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Letter to Shareholders

Dear Shareholders,

2018 was for Rai Way a year of further implementation of its strategy in pursuing
the objectives of the 2015-2019 Industrial Plan. The results achieved and the
economic and financial indicators confirm the effectiveness of the actions put in
place and show a progress compared to 2017.

Also in 2018 the Company supported Rai in relation to the provision of both
ordinary network services within the scope of the Service Confract and of new
services, socalled evolutionary services. With particular reference to the supply
of evolutionary services to Rai, the tidying up of radio-links in the 3.6-3.8 GHz
band and the extension of the transmission service of DAB+ digital radio along the
stretch of motorway between Turin and Trieste were implemented. The activity with
Rai, which benefited from the renewal of the Concession for the public service,
was also focused on the completion of the pipeline of confracts included in the
Industrial Plan but also on the definition of the activities necessary to the imminent
fransition imposed by the refarming of the 700 MHz band. July saw the finalisation
of an important agreement for the extension of coverage of the thematic MUXes,
one of the main contract of the Industrial Plan, which will not only have positive
impact on the business in terms of future development investments and revenues —
higher than those originally forecasted thanks fo the greater overall scope of the
contract = but will also allow to offer citizens a more capillary and better quality
service.

The component of business related to third-party customers experienced a slowdown
in 2018 mainly due fo the continued pressure in the mobile network operators
segment. However, also in order to mitigate this effect, the Company accelerated its
differentiation process and registered encouraging growth rates in the activities for
Corporate and Broadcasting Radio/TV customers, which coupled with the progress
in the Fixed Wireless Access Providers (FVWWAP) segment.

All the key performance indicators confirm the upward trend already shown in
previous years. Revenues amounted to € 217.7 million, higher than in 2017 due
fo the growth in new services for Rai and the contribution of inflation. The higher
volumes and, in particular, the further improvement of operating efficiency resulted
in an Adjusted EBITDA of € 118.3 million, with a margin on revenues higher than
54%. In terms of net result, the € 59.7 million registered in 2018 allowed fo reach
and exceed the 2019 target one year in advance, so further increasing the retum
on equity generated by Rai Way. From a financial point of view, following the
early repayment of the term line of the financing contract in place, at the end of




the financial year the Company recorded net cash and cash equivalents of € 16.6
million, confirming the strong cash generation.

In 2018 the monitoring and reporting activities of social, environmental and
governance performance continued. The projects implemented and the results
obtained, illustrated in Rai Way's second Sustainability Report, aftest to the atfention
paid to all stakeholders and highlight an even greater awareness of Rai Way's role
in the development of the communities and ferritories in which it operates.

The immediate future will be characterised by particularly challenging contextual,
regulafory and market factors. However, the financial solidity of the Company,
its competencies and the constant dedication to innovation will ensure that it can
address these uncertainties with confidence, working so that Rai Way is confirmed
as the protagonist and leader, also in the future, in the distribution of radio and
felevision signals in ltaly.




Rai way’s activities
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Rai Way (hereafter the Company) is a leading provider of infegrated network
infrastructures and services for broadcasters, telecommunication operators, public
companies and public administrations; the Company uses its own assets and its
own competences fo guarantee fo the public radio and television service providers
a nd fo the other cusfomers the broadcast of television and radio contents in ltaly and
abroad, leveraging on its infrastructures as well as on a bestin-class technological,
engineering and management know-how gained over Q0 years of acfivity.

Since 2014 Rai Way has been listed on Borsa ltaliana’s Main Market (MTA)
following the Global Offering promoted by the shareholder Rai, which allowed
the Company to confirm its already initiated opening to the market, reinforcing its
image as an independent enferprise.

In carrying out ifs activities, Rai Way operates over 2,300 sites equipped with
infrastructure and systems for fransmitting and broadcasting radio signals throughout
ltaly, has 22 operating facilities distributed across the country and avails itself of a
highly specialized workforce.

The services offered by the Company include:

(i) Broadcasting services, meaning services for the ferrestrial and satellite
fransmission of television and radio signals, through the network
infrastructure, to the final users within a geographical area;

(ii) Transmission services, for the transmission of radio and felevision signals
via the dedicated network (radio links, satellite, fibre optic) and in
particular the provision of Contribution Services, meaning one-directional
fransport services;

(iii) Tower Rental services, meaning hosting of third party broadcasting and
fransmission equipment at Company's sites including, were required,
mainfenance services as well as other complementary activities;

(iv) Network services, which consist of a vast range of heferogeneous
services which the Company is able to provide in relation to electronic
and  telecommunications networks in general such as, for example,
planning and consultancy services.

The services mentioned are offered by Rai Way to different categories of customers:
Broadcasters (a category that also includes local and national radio and television
network operators and players, which includes Rai), telecommunication operators
(mainly MNOs, or Mobile Network Operators), public administrations and private
companies.




Main alternative performance measures

The Company assesses performance on the basis of cerfain measures not considered
by IFRS. Set out below is a description of the components of the indicators that are
imporfant for the Company as sfafed in Recommendation CESR/05-178b.

Gross operating profit or EBITDA — earnings before interest, taxes, depreciation
and amortization: this is calculated as profit before income taxes, depreciation,
amortization, write-downs and financial income and expenses. EBITDA also
excludes profits and losses from managing equity investments and securities,
as well as gains and losses arising from the sale of equity investments, which
are classified in the financial statements as “financial income and expenses”.

Adjusted gross operating profit or Adjusted EBITDA — earnings before interest,
taxes, depreciation and amortization: this is calculated as profit before income
faxes, depreciation, amortization, writedowns and financial income and
expenses, adjusted to exclude non-recurring expenses,/income.

Net operating profit or EBIT - eamings before interest and taxes: this is calculated
as profit before income taxes and before financial income and expenses,
without adjustment. EBIT also excludes profits and losses from managing equity
investments and securities, as well as gains and losses arising from the sale of
equity investments, which are classified in the financial statements as “financial
income and expenses’”.

Net Invested Capital: this is defined as the sum of Fixed Assets and Net
Working Capital less Provisions.

Net Financial Position or NFP: the format for the calculation of NFP is the
one provided in paragraph 127 of CESR Recommendation 05-054b, which
implements Regulation (EC| no. 809,/2004.

11




Summarized economic and financial data

The following is a summary of economic data of Rai Way at 31 December 2018
compared fo the results at 31 December 2017. In addition, figures are also
provided for the Company’s Net Financial Position and Net Invested Capifal at
31 December 2018 compared to equivalent figures at the close of the previous
financial year. The changes and percentages shown in the following tables are
calculated using values expressed in Euros.

