cost of sold products (18,272 (35,818) 17,546| -49.0%

Refer to the directors’ report for more detailetbimation on the individual components of revenaed

the cost of goods sold.

10. Other revenues

Other revenues stems mainly from activities permran behalf of subsidiaries.
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11. Cost of services

The following table provides details of the costefvices:

EUR/000 30 UMl 30 June 2014 Change %

Advertising, marketing, trade fairs and exhibitiq (1,148) (1,686) 538 -31.9%
Freight and transport (290) (513) 223| -43.5%
Other costs related to sales 0 0 0 0.0%
Sub-total services related to sales (1,438) (2,199) 761 -34.6%
Miscellaneous insurance (114) (214) 99 -46.5%
Legal and notary consultancy (1,295) (834) (462) 55.5%
Postal and telegraph (55) (69) 16 -22.3%
Trips and transfers (218) (213) (6) 2.7%
Utilities (129) (227) 98| -43.3%
Maintenance (89) (78) (10) 12.4%
Fees to corporate bodies (74) (74) 0 0.0%
Sub-total general services (1,974) (1,709) (265) 15.6%
Intercompany services (72) (42) (30) 74.1%
Sub-total (2,046) (1,751) (295) 17.0%
Total costs of services (3,484) (3,950) 466| -11.8%

The item amounting to 3,484 thousand euros dealdasd66 thousand euros compared to 30 June 2014,
when it was 3,950 thousand euros mainly due to d@deertising and logistics costs only partiallyset

by higher consultancy costs.

12. Rent and leasing

The item rentals and leases amounted to 825 thdwmaos, slightly down on 30 June 2014, when it was
832 thousand euros. The item includes 754 thousarak related to the rental of offices of the Conypa
in Via Tortona 37, Milan and 71 thousand eurosteglato the operating lease of cars assigned to

employees and to the leasing of warehouse equipment

13. Personnel costs

Personnel costs, including commissions paid tossed@resentatives, directors’ fees approved by the
shareholders, amounts paid to temporary workerscanttact workers, and the cost of cars assigned to

employees, came to 5,474 thousand euros and dedrba$63 thousand euros on the previous year:

EUR/000 30 June 2015 30 June 2014 Change %

Wages and salaries (2,975) (3,373) 398 -11.8%
Social security contributions (1,004) (1,169) 165 -14.1%
Employee termination indemnity (208) (230) 22 -9.5%
Directors’ fees (1,094) (996) (98) 9.8%
Temporary work and collaborators (80) (64) (16) 25.1%
Agents’ commission (99) (264) 165 -62.7%
Other personnel costs (14) (41) 28 -67.6%
Total personnel costs (5,474) (6,137) 663 -10.8%
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The increase in directors’ fees for 98 thousana®takes into account the fact that during the ,yaar
variable component was introduced of the fee fonaging directors related to the three-year results

achieved by the Group.

Personnel costs in the strict sense of the ternsisoof employee wages and salaries, social sgcurit
charges and provisions for employee terminatioremmeities. They fell by 586 thousand euros with

respect to the previous year:

EUR/000 30 June 2015 30 June 2014 Change %
Wages and salaries (2,975) (3,373) 398 -11.8%
Social security contributions (1,004) (1,169) 165 -14.1%
Employee termination indemnity (208) (230) 22 -9.5%
Total personnel costs (4,188) (4,772) 584 -12.2%
Average number for 2014 of employees 65 70 (5) -7.1%
Average cost per employee (64) (68) 4 -5.5%

The average cost per employee decreased by 5.5%.

The breakdown of the Company’s workforce at 30 R0OE5 by type is provided in the directors’ report

under “Other information”.

14. Other operating expenses

The details of operating expenses by type are ptedebelow, with the previous year’'s figures for

comparison:

EUR/000 30 June 2015 30 June 2014 Change %
Purchase of miscellaneous mater (33) (40) 7 -17.2%
General and administrative costs (483) (527) 44 -8.4%
Representation costs (56) (56) 0 -0.5%
Miscellaneous bank charges (95) (141) 46 -32.7%
Total other operating costs (667) (764) 97 -12.7%

Operating costs went down by 12.7% on the previmss, from 764 thousand euros to 667 thousand
euros due primarily to a drop in general and adstiafive expenses, as well as miscellaneous bank

charges.