Main indicators

(figures in millions of euro: %) 2017 Delta  Change %
KEY INCOME STATEMENT FIGURES
Core revenues 217.7 216.2 1.5 0.7%
Other revenues and income 0.1 0.8 (0.6) (81.6%)
Personnel costs (45.4) (45.8) 0.5 1.0%
Other operating costs (54.2) (55.7) 1.4 2.6%
Adjusted EBITDA 118.3 115.5 2.8 2.4%
Operating profit (EBIT) 83.8 81.4 24 3.0%
Net income 59.7 56.3 3.5 6.2%
Key balance sheet figures
Capital Expenditure (Capex) 27.0 16.3 10.7 65.9%
of which maintenance 194 12.5 6.9 55.2%
Net Invested Capifal 164.3 181.2 (17.0) (9.4%)
Shareholders' Equity 180.8 176.4 4.4 2.5%
Net Financial Position (NFP) (16.9) 4.8 (21.4) N.M.
of which cash/cash equivalents (17.2) (55.9) 25.4 31.3%
Ratios
Adjusted EBITDA / Core revenues (%) 54.3% 53.4% 0.9% 1.7%
Net income / Core revenues (%) 27 4% 26.0% 1.4% 5.4%
Maintenance Capex / Core revenues (%) 8.9% 5.8% 3.1% 54.1%
Cash conversion (%) 83.6% 89.2% (5.6%) (6.3%)
NFP / Adjusted EBITDA (%) N.M. 4.2% N.M. N.M.
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Core revenues amounted to € 217.7 million, up 0.7% compared o the values
at 31 December 2017.

Adjusted EBITDA amounted to € 118.3 million, up € 2.8 million compared fo
the values at 31 December 2017. The increase is due mainly fo the increase
of € 1.5 million in core revenues, the reduction of € 0.5 million in personnel
costs, and the reduction in other operating costs of v 1.4 million. The Company
defines this measure as EBITDA adjusted for non-recurring expenses.

The ratio between adjusted EBITDA and core revenues was 54.3% compared
to 53.4% at 31 December 2017.

Operating profit (EBIT) amounted to € 83.8 million, an increase of € 2.4
million compared to the figure recorded at 31 December 2017.

Net income was € 59.7 million, up 6.2% compared to 31 December 2017.
Capex of € 27.0 million relates to the maintenance of network infrastructure
and development projects.

Net invested capital amounted fo € 164.3 million, with a net cash for € 16.6
million and a shareholders’ equity of € 180.8 million.

13







Report on 2018 operations
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General indications and the overall performance of the economy?

After a period of sustained expansion, global growth experienced a slowdown
in 2018 and stabilised at 3.6%. This slowdown, concentrated in the second half
of the year, was affected by activities in some advanced economies not meeting
their expectations, activities on financiol markets affected by negative senfiment,
uncerfainties in frading policies and doubts on China's growth perspectives. At
global level, the forecasts for 2019 indicate that growth will confinue at a further
reduced rafe of 3.3%.

In the USA, GDP is expected to grow by 2.9% in 2018 compared with the 2.2%
recorded in 2017, as a result of fiscal stimulus and favourable financial conditions,
in spite of repeated increases in inferest rafes. The strong infernal demand, sfill only
partially affected by trading tensions, will continue to support the economy, even
though at slower rates, also in the next two years.

The growth of economic activity in the Eurozone in 2018 was 1.8% compared to
2.5% in 2017. Despite a decrease had been already forecasted, the slowdown
in the second half of the year was more pronounced than expected due to a
combination of facfors, both internal and external: a global slowdown, trading,
political and social tensions and the decrease in activities in some key countries
such as Germany, France and lialy. Even though fundamentals remain positive,
the persisting uncertainty on these issues, combined with the possible outcomes of
Brexit, are at the root of estimates for continued growth in 2019, but at a further
decreasing rate (1.0%).

The GDP of emerging countfries increased in 2018 by 4.6%, 0.1% less than in
2017, as a result of China's decrease — from 6.9% in 2017 to 6.6% in 2018 —
partially offset by the growth in India, which increased from 6.7% to 7.0%, and in
Russia, from 1.5% to 2.3%.

On the commodities market, the oil price at the end of 2018 was around $55/
barrel after a last quarter characterised by high volatility, a result of production
dynamics but also of fears of a weakening in global demand.

Inflation in advanced economies remained generally contained. With particular
reference fo the Eurozone, inflation experienced a marked decrease in the second
half of the year, mainly due to lower energy prices. Net of this effect, core inflation
remained essentially flat. For this reason, the accommodating economic policy put in
place by the ECB should continue with inferest rates ot minimal levels and significant
monetary stimulus to support prices in the middle term, in spite of the announcement
in December that Quantitative Easing was coming to an end. On the contrary, in
the USA the FED continued steadily with the normalisation of monetary policies by
increasing inferest rates four times in 2018. However, in light of possible variations
in scenarios, a more patient approach is expected in 2019.

In 2018 lialy's GDP rose by 1.0% over the previous year, which had been

2 Interim Economic Outlook Forecasts: March 2019; OECD.
Economic Bulletin 1 / 2019; Bank of Italy.




characterised by a growth of 1.6%. Correcting this for the effects of the calendar,
with 2018 having two working days less than 2017, the increase is 0.9%. This
reduction affected both investments and household expenditure, offset as usual by
foreign frade, with a more marked increase in exports compared fo imports.

In 2018 inflation recorded an average value of +1.2%, inline with the previous
year. However, in December there was a slowdown in values compared to the
previous year (+1.1% recorded in December compared to +1.6% in November).
This was affected by the consistent decrease in unregulated energy prices and, fo
lesser extent, in processed food prices, only partially offset by the increase in prices
for transport services.

The labour market overall showed progress in ferms of the number of people working,
mainly thanks fo fixed+term confracts, hours worked per person and wages, up by
1.4% over the previous year. The unemployment rafe in ltaly was around 10.5%,
down from around 11.2% in 2017.

There was a marked decrease, however, in the volume of activities of ltalian
companies, especially in the manufacturing sector. Expectations in relation fo
both the general economic situation and the outlook for demand, especially with
reference to the national component, are also negative.

Credit offer conditions are overall positive with the cost of credit remaining generally
confained in spite of tensions on the sovereign debt market which characterised the
latter part of the year. The quality of credit confinued to improve and the impact of
non-performing loans was further reduced. From the point of view of capitalisation
of banks, this has allowed to offset the negative effect deriving from the decrease
in government securities prices.

Estimates for ltalian economy in 2019 indicate a further weakening of the national
economy, as a result of the reduced benefit of expansive economic policies and
reduced investments — which would be offected by the increase in the cost of
credit and the deferioration of enterprises’ confidence also due to the worsening
infernational trade prospects — and the limited support in household consumption
which will in any case benefit from specific support measures infroduced in the last
Budget Law.

The Company’s reference market

Rai Way is a leading operator in the lalian radio and television transmission
infrastructure market. The main television fransmission plafforms in the television
broadcasting market are as follows:

e DIT (Digital Terrestrial Television, free and pay television),

e DTH (satellite),
e IPTV (internet),
e cable TV.

Compared fo the other countries of VWestern Europe, ltaly is characterized by having
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a widespread diffusion of the DTT platform, far more than the others. In the other
countries, the reduced extent of the use of the DTT platform is due to a broader and
more competitive presence of safellite platforms (e.g. in the United Kingdom and
Germany), cable (e.g. Germany) and IPTV (France). The solid positioning of DTT in
the ltalian broadcasting scenario is further supported by the absence of cable TV
(at a European level operators capable of providing felevision services via cable
usually represent the strongest competitors on the market, as regards both felevision
and broadband) and the still undeveloped penetration of IPTV.

Regarding the ltalian radio market, programs are transmitted in both analogue and
digital format (DAB - Digital Audio Broadcasting) and no expiry dates have been set
for a switch-off of the analogue signal, in line with many other European countries.
As a consequence of the features of its network, Rai Way is able to provide
its customers with tower rental services. In this respect Rai Way operates in the
telecommunications fowers secfor which has two independent operators and the
captive portfolios owned by MNOs [Mobile Network Operators).

Rai Way on the financial markets 3

After two distinctly positive years, in 2018 financial markets changed direction
discounting the first signs of a slowdown in economic recovery at global level as
well as some contextual dynamics such as the growing geopolitical and trading
tensions and the political uncertainty, especially af the European level.

The ltalian share market (FTSE ltalia All Shares) closed 2018 at -16.7% (-13.9%
adjusted for the distribution of dividends| with the marked worsening in the second
half of the year also in consideration of the mentioned expectations on the slowdown
of growth at global and national level. Increase in the spread (intended as the
differential between the returns from ltalian and German government bonds), which
reached 254 basis poinfs at the end of 2018, had a negative effect on prices of
banks’ stocks, the most representative in the index.

Rai Way's shares, which have been listed on the Borsa ltaliana Electronic Stock
Market since 19 November 2014 following completion of the Global Offering,
performed negatively in 2018, with the price decreasing by 14.6% (10.6%
adjusted for the distribution of dividends), a performance slightly above the market.
This performance was guided by the general market context and by the regulatory
and consolidation dynamics within the sector. Rai VWay ended 2018 with a market
capitalization of € 1,179.1 million.

3 Borsa ltaliana dafa processing (www. borsaitaliana. it)
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The following table sefs out key market figures:

KEY MARKET FIGURES

General data

Price (Eur; %)

Volume ('000)

Market capitalization
(€ million)

ISIN
Number of shares

Floating capital

Price on placement (19/11/2014)

Price at 31/12/2017

Price at 31/12/2018

Performance at 31/12/2018 vs. placement

Performance at 31/12/2018 vs.
31/12/2017

2018 Price maximum (closing)

2018 Price minimum (closing)

2018 average volume
2018 maximum volume

2018 minimum volume

Capitalization on placement [19/11/2014)
Capitalization at 31/12/2017
Capitalization at 31/12/2018

[TO005054967
272,000,000
35.03%

2.95
5.075
4.335

+46.95%

-14.58%
5.41
3.995

107.519
1,510.736
14.236

802.4
1,380.4
1,179.12
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Shareholding structure Floatin

35,03%
During 2018 the percenfage of Rai m
Way's share capital held respectively
by RaiRadiotelevisione ltaliana Spa
and by the market remained stable.

Trading performance

During the financial year Rai Way's commercial initiatives were focused on the
confinuing support, as in previous years, to the main customer Rai and on the
analysis and scouting of new potential markets, with a view to extending services
and diversifying the offer. 2018 was also a significant year in ferms of growth
of volumes and values of services offered, and the premises for further significant
development in the next three years have been put in place.

The most significant activities related to contribution services for sporting and
instituional events, including the Winter Olympics in Pyeong Chang, the 2018
Football World Cup, the first night at the Scala and the 2018-2019 Champions
league, offered with technological solutions able to guarantee a high level of
reliability and in some cases also providing codification services and transport in 4K,
Rai Way has also concluded the first stage of a project for the extension of coverage
of the digital terrestrial radio DAB+ fransmission service which is set fo confinue with
particular reference to the main motorway routes.

In the confext of preparatory activities for the freeing of frequencies destined for
the launch of 5G services, the Company has also completed the recanalization
activities relating fo the portion of radio link network in the 3,600 MHz — 3,700
MHz band, and started the recanalization of the portion of 3,700 MHz - 3,800
MHz band already freed at the end of the financial year. Lastly, in the context of the
process of improvement of the quality and the expansion of the RAI offer, preparatory
activities have been initiated for the extension of the cover of Rai thematic MUX over
the national territory following the finalisation of an important agreement with Rai
which anficipates reaching 95% of the population, in line with the provisions of the
Rai - MISE Service Contract.

In 2018 the market for Tower Rental services, the greatest contributor fo revenues
from third parties, continued to experience pressure as a result of the optimisation
actions sfarted by MNOs made necessary by the competitive environment which
was characterised by the launch of the commercial offer by the new incoming
operafor and by investment made for the acquisition of frequencies to be used
for 5G services. During the financial year, Rai Way confinued to experience




progressive growth in commercial relationships with other categories of customers,
finalising new agreements and developing already existing ones with new FWAP
operators and with operators from other sectors with a positive impact on turnover.
A contract was signed with a primary market player which anticipates the use
of sites made available by Rai Way fo cover areas with isolated sefflements
through the use of Fixed Wireless Access technology with the minimum transmission
speed of 30 Mpbs; Rai Way has therefore further confirmed its ability to make @
practical confribution to the development of innovative digital services. In relation
to broadcast TV and radio customers, Rai VWay has undertaken numerous initiatives
aimed at developing new services relafing to pure hospitality of equipment and
antennae, promoting a commercial proposal aimed at the supply of an end-+to-end
service typical of network operators.

In the context of consultancy services offered by Rai Way, it is important to highlight
the activity carried out for the Ministry of Communications in Indonesia in relation
to the process of analogical television switch-off. In particular, the Company, on
the strength of its experience matured in the ltalian market, has contributed to the
regulafory and evolution aspects of the business model of the enfire segment,
confirming its value as a reference point at infernational level with regard to know-
how and experience in the radio and felevision secfor.

Calling upon several years of know-how in the management of networks and
broadcast services, a fundamental role is played by innovative initiatives launched
over the course of the year just ended aimed at identifying business areas that
could increase the value of Rai Way's assets in the medium term and guarantee the
necessary support for growth [see paragraph “Research and development”).

It is also noted that Rai Way, already a holder of the ISO Q001:2015 certification
for the provision of services for planning and ordinary maintenance of plant
and networks for the diffusion and transmission of radio and television signals,
in 2018 expanded ifs ISO 9001:2015 certification to services for the supply
of infrastructures and network services for broadcasters and telecommunications
operators, consolidating its position in Quality Management System.