21. Depreciation, amortization, provisions and impament

EUR/000 30 June 2015 30 June 2014 Change %
Amortisation and depreciation (359) (420) 61| -14.6%
Provisions 0 0 0 0.0%
Write-down of assets (3,825) (1,470)| (2,355) n.s.
Asset write-backs 12,920 4,100 8,820 n.s.
Total non-monetary income and operating cost 8,736 2,210 6,526 n.s.

Depreciation and amortization are discussed imtiies concerning non-current assets and investments
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The impairment of assets at 30 June 2015 includes:

the impairment of the investment in Pipeworks foc.1,491 thousand euros;

the capital loss resulting from the sale of theestment in Game Entertainment S.r.l.
for 670 thousand euros;

the impairment of the investment in Game Networld.Sor 877 thousand euros;
provisions to incorporate the economic effectshef transaction concluded with Dada
S.p.A. during the period, in relation to the digpthat arose following the sale of the
equity investment in Fueps S.p.A. for 379 thousaumas;

provisions to cover some specific credit positiams which there is a probability of

failure to collect for 408 thousand euros.

Asset write-backs include:

the dividends received from the subsidiary 505 GaRrance S.a.s. for 1,460 thousand
euros;

the dividends received from the subsidiary GameeBainment S.r.l. for 6,000
thousand euros;

the release of the impairment provision for theegtment of 5,460 thousand euros in

505 Games S.r.l. as it was deemed no longer naggessa

25. Financial income and charges

Financial income and charges was positive for 1 8t8isand euros, against a loss of 2,108 thousand

euros achieved in the previous year.

The item consists of:

EUR/000 30 June 2015 30 June 2014 Change %
23| Interest and financial income 2,353 135 2,218 n.s.
24| Interest and financial expenses (1,035) (2,243) 1,208| -53.9%
25| Financial income and charges 1,318 (2,108) 3,426 n.s.
Interest and financial income is broken down below:
EUR/000 30 June 2015 30 June 2014 Change %
Interest income on bank accounts 0 1 (1) -83.3%
Financial income 744 12 732 n.s.
Exchange gains 1,609 122 1,487 n.s.
Total interest and financial income 2,353 135 2,218 n.s.

Interest and financial income increased by 2,218dhnd euros. They consist mainly of foreign

exchange gains for 1,609 thousand euros and fiaaimgome of 737 thousand euros relating to the

valuation of the Starbreeze B shares measuredr atfae and classified as held for trading.

Below are the details of interest expense:
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EUR/000 30 June 201§ 0 gg;‘j Change| %

Interest expenses on bank account and sales ed|vit (830) (1,725) 895| -51.9%
Other interest expense 0 (18) 18 n.s.
Interest expense on financing and leasing (33) 20| -59.7%
Interest on factoring (10) (29) 19| -66.1%
Total interest expense on sources of finance (85 (1,805) 952|-52.8%
Exchange losses (182) (438) 256| -58.4%
Total interest and financial expenses (1,034 (2,243) 1,208| -53.9%

Interest expenses improved by 1,208 thousand eumdslecreased by 1,035 thousand euros, in line with

the lower average debt.

The implied cost of debt is calculated on the ageraet debt at the end of each quarter. Grossestter
expense is shown net of interest expense on dimévptoducts and on exchange losses. It went from
6.8% at 30 June 2014 to 5.9% at 30 June 2015:

EUR/000 30 June 2015 30 June 2014
Average debt 14,524 26,408
Net interest expense (853) (1,805)
Cost of debt -5.9% -6.8%
29. Taxes

The breakdown of current and deferred taxes au@é 2015 is as follows:

EUR/000 30 June 2015 30 June 2014 Change %

Current taxes 1,14 1,640 (496) -30.3%
Deferred taxes (407 (1,199) 793 -66.2%
Total income taxes 731 441 297 67.3%

Below is the breakdown of current taxes betweepa@te income tax (IRES) and the regional business
tax (IRAP):

EUR/000 30 June 2014 30 June 2013 Change %
IRES 1,144 1,734 (590) -34.0%
IRAP 0 (94) 94 n.s.
Total current taxes 1,144 1,640 (496) -30.2%

IRES for the period was determined as follows:

EUR/000 30 June 2014 30 June 2014 Change
IRES taxable income (1,320) (2,545) 1,225
IRES rate 27.5% 27.5% 0
IRES for the period 363 700 (337)
Effect from tax consolidation 763 1,051 (288)
Taxes on income for the previous FY 18 (7) 35
IRES for the period 1,144 1,734 (590)
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Below is a reconciliation between the IRES provisfor the year and the profit shown in the finahcia

statements:

EUR/000 30 June 2015 30 June 2014
Pre-tax profit of the Company 6,209 (1,057)

IRES rate 27.5% 27.5%

Theoretical tax (1,707) -27.5% 291 -27.5%
Tax effect of non-deductible costs 2,066 33% 604 1%
Tax effect of the use of tax losses not

previously used 0 0% 0 0%
Net tax effect of the release of deferred tax

assets not included in the points above 5 (196)

Effect from tax consolidation 763 1,051

Taxes on income for the previous FY 18 17)

Income tax for the FY and effective tax rate 1,144 18.4% 1,733 -34.6%
IRAP for the period was determined as follows:

EUR/000 30 June 2015 30 June 2014 Change
IRAP taxable income (4,204) 1,897 (6,101)
IRAP rate 3.90% 3.90% 0
Taxes on income for the year 0 (74) 74
Taxes on income for the previous year 0 (20) 20
IRAP for the period 0 (94) 94

Below is a reconciliation between the IRAP prouvisior the year and the profit shown in the finahcia

statements:

EUR/000 30 June 2015 30 June 2014

Company EBIT (4,204) (1,580)

IRAP rate (3.9%) 3.9% 3.9%

Theoretical tax 0 0.0% 62 -3.9%

Tax effect of non-deductible costs 0 0.0% (135) 8.6%

Income tax for the FY and effective tax

rate 0 0.0% (74) 4.7%
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6. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT
(IFRS 7)

The main financial instruments used by the Comparyas follows:
« Bank account overdrafts
e Sight- and short-term bank deposits
e Import financing
e Export financing
e Commercial credit lines (factoring)
e  Short-term mortgage loans
* Finance leases
« Derivative contracts

« Financial instruments held for trading

The purpose of these instruments is to financ&tiapany’s operating activities.

Digital Bros S.p.A. manages all financial risks lmehalf of itself and its subsidiaries, with the eption
of other financial instruments not listed abovemely trade payables and receivables arising from

operating activities for which the financial riskthe responsibility of each individual subsidiary.

The Company tries to maintain a balance betweenrt-tdvon and medium/long-term financial
instruments. The Company’s core business, the riagkef video games, entails investments primarily
in net working capital which are funded through rsfterm credit lines. Long-term investments are
normally financed through medium/long-term linegeaf dedicated to the individual investment,

including in the form of finance leases.

Given the above, there are no significant matwitier medium- and long-term financial payables.

Current net debt is deemed to be suitably balabgdtie careful management of working capital.

In the following tables, the disclosures required IBRS 7 regarding the significance of financial
instruments for the Company'’s financial positiord grerformance are provided separately for 2015 and
2014.
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Financial instruments: balance sheet at 30 June 261

Category of financial assets pursuant to IAS 39

Financial instruments — Assets

Fair value assetslnvestments held to Receivables and Book value at 30

at 30 June 2015 (EUR/000) held for trading maturity loans Assets held for sale June 2015 Notes
Equity investments - 13,931 13,931 4
Non-current receivables and other assets 644 - 644 5
Trade receivables - - 5,445 - 5,445 11
Due from subsidiaries - - 14,131 - 14,131 12
Other current assets - - 499 - 499 22
Cash and cash equivalents - - 1,780 - 1,780 24
Other current financial assets 1,553 - - - 1,553 26
Total 1,553 - 22,499 13,931 37,983
Category of financial liabilities pursuant to IAS 3
Financial instruments — Liabilities Fair value liabilities Liabilities measured at Book value at 30 June Notes
at 30 June 2015 (EUR/000) held for trading amortised cost 2015
Trade payables - 2,204 2,204 15
Due to subsidiaries - 2,031 2,031 16
Other current liabilities - 940 940 19
Current payables to banks - 19,528 19,528 25
Other current financial liabilities - 152 152 26
Non-current payables to banks - - - 28
Other non-current financial liabilities - 1,619 1,619 29
Total - 26,474 26,474
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Financial instruments: balance sheet at 30 June 2@1