Significant events

The main events of the year were as follows:

® on 16 February 2018 the Company reported that it had submitted, with F2i
Fondi ltaliani per le Infrastrutiure SGR S.p.A. (“F21"), a binding joint bid, subject
fo cerfain conditions, within the process of the potential sale of Persidera S.p.A.
("Persidera”) launched by the latter's shareholders. The bid, which subsequently
lapsed, indicated the sfructure of the transaction, with the acquisition by F2i of ow-
nership of the rights fo use the frequencies currently issued to Persidera for its own
DTT multiplexes, the acquisition by Rai Way of the network infrastructure, and the
sfipulation of a multiyear agreement for the provision of broadcasting services.
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* on 21 March 2018, the Board of Directors approved the 2017 draft financial
statements, which closed with a profit of € 56.3 million, and a proposal to
distribute a dividend of € 0.2026 per share.

* on 23 April 2018 the Shareholders' Meeting of Rai VWay approved the Com-
pany's 2017 financial stafements and the distribution of a dividend as propo-
sed by the Board of Directors; appointed the Board of Statutory Auditors for the
2018-2020 financial years, the chairman of the same, as well as determined
the remuneration of the relative components; approved the proposal submitted
by the Board of Direcfors for a new authorization for the purchase and dispo-
sal of freasury shares, affer withdrawing the authorisation granted on 28 April
2017, and voted in favour of approving Section One of the Remuneration Re-
port prepared by the Board of Directors pursuant to arficle 123-er, paragraph
6, of legislative Decree 58/1998.

*  on 9 July, the Company instructed Mediobanca, in its capacity as agent bank
under the loan agreement entered into by the Company with Mediobanca,
BNP Paribas S.A., Intesa Sanpaolo S.p.A. and UBI Banca Societs Coope-
rafiva per Azioni on 15 October 2014, to proceed as of 30 July 2018 with
the full and voluntary early repayment of the term facility, amounting to €
45,000,000.00 at 30 June 2018.

* on 25 September 2018, the Company announced having made a binding
offer to the shareholders of Persidera S.p.A., subject to some conditions, for
the acquisition of the network infrasfructure and the relafive activities of this
company (the offer subsequently expired).

* on 13 December 2018, the Company announced the alternation, with the
agreement of the involved Directors, with effect from 1 January 2019, betwe-
en Umberto Mosetti and Donatella Scivto (both independent] in the confext
of Board Committees, the former joining the Remuneration and Appointments
Committee and the latter the Control and Risks Committee.

Safety and the environment

As confirmation of the emphasis placed on safety at work and environmental
issues, it is noted that the Company also obfained ISO 14001:2015 and OHSAS
18001:2007 certifications in 2018. The ISO 14001:2015 certification attests
fo compliance of the Company's environmental management system with the
requirements of that standard, with specific respect to the environmental effects
of electromagnetic radiation and the proper disposal of waste water, as well as
fo the prudent management of hazardous substances and waste. The OHSAS
18001:2007 certifications attest to compliance of the Company’s occupational
health and safety management systems with the requirements of that standard, with
specific respect fo the “Planning and management of networks and systems for
fransmitting and broadcasting radio and television signals in ltaly and abroad”.




Results for the year

In 2018, the Company recorded a net profit of € 59.7 million representing an
increase over the previous year corresponding figure of € 3.5 million (+6.2%).
A summary of the Company’s income statement for the years ended 31 December

2018 and 31 December 2017 is sef out in the following table:

Income statement

(figures in millions of euro; %) Delta Change %
Revenues from RAI 184.6 181.0 3.6 2.0%
Revenues from third parties 33.1 352 (2.1) (5.9%)
Total core revenues 217.7 216.2 1.5 0.7%
Other revenues and income 0.1 0.8 (0.6) N.M.
Personnel costs (45.4) (45.8) 0.5 1.0%
Other operating costs (54.2) (55.7) 1.4 2.6%
Adjusted EBITDA 118.3 115.5 2.8 2.4%
EBITDA Margin 54.3% 53.4% 0.9% 1.7%
Non-recurring costs (adjustments) (1.2) (1.7) 0.6 32.8%
EBITDA 117.1 113.8 33 2.9%
Depreciation and amortisation (32.9) (33.6) 0.6 1.9%
Bad debt provisions (0.3) 0.9) 0.6 N.M.
Provisions 0.1) 2.1 (2.2) N.M.
Operating Profit (EBIT) 83.8 81.4 2.4 3.0%
Net financial income (expenses) (1.2) (1.6) 04 23.2%
Profit before income taxes 82.5 79.7 2.8 3.5%
Income taxes (22.8) (23.5) 0.7 2.9%
NET INCOME 59.7 56.3 3.5 6.2%
NET INCOME margin 27.4% 26.0% 1.4% 5.4%

Rai Way had revenues of € 217.7 million, an increase of € 1.5 million compared
fo the previous period (+0.7%).

The activities carried out for the Rai Group generated revenues of € 184.6 million,
an increase of 2.0% compared fo the previous year. The increase of € 3.6 million
due to new services ("evolutionary services”) for € 2.2 million and for € 1.4 million
fo the adjustment of the basic compensation fo the inflation rate. With regards fo the
commercial activities with other customers, revenues from third parties were € 33.1
million, a decrease of € 2.1 million compared with the previous period mainly due
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fo the economic effects of network optimisation actions implemented by the MNO
cusfomers, only partially offset by the growth in turnover of Fixed Wireless Access
Providers (FWAP), Media and Other customers.

The Other revenues and income line shows a decrease of € 0.6 million compared
with the same period of 2017 resulting mainly from the item “Compensation for
damages”, which in 2017 included compensation for the activities necessary for
resuming the radio and felevision signal in a sife.

Operating costs

Personnel costs — net of non-recurring costs for early refirement plan classified under
adjustments — sfood at € 45.4 million, continuing the downward trend already
recorded in the previous financial year, with a further decrease of € 0.5 compared
to 2017. This value is determined mainly by changes in the average number of
personnel, which fell by 5 in the period in question, from 606 in 2017 to 601 in
the corresponding period of 2018.

Other operating cosfts — which include consumables, services and other costs
excluding non-recurring items — amount to € 54.2 million, down by € 1.4 million
from the previous year. This improvement is the result mainly of the reduction in costs
for services provided by RAI, due to the effect of increased efficiency, less hiring of
fransmission resources and lower local taxes on company property. Furthermore, @
femporary reduction in maintenance costs has been achieved.

Other operating costs do not include the non-recurring costs for extraordinary
operations that are not included in the calculation of Adjusted EBITDA.

Adjusted EBITDA amounted to € 118.3 million, an increase of € 2.8 million over
the figure for 31 December 2017, representing a margin of 54.3%.

Reconciliation of EBITDA vs. Adjusted EBITDA

(figures in millions of euro; %) 2017

Adjusted EBITDA 118.3 115.5 2.8 2.4%
Non-recurring costs (1.2) (1.7) 0.6 32.8%
EBITDA 117.1 113.8 3.3 2.9%

EBITDA amounted to € 117.1 million, an increase of € 3.3 million over the figure of
€ 113.8 million at 31 December 2017. The increase resulted from the lower non-
recurring costs relating to the early refirement plan. Non-ecurring costs also include
the costs relating to initiatives for extraordinary transactions.

Operating profit (EBIT) of € 83.8 million represents an improvement of € 2.4 million
over 2017, due also to a € 0.6 million reduction in amortization and depreciation
and to a € 0.6 million reduction for bad-debt provisions. The change in provisions,
which in 2017 benefited from the release of € 4.0 million due fo the positive




conclusion of civil proceedings, was negative.

With regards to financial expenses, a balance of € 1.2 million is recorded with an
improvement of € 0.4 million from the previous period as a result of less interests to
banks deriving from the early full repayment of the term credit line.

Net profit amounted to € 59.7 million, showing an increase of € 3.5 million over

2017.

Investments

Capital expenditure in 2018 amounted to € 27.0 million (€ 16.3 million in 2017,
of which € 19.4 million relating to the maintenance of the Company’s network
infrastructure (€ 12.5 million in 2017) and € 7.6 million fo the development of new
initiatives.

Investments

(amounts in million of Euro; %) Delta Change %
Maintenance Investments 19.4 12.5 6.9 55.2%
Development Investments 7.6 3.8 3.8 101.2%
Total Investments 27.0 16.3 10.7 65.9%

In continuity with previous year, the most relevant maintenance investments were
related to the renewal of transmission and radio equipment for radio service o ensure
higher levels of service reliability and availability. Investments for the improvement
and optimisation of the IP control network as well as for virtualisation of management
systfems to meet the connectivity needs between equipment, systfems and users
have also continued. Development investments related mainly to the replacement
of some ftransmission links operating in the 3695 MHz-3800 MHz frequency band
fo meet the obligation to release the relafive frequency bands to be destined for the
development of 5G fifth generation mobile telephone services and the extension of
the DAB+ service with the realisafion of new posts along motorway sites.

Statement of financial position

(amounts in million of Euro; %) 2018 2016 Delta % change
Fixed assets 1942 200.3 6.1) (3.0%)
Net working capital (1.2) 11.2 (12.4) (110.6%)
Provisions (28.7) (30.3) 1.5 51%
NET INVESTED CAPITAL 164.3 181.2 (17.0) (9.4%)
Shareholders’ Equity 180.8 176.4 4.4 2.5%
Net Financial Position (16.6) 4.8 (21.4) (442.0%)
TOTAL FUNDING 164.3 181.2 (17.0) (9.4%)
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Net Invested Capital at 31 December 2018 is € 17.0 million below 31 December
2017 level due mainly fo the lower Net Working Capital, due to the improvement
in third-party receivables and the reduction in fixed assets. The Company had a Net
cash position of € 16.6 million, improved by € 21.4 million from 31 December
2017 due fo the effect of positive cash generation; see paragraph “Current and
non-current financial assets and liabilities” (note 19) for more details.

Human Resources and Organization

Rai Way had a workforce of 585 people at 31 June 2018 employed on a
permanent basis: 21 executives, 138 middle managers, 408 technicians or office
staff and 18 workers. 13 other workers with fixedterm employment confracts
and 17 apprentices are to be added to the above. The following table sets out
information regarding the composition, age and education of personnel.
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Executives Middle managers Technicians/office Workers

Years 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016 2017 2018

Men (annual ~ > 1o 50 93 18 115 371 336 345 33 31 22
average value)

Women
(annual 5 6 5 20 283 24 74 75 /9 0] 0 0
average value)

Averageage 51 51 52 52 52 52 46 43 44 56 56 57

Working

o 15 16 16 26 25 25 18 13 16 30 29 26
seniority

Graduates (%) 95 96 95 39 41 4] 19 21 22 0 0 0

Upper
secondary 5 4 5 61 59 59 78 77 75 71 74 78
school (%)

Lower
secondary 0 0 @) ¢ ¢ 0 3 2 3 20 26 22
school (%)

In 2018, from a sfrategic point of view of enhancing the value of human capital

and with a focus on development of open and collaborative leadership models,

supported by a further emphasis on personnel training in technical /soft skills and

experimental infroduction of virtual organisation models, HR activities franslated into:

*  developmentofthe company’s organisational model in function of the fechnological
and business challenges faced, in a competitive scenario framework;

* confinuation of generational exchange inifiatives and parallel activation
of selective processes aimed at digital and soft skills focused on network



intelligence, with inclusion of specialist personnel in the various company
structures (in particular, integration of technical areas and marketoriented
components);

e consfant appreciation of results and behaviours expressed by personnel,
enriched with instruments for the conciliation of employees' wellbeing needs;
* planning of systems/processes enabling a digital framework aimed af the
development of competition and the constant alignment with compliance
profiles and risk prevention/management;
e configuration of flexible working models aimed at infroducing new
organisational smart solutions and work-ife balance options;
* implementation of sfrategic training plans fo enhance the knowledge of the
components of the emerging digital echo system and to facilitate the upgrading
of competencies with focus on open innovation and the development of a
mindset oriented fowards entrepreneurship.
In general terms, Rai Way's system of remuneration and incentives aims to reflect
and support coherence and quality af the company’s organisational level and the
valorisation of merit in terms of appreciation of the results achieved and qualitative
performances and competitiveness with respect fo best global practices.
We reference fo strategic management, cardinal elements of the remuneration policy
have been the correlation with strategies and corporate principles, the internal
coherence with respect fo positions, areas of responsibility and the roles carried
out, the competitiveness with remuneration levels in the external market as well as
the adherence to the regulatory framework and reference fo best market practices.
New directives with respect to Trade Unions negotiations have been infroduced
which have led to a consolidation of industrial relationships, also to ensure full
functionality for work organisation models on the territories ratified by the Agreements
signed at local and national level.
Atfention fo the social dimension confinued with the implementation of curricular
and extracurricular apprenticeships and  schoolwork alternation  programmes,
including company events, both infernally (with reference to the second edition of
the company’s Prize for Innovation, which rewards the contribution of employees
in terms of evolutionary configuration plans and/or simplification of processes,
models and systems) and externally, for the benefit of the company community and
the school network.
Lastly, it is also highlighted that in 2018 Rai Way's Top Employers ltaly certification
as Employer of Choice was confirmed, a festimony to a corporate culture
characterised by policies, strategies and priorities in line with best practices. The
Company has also been awarded a prize among listed companies in the confext
of the Excellence and Innovation HR Award initiative promoted by the firm De Luca
& Partners for the ability to plan combining competitiveness with the welfare of the
company and ifs human resources.
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Disclosures on the main risks and uncertainties faced by the

Company

The pursuit of the corporate mission and the Company’s results of operations,
financial position and cash flows are affected by various potential risk factors and
uncerfainties. The main sources of risk and uncerfainty are discussed in summary
form below.