Category of financial assets pursuant to IAS 39

Financial instruments — Assets

Fair value assetslnvestments held to

Receivables and

Book value at 30

at 30 June 2014 (EUR/000) held for trading maturity loans Assets held for sale June 2014 Notes
Equity investments - 14,635 14,635 4
Non-current receivables and other assets 644 - 644 5
Trade receivables - - 6,969 - 6,969 11
Due from subsidiaries - - 25,393 - 25,393 12
Other current assets - - 611 - 611 22
Cash and cash equivalents - - 490 - 490 24
Total - - 34,107 14,635 48,742
Category of financial liabilities pursuant to IAS 3

Financial instruments — Liabilities Fair value liabilities Liabilities measured at Book value at 30 June Notes
at 30 June 2014 (EUR/000) held for trading amortised cost 2014

Trade payables - 2,011 2,011 15
Due to subsidiaries - 8,000 8,000 16
Other current liabilities - 1,158 1,158 19
Current payables to banks 13 19,528 19,541 25
Other current financial payables - 1,428 1,428 26
Non-current payables to banks - - - 28
Other non-current financial liabilities - 19 19 29
Total 13 32,144 32,157
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The main risks generated by the Company’s finanagtuments are:
e interest rate risk
« liquidity risk
e exchange rate risk

* creditrisk

Interest rate risk

The Company’s exposure to interest rate fluctuatienmarginal with respect to its medium- and long-
term financial instruments, which were originallgsignated as fixed-rate instruments or have been

converted into fixed rates using appropriate dékreaagreements.

For short-term financial instruments, the posdipitif rising interest rates is an effective riskchuse the
Company cannot immediately transfer the highersradets prices. These risks are reduced by:

» the availability of an interconnected series ofrsiterm credit lines, allowing it to borrow under
the most favourable conditions; Specifically, thenpany has access to fiduciary credit whose
conditions are less volatile than interest rates;

« the degree of short-term borrowings, which varigsstantially on the basis of seasonal trends in
the video games market;

* the implementation of a short-term cash flow praredthat constantly monitors the trend in

short-term debt and allows preventive action téaien when interest rates are expected to rise.

Liquidity risk

Liquidity risk arises if it becomes difficult or ijpossible to obtain, under sustainable conditiohs, t

financial resources needed to operate the business.

The factors that influence the Company’s financiakds are the resources generated or absorbed by
operating and investing activities; the maturitgd aenewal terms of debt and the liquidity of inveshts;

and current conditions and available funds in teelit market.

The Company has reduced this risk by:

e setting up the centralized management of treasuryeplures and therefore of credit lines;
« obtaining credit that allows the creation of a gimgble liability structure, through the use of
irrevocable credit lines;

e monitoring prospective liquidity conditions.
Given the results of short- and medium/long-teranping, currently available funds, along with thtse
be generated by operating activities, should altber Company to satisfy its requirements as far as
investment, working capital management, and deiayeent at natural maturity are concerned and in
any case to determine financial requirements abétithe.
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The following table shows the Company’s financialigations by maturity, in the worst-case scenand using undiscounted values, considering theesedate by which the

Company could be asked for payment and providieghtimber of the relevant note.

Financial liabilities at 30 June 2015 Over 5

(EUR/000) Book value Within the FY 1-2 years 2-3years 3-4years 4-5years years Total Notes
Current payables to banks 12,727 12,727 12,727 23
Other current financial liabilities 152 152 152 24
Non-current payables to banks 1,619 913 706 1,619 26
Other non-current financial liabilities 27
Total 20,988 20,969 19 - - - - 20,988

Financial liabilities at 30 June 2014 o Over 5

(EUR/000) Book value  Within the FY 1-2 years 2-3years 3-4years 4-5years years Total Notes
Current payables to banks 19,541 19,541 19,541 23
Other current financial payables 1,428 1,428 1,428 24
Non-current payables to banks 26
Other non-current financial liabilities 19 19 19 27
Total 20,988 20,969 19 - - - - 20,988

The Company has sufficient financial resourcesatesfy all debts maturing within one year, in tloenh of cash and cash equivalents, undrawn credisliwhich at the date of

these financial statements amount to about 31amikiuros, and cash flows from core operations.
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Exchangerate risk

The Company is influenced by exchange rate flu@natin the British pound and US dollars due to the

amounts owed by the subsidiaries 505 Games Ltd5@6dsames US Inc.