Risk factors related to the Company

Risks related to the concentration of revenues in a small number of customers

As a result of the concentration of the Company’s clientele, any problem arising in
frading relationships with the Company’s main customers could have an adverse
effect on ifs financial position, results of operations and cash flows.

The Company's largest customers are Rai and the main MNOs [Mobile Network
Operators) in ltaly with whom it enters into framework agreements for tower rental
services, generally having a six-year ferm, with the commitment not fo phase out @
pre-defermined number of stations for a three-year period. Please note that there is
no certainty either that these relations will continue or that they will be renewed on
their natural expiry. In addition, even if these arrangements are continued and/or
renewed, there is no certainty that the Company will be able to keep turnover and/
or the current contractual ferms unaltered.

In addition fo the above, as a consequence of the concentration of ifs revenues the
Company is also exposed to the credit risk deriving from the possibility that its trade
counterparties will be unable to fulfil their obligations.

The interruption to relationships with its main cusfomers, the reduction in the
number of stations, the inability to renew existing agreements on expiry or the non-
performance by one of its frade counterparties could have a negative effect on the
Company’s business and ifs results of operations, financial position and cash flows.

Risks related to the New Service Agreement

Given the imporfance of the New Service Agreement with Rai to the Company’s
revenues, ifs financial position, results of operations and cash flows could suffer
negative effects if such agreement is ferminated — even in part — in advance, if the
levels of the confractual services are not complied with or if there are significant
increases in production costs (also as the result of measures taken by the competent
authorities) that are not absorbed by a corresponding increase in the fee payable
by Rai.

Risks related fo the expiry and renewal of the Rai concession

By decree of the President of the Council of Ministers of 28 April 2017, Rai was
esfablished as the exclusive concessionaire for the public radio, felevision and



multimedia service for the decade starting from 30 April 2017 to 30 April 2027.

The concession was renewed in accordance with article @ of law 26 October
2016, no. 198 (socalled Publishing Law) that, amending article 49 of legislative
Decree no. 177 of 31 July 2005 containing the Consolidated Act on audio-visual
and radio media services, established a new procedures for granting public radio,
television and multimedia concessions. If the concessionary agreement between the
ltalian government and Rai is terminated or not renewed on expiry, or if a renewal
is stipulated under terms and conditions that differ from those currently existing, there
could be material negative effects on the Company’s results of operations, financial
position and cash flows. There is a connection between the contractual relafionship
between the ltalian government and Rai and the contractual relationship between
Rai and the Company. As a result, the former has an effect on the latter. Pursuant
fo the Rai — Rai Way Service Agreement, the expiry and/or failure to renew the
concession is an instituional modifying event which entitles Rai to withdraw from
such by giving twelve months’ notice.

Risks related to the stipulation of a new service agreement between Rai and the
Ministry

At its meefing on 22 December 2017 the Council of Ministers made a final de-
cision on the National Service Contract between the Ministry of Economic Deve-
lopment (MISE] and Rai for the period 2018 — 2022, affer the expression, on 19
December 2017, of the opinion required from the parliamentary Commission for
general guidance and monitoring for radio and television services. Rai's Board of
Directors approved the fext of the Service Agreement on 11 January 2018, publi-
shed in the Official Journal on 7 March 2018.

Uncertainty persists however as to the technical specifications relafing to the provi-
sion of the Public Service.

Risks related fo the ownership and/or potential modifications of the frequencies
held by broadcasting customers

The Company is not and has never been the owner of frequencies, which are
normally assigned to its customers known as broadcasters, a category that also
includes national and local radio and felevision network operators of which also Rai
is part. The loss of ownership of frequencies on the part of broadcasting customers, in
whole orin part, and/or the modification of the frequencies assigned to broadcaster,
also including as a result of the planned process of reassigning the rights of use of
the frequencies in the ©94-790 MHz band, now used by broadcasters, to ferrestrial
bidirectional wide band mobile electronic communications services and the overall
redesign of the use of the frequency spectrum by national and local broadcasters,
could lead to a loss of customers for the Company or the redefinition of the scope of
services provided fo cusfomers, with negative effects on the Company's revenues,
as well as on its economic, financial and capital situation also for the effect of
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possible increases in costs and the investments that the Company could have to
make.

In particular, it is noted that pursuant fo the 2018 and 2019 budget laws, all the
frequencies assigned at national and local level for the ferritorial digital television
service must be released according to a specific timetable by 30 June 2022 and
the rights of use of the frequencies the national broadcasters hold at the date of entry
info force of this law will be converted into rights of use of fransmission capacity in
national multiplexes (MUX). Pursuant to AGCOM Resolution no. 39/19/CONS,
“National plan of assignment of frequencies to be destined fo ferrestrial digital
television service [PNAF)", it is required that national broadcasters are allocated
rights of use of fransmission capacity equivalent to 12 national multiplexes, of
which two are to be assigned through a payment procedure without competitive
increases fo be announced by 30 November 2019 by the Ministry for Economic
Development, in place of the current rights of use of frequencies on 20 multiplexes.
With reference to Rai, there is a connection between Rai's ownership of its frequencies
and the confractual relationship between Rai and Rai Way. Consequently, if
ownership of the frequencies were fo cease or be modified this would have an
effect on that contractual relationship. Pursuant to the New Service Agreement,
revocation of the availability of one or more frequencies (MUX) is an institutional
modifying event which entitles Rai to withdraw from such, also partially, by giving
twelve months' notice.

In relation fo the scenario indicated by the 2018 and 2019 budget laws and by
AGCOM Resolution no. 39/19/CONS, it is also highlighted that the impact of
a possible also partfial withdrawal by Rai from the New Service Contract could be
limited by the effects deriving from new services fo be offered to Rai in relafion to
network reconfiguration activities deriving from this process.

Risk related to the contractual and administrative structure of the Sites

Given the importance of Rai Way's network infrastructures for its business, negative
events affecting such infrastructure could have negative effects on the Company’s
resulfs of operations, financial position and cash flows.

In particular, among the potential risks relating fo the contractual and administrative
structure of the Sites is the risk that the agreements for the use of the Sites (other than
those wholly owned by Rai Way) on which the infrastructures are located will not
be renewed, with the resulting obligation for the Company to return the land used
in its original condition, or the risk that any renewals will not be obtained on terms
af least as favourable as those applicable at the balance sheet date, with resulting
negative effects on the profitability from managing the Sites and consequently on
the Company's results of operations, financial position and cash flows.

In addition, given the importance of the Company’s property, any changes in
existing taxes or the infroduction of new taxes could have a material effect on the
Company’s tax charge.