To monitor the risk level of the EUR/GBP and EURIMJ&xchange rates, the Company closely monitors
exchange rate forecasts from independent analydt®ther sources, and may use derivative instrusnent

to hedge this risk as appropriate.

Credit risk

In Italy, the Company sells exclusively to knownybrs. If necessary information on customers is not

available, merchandise is sold cash on delivefintih credit risk to negligible amounts.

Customer credit facilities are granted by a credihmittee which includes the managing directors, th
sales department, the finance department and tek dfecredit management. The credit manager reviews
the credit facilities and customer balances onily #asis, before any shipments are made. Despétset
precautions, the Company has taken out insuraneeriog almost all of its customers. The insurance

policy does not eliminate all credit risk on thestamers covered, but considerably limits poteidisses.

Receivables are shown in the financial statemegit®hthe provision for doubtful accounts, to regenet

the fair value of trade receivables.

The following table breaks down receivables fromtomers by due date at 30 June 2015 and 30 June
2014:

EUR/000 30 June 2015 % of total 30 June 2014 % of totdl
Not past due 3,885 719 4,851 70%
0 > 30 days 92 29 90p 13%
30 > 60 days 114 29 181 3%
60 > 90 days 13 09 1P 0%
> 90 days 1,341 259 1,016 15%
Total receivables due from 5,445 1009 6,96pP 100%

Fair value of financial assets and liabilities anaalculation methods used

The table below presents the fair value of assetdiabilities by type of method used to calculdtem.

Financial assets whose fair value cannot be obggtdetermined are not included.

The fair value of payables to banks has been ckdilon the basis of the interest rate curve dheof

reporting date, without making assumptions as ¢cctledit spread.
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The fair value of financial instruments listed in active market is based on market prices as of the
reporting date. The market prices used are bidsasles depending on the asset/liability held. Téie f
value of unlisted financial instruments and derixeg is determined according to the market’s pilangi
models and techniques, using inputs observableeimiarket.

For trade receivables and payables and other fiabassets, fair value has not been calculated s i

approximated by carrying value.

For lease instalments due and payables to othdetsnthere is held to be no significant difference
between fair value and the carrying value at wilay are recognized.
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Balance sheet value

EUR/000 Mark to market Mark to model Total fair value Notes
30 June 201&
Fair value Fair value
Cash and cash equivalents 1,78 49 49 24
Current payables to banks 12,72 19,52 19,52 25
Other current financial assets 1,553 0 1,533 26
Interest rate swap l l ( 25-28
EUR/000 Balance sheet valuc Mark to market Mark to model Total fair value Notes
30 June 2014
Fair value Fair value
Cash and cash equivalents 49 49 49 24
Current payables to banks 19,52 19,52 19,52 25
Trading derivatives 0 0 0
Interest rate swap 1 1 1 25-28
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Exchange and interest rate risk: sensitivity analyis

The sensitivity analysis was performed in accordanith IFRS 7. It applies to all financial instrunte
recognized in the financial statements.

The Company has performed the sensitivity analygisch measures the estimated impact on the income
statement and on the statement of financial pasiica fluctuation in the exchange rate of +/-108d &

the interest rate of +/-1% with respect to the gateeffect at 30 June 2015 for each class of fiizdn
instrument, with all other variables remaining dans. The analysis is purely illustrative, as sabhhnges

rarely take place in an isolated manner.

At 30 June 2015, the Company was not exposed titi@uhl risks, such as commodity risk.

For the sensitivity analysis on exchange ratespatcwas taken of the risk that may arise for any
financial instrument denominated in a currency othean the euro. Consequently, translation risk was

also taken into consideration.

These financial instruments are subject to gainbsses in value as a result of movements in istere
rates:
- instruments with floating interest rates

- instruments with fixed interest rates but measatedir value.

The table below shows the impact on net debt ardax profit of an increase/decrease of 10% in the
EUR/USD exchange rate with respect to the budgegedes of 1.12:

Type of change Effect on net financial positior] Eéct on pre-tax profit
+10% Dollar 2,203 744
-10% Dollar (2,581) (973)

Also, given the absolute value of the Company’sadlged, variable-rate borrowings, it is estimated ¢h
1-point change in annual interest rates would &affest debt and the pre-tax profit by around 150

thousand euros.

Fair value hierarchy

IFRS 7 requires that financial instruments recogghiat fair value be classified in a hierarchy ftey

the significance of the inputs used to measurevidire. The levels are as follows:

— Level 1: quoted prices in active markets for idesitassets or liabilities;
— Level 2: inputs other than quoted market pricetuied within Level 1 that are directly or indirgctl
observable in the market;
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— Level 3: inputs not based on observable market data

To calculate the market value of financial instrumse the Company uses various measurement and

valuation models, as summarized below for 201524t :

Book value at 30

June 2015 Instrument Level 1 Level 2 Level 3 Total Notes

Other current financie Listed share: 1,553 1,55 o

assets

Book value at 30 Instrument Level 1 Level 2 Level 3 Total Notes

June 2014

Derivatives for Interest rate

trading swap 13 13 25-28
25¢
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7. NON-RECURRING INCOME AND EXPENSES

As required by Consob Resolution no. 15519 of 2y 2006, non-recurring income and expenses are
shown separately in the income statement. Thesgesmerated by transactions or events that by ndture

not occur on a regular basis as part of the busines

In the year, the Company booked non-recurring esgeffor 181 thousand euros relative to costs iadurr

for professionals used for the acquisitions conggleturing the period.

8. CONTINGENT ASSETS AND LIABILITIES

At 30 June 2015, there were no contingent asselttiailities.
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9. RELATED PARTY TRANSACTIONS

In accordance with Consob Resolution 17221 of 12ck&010, it is hereby reported that all commercial

and financial transactions between Digital Bros/&.jpnd its direct subsidiaries and associates baea

conducted at arm’s length and do not qualify apiaty or unusual transactions.

Subsidiaries

Commercial and financial transactions between BidgBros S.p.A. and other Group companies at 30

June 2015 were settled at arm’s length. Such tctinsa are summarized below:

EUR/000 Receivables Payables Income Costs
comm. finan. comm. finan.
505 Games S.r.l. 600 4,108 0 0 1,671 (549
505 Mobile S.r.l. 0 5,582 0 0 11 0
Digital Bros Game Academy S.ril. 0 124 0 0 84 0
Game Entertainment S.r.l. 0 0 0 (100 0 0
Game Network S.r.l. 0 598 0 0 11 0
Game Service S.r.l. 0 428 0 0 0 0
505 Games France S.a.s. 0 120 0 0 0 0
505 Games Ltd. 0 0 0 (771) 0 0
505 Games lberia Slu 0 516 0 0 0 0
505 Games (US) Inc. 0 1,518 0 0 13 0
505 Games GmbH 0 537 0 0 0 0
505 Games Interactive 0 0 0 (180 0 0
505 Games Mobile (US) 0 0 0 (170) 0 0
DR Studios Ltd. 0 0 0 (767) 0 0
Pipeworks Inc. 0 0 0 (43) 0 0
Total 600 13,531 0 (2,031) 1,790 (549)
Transactions in the year ended 30 June 2014 armatized below:
EUR/000 Receivables Payables Income Costs
comm. finan. comm. finan.
505 Games S.r.l. 1,695 12,260 0 0 2,298 (1,227)
505 Mobile S.r.l. 0 1,499 0 0 0 0
Game Service S.r.l. 0 388 0 0 12 (211)
Game Entertainment S.r.l. 0 0 0 (5,491) 12,7838 0
Game Network S.r.l. 0 927 0 0 11 0
505 Games France S.a.s. 0 0 0 (2,300) 0 0
505 Games Ltd. 0 777 0 0 4 0
505 Games lberia Slu 0 1,139 0 0 0 0
505 Games (US) Inc. 0 5,326 0 0 17 0
505 Games GmbH 0 1,382 0 0 0 0
505 Games Interactive 0 0 0 (99) 0 0
505 Games Mobile (US) 0 0 0 (110) 0 0
Total 1,695 23,698 0 (8,000) 15,125 (1,438)

The Company also provides a centralized cash mamageservice, using giro accounts to which the

positive and negative balances between Group coempane transferred at least once per quarter. The

accounts do not bear interest.
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Other related parties

Transactions with other related parties consigheflegal counsel provided by director Dario Treagd

the leasing of property by Matov Imm. S.r.l., whistowned by the Galante family.

Transactions in the year ended 30 June 2015 armatized below:

EUR/000 Receivables Payables Revenues Costs
comm. finan. comm. finan.