Risks related to Rai’s management and coordination activities

The Company is a member of the Rai Group and is subject fo the management
and coordination of the Parent Company pursuant fo arficles 2497 and following
of the ltalian Civil Code. Without prejudice to the above, the Company is capable
of working in conditions of operational aufonomy, to the extent appropriafe for a
listed company and in compliance with the best practices followed by listed issuers
and in any case with the rules for the proper functioning of the market, generating
revenues from ifs customers and using its own skills, technologies, human resources
and funds. In particular, Rai carries out its management and coordination activities
by the means described in the Management and Coordination Regulation which
became effective on the First Trading Day (19 November 2014) and aims on the
one hand to match the need for an informational link and functional interaction
underlying Rai's management and coordination activities and on the other to ensure
that Rai Way's status as a listed company leads fo its operational and financial
autonomy at all fimes.

In particular, Rai’s management and coordination activity does not have the general
character and is implemented exclusively through the following activities: (i) the
drafting by Rai of certain general rules designed to coordinate — fo the extent
possible and in accordance with the respective needs — the main guidelines for
the management of Rai and Rai Way; [ii) the requirement for Rai Way to inform
the Parent Company in advance before approving or executing, depending on the
case, any operations and/or fransactions, defermined and drawn up independently
within Rai Way, that are considered to be of particular significance and imporfance
with respect fo the strategic lines and planning of the operations of the Rai Group;
(iii) the communication by the Company fo Rai of the information necessary or useful
for management and coordination.

In no event does the Parent Company have any power of veto over any exiraordinary
operation that Rai Way may wish to perform or over the hiring or dismissal of
executives by the Company, which has full and exclusive decisional power over
matters of appointing or employing persons and setting their career paths.

Risks related to the powers of the ltalian government (golden powers)

The ability of the Company to adopt certain corporate resolutions or the acquisition
of certain equity investments in the Company by investors not resident in the
Furopean Union which are considered material for the purposes of control could be
limited by the special powers of the ltalian government (“golden powers”| granted
by Decree law no. 21 of 15 March 2012 converted with amendments info Law
no. 56 of 11 May 2012, which governs the government's special powers with
respect, inter alia, fo sfrategic assets in the communications sector, as identified by
article 3 of Presidential Decree no. 85 of 25 March 2014.
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Risks related to the Company's inability to implement ifs strategy or results of the

implementation of activities not in line with expectations

The inability of the Company fo successfully implement any of its strategies could
lead to negative effects on its business and on its results of operations, financial
position and cash flows.

Furthermore, owing fo the dynamic context in which the Company operates,
the applicable regulatory requirements, the uncerfainty surrounding exogenous
scenarios, the complexity of the reference business — also with reference to
infrastructural and fechnological aspects — activities put in place by the company
could have results not in line with expectations, with a negative impact on the
Company's results of operations, financial position and cash flows.

Risks related to key personnel

If the relationship between Rai Way and its key personnel ends, this could have
negative effects on the Company’s business and ifs results of operations, financial
position and cash flows.

The results achieved by Rai Way also depend on the confribution provided by
people having key roles within the Company and who — in cerfain cases — have
played a crucial role in developing the Company from the time of its establishment.
At the balance sheet date, all these persons considered key for the purposes of the
above are tied to the Company by permanent employment contracts.

Risks related fo the licensing agreement for the brand name “Rai Way”

The use of the name “Rai Way" by the Company is directly connected with the
confinuation in force of the Brand Transfer and Llicensing Agreement with Rai.
Although the name “Rai Way" does not have any specific importance for the purpose
of identifying a product or service, given the particular nature of the business the
Company performs, in the case of termination of the Brand Transfer and Licensing
Agreement for any reason, the Company’s right to use the name “Rai Way" would
cease and accordingly the Company would no longer be able fo use it and would
have fo change its corporate name.

Risks related to related party fransactions

The Company has had and continues to have relationships of a trading and
financial nature with related parties, and in particular with Rai and other companies
of the Rai Group. These relationships have allowed and continue to allow the
Company, depending on the case, to obtain benefits from the use of common skills
and services, the use of Group synergies and the application of unified policies in
the financial field; in the Company’s opinion these provide for ferms and conditions
in line with those of the market. Despite this, there is no cerfainty that if these
fransactions had been carried out with third parties, such would have negotiated
and sfipulated the relative agreements, or carried out the transactions, under the
same terms and conditions and by the same means.




Risks related fo financial and other covenants contained in the New loan Agree-

ment

On 15 October 2014 the Company entered into a New Loan Agreement with
Mediobanca, BNP Paribas, Intesa Sanpaolo and UBI Banca, which includes
general undertakings and financial and other covenants, also of a negative nature,
which although in line with market practice for loans of similar amounts and nature
could impose significant restrictions on its business. Further defails on this matter may
be found in the section “Current and non-current financial assets and liabilities” in
the notes to the financial statements.

Risks related to judicial and administrative proceedings and the possibility that the
Company's provision for risks and charges may not be adequate

Should the courts find against the Company in the principal court proceedings fo
which it is party and should the Company incur losses that are significantly higher
than the amounts provided in its financial statements, this could lead to negative
effects on its business and its financial position, results of operations and cash flows.
Without prejudice to these statements, the Company believes that the provisions
recognized in ifs financial statements at the balance sheet date are adequate.

Risks related to the takeover of the Company

Given the interest held by the controlling shareholder Rai and given the legislative
framework in which this exists, the Company cannot be taken over.

Risk factors related to the industry in which the Company operates

Risks related to obtaining administrative authorizations and/or to the fact that these
may be revoked

The failure by the Company fo obtain authorizations and permits or to obfain these
late, the delayed issue of such authorizations and permits or the issue of authorizations
and permits which only partially safisfy the Company's requests, together with the
revocation of these authorizations and permits, could have negative effects on
the Company's business and, consequently, on its results of operations, financial
position and cash flows.

Risks related to the effects of natural disasters or other force majeure events on
infrastructure

It is essential for the network to work properly if the Company is to conduct ifs
business and provide services to ifs customers. Although the Company believes
that its insurance coverage will adequately cover all the costs of any damage that
may be caused by natural disasters or force majeure events, and that in any case it
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has operating procedures that will come info play if such events should occur, any
partial or total damage to the Company's towers or, more generally, its Sites, and to
its main locations such as its Control Centre and regional centres, caused by natural
disasfers or other force majeure events, could hinder, or in certain cases prevent, the
Company from carrying out its normal operations and its ability to provide services
fo its customers, with possible negative effects on its business and on ifs results of
operations, financial position and cash flows.

Risks related fo the interruption of the activities of the technological and IT infra-
structures

To provide its services and, more generally, to carry out ifs activities, the Company
uses sophisticated infrastructure and computer technology, which by its nature is
prone to inferruptions or other malfunctions caused by, among other things, natural
disasters, prolonged electricity outages, process errors, viruses and malware, the
actions of hackers and security issues or failures of suppliers. The interruption of the
activities of the technological and IT infrastructures could have negative effects on
the Company’s business and on its results of operations, financial position and cash
flows.