Dario Treves 0 (18) 0 0 (200)

Matov Imm. S.r.l. 635 0 0 0 (754)

Total 635 (18) 0 0 (954)

Transactions in the year ended 30 June 2014 armatized below:

EUR/000 Receivables Payables Revenues Costs
comm. finan. comm. finan.

Dario Treves 0 (18) 0 0 (196)

Matov Imm. S.r.l. 635 0 0 0 (744)

Total 635 (18) 0 0 (940)

The financial receivable due to Digital Bros S.pb&. Matov Imm. S.r.l. refers to the security deposi

the Via Tortona 37 premises in Milan.

Tax consolidation

Digital Bros S.p.A., in its capacity as parent camg'consolidating company, has opted for the tax
consolidation allowed by Italian law with the compess 505 Games Mobile S.r.l., Game Entertainment

S.r.l.,, Game Service S.r.l. and 505 Games S.r.l.

This has made it necessary to prepare a set of fmlentercompany relations to ensure that nouatiegp

is caused to the individual participants in thetsys
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10. ATYPICAL OR UNUSUAL TRANSACTIONS

There were no atypical or unusual transactionshia br the previous year, as defined by Consob
Communication DEM 6064293 of 28 July 2006.

11. OTHER INFORMATION

INCOME FROM EQUITY INVESTMENTS OTHER THAN DIVIDENDS

Pursuant to Art. 2425 (15) of the Italian Civil Ggdhe Company did not receive any income fromtgqui

investments other than dividends.

DIRECTORS’ FEES

The compensation paid to members of the board rettdirs is detailed in the table on the following

pages.

STATUTORY AUDITORS’ FEES

During the year ended 30 June 2015, a total of4lBglros was paid to the members of the boe

statutory auditors.

FINANCIAL INSTRUMENTS ISSUED BY THE COMPANY

The Company has issued no financial instruments.

LOANS FROM SHAREHOLDERS WITH SUBORDINATION CLAUSES

The Company has not taken out loans with suboridinalauses from its shareholders.

CAPITAL EARMARKED FOR A SPECIFIC USE

The Company has not earmarked any capital for eifgpase.

LOANS EARMARKED FOR A SPECIFIC USE

The Company has not taken out any loans earmadkeadSpecific use.

OFF-BALANCE SHEET ARRANGEMENTS

There are no off-balance sheet arrangements.
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12. COMPENSATION OF DIRECTORS AND STATUTORY AUDITORS

Pursuant to CONSOB Regulation 11971/99 (as amend&ilh implemented Legislative Decree 58 of 24rkaby 1998, below are the details of fees paiduar t members

of the Board of Directors and Board of StatutorydAors, to the general managers and to executivés strategic responsibilities. At the close of §ear, there were no

general managers per Article 2396 of the Italiavil@ode. For further information, refer to the nemeration report.

Name and Surname Office covered Period for whicthe End of term Fees for the |Bonuses anq Non- Other

office was covered office other monetary [compensatiof

incentives | benefits
Board of directors
Chairman and managing

Abramo Galante director(1) 01/07/14 to 30/06/1p 30/06/2017 479,130 0 3,917 59,36(
Raffaele Galante Managing directoy 01/07/14 to 30/06/1p 30/06/2017 479,1%0 0 3,917 59,36(
Davide Galante Directqp) 01/07/14 to 30/06/1p 30/06/2017 72,000 0 0 0
Stefano Salbe Directar) (4) 01/07/14 to 30/06/1p 30/06/2017 D 0 3,717 216,214
Lidia Florean Director2) 01/07/14 to 30/06/1p 30/06/2017 6,600
Guido Guetta Directog) 01/07/14 to 30/06/1p 30/06/2017 25,5(0
Elena Morini Director3) 01/07/14 to 30/06/1p 30/06/2017 15,540
Bruno Soresina Directds) 01/07/14 to 30/06/1p 30/06/2017 15,540 0 0 0
Dario Treves Directof) 01/07/14 to 30/06/1p 30/06/2017 6,600 0 0 199,950
Board of statutory auditors
Sergio Amendola Sergio Amendola 01/07/14 to 30Mp/1  30/06/2017 27,090 0 0 0
Laura Guazzoni Laura Guazzoni 01/07/14 to 30/0p/15 30/06/2017 22,090 0 0 0
Paolo Villa Paolo Villa 01/07/14 to 30/06/15 30/06/2017 22,000 0 0 0
Emanuela Maria Conti Emanuela Maria Conti 01/076130/06/15 30/06/2017 D 0 0 0
Simone Luigi Dalledonne Simone Luigi Dalledonne|  0I¥14 to 30/06/1% 30/06/2017 D 0 0 0

(1) Executive directors
(2) Non-executive directors
(3) Independent directors

(4) Financial reporting officer per Art. 153s of Legislative Decree 58/98
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13. INFORMATION ON SHARE OWNERSHIP (PURSUANT TO ART. 12 3-BIS
OF THE CONSOLIDATED FINANCE ACT)

Structure of share capital

At 30 June 2015, the share capital was comprisedi(¥f10,837 ordinary shares issued and fully paid i
of par value 0.40 eurocents each.

The Company has not issued shares in differengogtes or other financial instruments entitling the
holder to subscribe to newly issued shares. There@a share-based incentive plans in course thatl en

increasing the share capital against payment erdfeharge.

Restrictions on the transfer of securities

There are no statutory restrictions on the transfexecurities, such as limits on the possessiashafes

or the need to obtain permission from the issudramn other shareholders.

Shares carrying special rights

No shares have been issued that confer specias rdtzontrol.

Employee shareholdings: mechanism for the exercigé voting rights.
The Company offers no employee stock sharing plans.

Voting restrictions

There are no restrictions on the right to vote.

Shareholder agreements

There are no agreements in existence among thelsiiders.

Election and replacement of directors; by-law amenchents

Please see the Corporate Governance section abtislidated annual report, available in the Inmest

Relations section atww.digital-bros.net

Authorization to increase the share capital and/opurchase treasury shares

The board of directors has no authorization todase the share capital pursuant to Civil Code 2443

or to issue quotas or shares.

The board has been authorized to purchase treabargs as described in the Corporate Governance and

Ownership section of the consolidated annual repawailable in the Investor Relations section at

www.digital-bros.net
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Change of control provisions

There are no change of control provisions.

Directors’ indemnities in case of resignation, dismssal or departure as a result of a
takeover bid

No agreements are in place that provide for inddemin the event of dismissal, resignation and/or

departure from office, even if a takeover bid is tause of termination.

14. INFORMATION ON ASSETS SUBJECT TO REVALUATION IN
ACCORDANCE WITH SPECIAL LAWS

No revaluations have been carried out on the Cogipassets pursuant to Art. 10 of Law 72/83.

15. LOANS GRANTED TO MEMBERS OF ADMINISTRATIVE,
MANAGERIAL AND SUPERVISORY BODIES

Pursuant to Art. 43 (1) of the Fourth Council Diree 78/660/EEC, no loans have been granted to
members of the Company’s administrative, managanédlsupervisory bodies.

16. EXTERNAL AUDITING FEES

Pursuant to Art. 148uodecies of the Issuers’ Regulations, the external auditoghpany, Deloitte &

Touche, was paid fees of 179 thousand euros forutrent year.
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STATEMENT PURSUANT TO ART. 154-BIS (5) OF THE
CONSOLIDATED FINANCE ACT

We, the undersigned, Abramo Galante as chairmathefBoard of Directors and Stefano Salbe as
financial reporting officer of the Digital Bros Qip, hereby declare, including in accordance with Ar
154bis (3) and (4) of Legislative Decree 58 of 24 FebyuE®98:
- the adequacy in relation to the characteristigh@business; and
- the effective application of the administrative awtounting procedures for preparation of the
consolidated financial statements for the perioly 2014 - June 2015. No significant issues

arose.

We also confirm that:
1. the financial statements of Digital Bros S.p.A. flee year ended 30 June 2015:

a) have been prepared in accordance with the appéidatérnational Accounting Standards
recognized by the European Union pursuant to Régnld606/2002/EC of the European
Parliament and the Council of 19 July 2002;

b) corresponds to the ledgers and accounting entries;

c) provide a true and fair view of the financial pasit and performance of Digital Bros
S.p.A;

2. the report on operations includes a reliable amalg$ performance and of the results of

operations, together with a description of the m@sks and uncertainties to which they are

exposed.

Milan, 11 September 2015

Signed
Chairman of the Board of Directors Financial Reporting Officer
Abramo Galante Stefano Salbe
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