Risks related to the maintenance and technological upgrading of the Company’s
Network

Rai Way's ability to maintain a high level of services depends on its ability to
maintain the proper operating condition of its infrastructure, which requires
substantial amounts of capital and longterm investment, included that related to the
technological renewal, optimization or improvement of its existing Network. The
Company'’s failure to maintain its Network or to infroduce technological changes to
the Neetwork on a timely basis could have negative effects on its results of operations,
financial position and cash flows.

The Company constantly monitors the proper operating condition of its Network,
developing projects designed to improve the level of ifs services and enhance the
infrastructure on the basis of the technologies applicable from time fo time.

Risks related fo technological change

The reference market in which Rai Way operates is characterized by constant
changes in the technology used for the fransmission and broadcasting of television
and radio signals, which leads to the requirement: (i) to constantly develop the skills
required for rapidly and fully understanding the needs of its customers, in order
fo develop its service offer on a timely basis with the aim of having a reputation
on the market as a full service provider; and [ii) fo provide constant training fo its
personnel.

Rai Way's inability fo identify and develop the technological solutions required to deal
with changes and future development on its markets of reference could have negative
effects on the Company’s results of operations, financial position and cash flows.




Risks related fo increased competition

Significant increases in competition in the secfors of activity in which the Company
operates — for example the entry into the Tower Rental market of players with notably
small dimensions and aggressive pricing — could have a negative impact on the
Company's results of operations, financial position and cash flows.

Risks related to environmental protection and electromagnetic radiation

The Company is subject to comprehensive regulation at national and EU level
aimed at the protection of the environment and health. Compliance with such
regulations and requirements, moreover, is one of the conditions for the eligibility
for and renewal of licenses and permits which the Company requires for the
installation and operation of equipment emitting electronic waves. Any breaches of
the applicable environmental rules could have negative effects on the Company’s
resulfs of operations, financial position and cash flows.

The Company places particular emphasis on complying with environmental
protection regulations and undertakes to be constantly updated in this respect, as
moreover affested by its 2008 ISO14001:2004 and 2011 OHSAS 18001:2007

certifications.

Risks related to the reference regulatory framework in relation to the business of the
customers of Rai Way

The Company’s business, as well as that of ifs customers, is subject fo a wide-ranging
regulafory regime, stfemming from both domestic and EU rules and requirements,
in particular with respect to administrative matters and environmental concerns, as
part of which imporfance is also assumed by the numerous legislative requirements
imposed by the competent authorities on the Company’s customers, by virtue of the
indirect effects which the failure of these customers to comply with such could have
on Rai Way's business. In particular, broadcasting customers and mobile telephone
operators which the Company hosts at its Sites are subject fo the legislation designed
fo protect persons and the environment from exposure fo magnetic fields.

Should any of Rai Way's customers be deemed to be in violation of these regulations,
they could be exposed to sanctions, including the shurdown of fransmission activities.
These interruptions could have negative effects on the Company's revenues and,
as a consequence, on its resuls of operations, financial position and cash flows.

Risks related o the possible decline in demand for services by customers

The Company provides integrated products and services fo ifts customers with an
approach geared towards full service hosting with the aim, on the basis of the
operating model adopted, of covering the entire fower hosting chain — from the
basic lease of equipment to all the services required to keep this in proper working
order and provide maintenance for this at the Sites. The possible decline in the
demand for the services carried out by Rai Way could have negative effects on the
Company’s results of operations, financial position and cash flows.
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Risks arising from stoppages and strikes

In carrying out ifs business the Company is subject fo the risk of strikes, stoppages
and similar action by its employees in connection with events or circumstances that
may not relate directly to the Company, but more generally to the Parent Company
or the Rai Group. However, with regard to services provided to Rai, which are
considered to be essential public services, the right fo strike may only be exercised
fo the extent of enabling indispensable services to be provided, also by virtue of
a trade union agreement of 22 November 2001 relafing fo the employees of the
Rai Group.

The decision by large numbers of employees to take part in strikes or industrial
action could have negative effects on the Company’s results of operations, financial
position and cash flows.

Risks related to global economic conditions

A possible decline by customers in the demand for the services carried out by Rai
Way arising from the persistence of the global economic and financial crisis could
have negative effects on the Company’s results of operations, financial position and
cash flows.

Financial risks

The Company may be exposed as a whole to the following financial risks:

e currency risk: currency risk was not significant in 2018 as the Company's ope-
rations are mainly concentrated in the European Union;

* inferest rate risk: inferest rafe risk arose mainly in 2018 from the medium-term
loan agreement entered with a syndicate of banks and divided into the fol-
lowing two credit facilities:

a ferm credit facility of up to € 120 million completely drawn down and
fully repaid on 30 July 2018;

an unused revolving credit facility of up to € 50 million, unused at 31
December 2018.

To limit the fluctuation of interest expense affecting the Company’s results and the

risk of a potfential increase in inferest rates, in accordance with its financial policy

the Company has entered info an interest rate swap agreement with two banks

fo hedge the variable interest rafe on this loan for a fofal notional amount of 50%

of the loan, equally allocated between the two banks. With the full and early

repayment during the financial year of the term loan, the relative IRSs have also
been terminated and therefore, as there is no longer an interest rate risk, there are

no active hedges for the this risk at 31/12/2018.

e the liquidity risk is connected with the Company’s ability to meet the com-
mitments arising mainly, af specific times during the financial year, from its
financial and tax liabilities. As indicated in the previous point, to meet these
commitments the Company has retained a revolving credit facility to be used




fo support net working capital and general needs where necessary. In fact, the
Company is able to satisfy its commitments through the cash generated from
operations.

A more detailed analysis may be found in the section of the Explanatory nofes
entiled “Financial risk management”.

Credlit risk

In respect of credit risk it should be noted that in addition to Rai, the Company's
main customers are public administration entfities, leading telephone operators and
various broadcasting companies that setile their obligations on a regular basis;
this situation enables the Company to state that at the present time there are no
particular risks connected with the failure fo collect ifs receivables other than those
discussed in the section of the notes entitled “Financial risk management”, to which
reference should be made for further defails.

Requirements in relation to privacy

In the financial year, the Company has complied with the provisions of EU Regulation

EU 679/2016 in force since 25 May 2018 and with the correlated implementing
ltalian Government decree no. 101,/2018.

Research and development

Rai Way's research, development and innovation activities are multidisciplinary
and aimed at identifying, checking and implementing ideal solutions for monitoring
and improving the broadcast and fransmission network, by collecting data and
analysing factors that influence the quality of the service provided to customers and
end users. To carry out these activities, Rai VWay makes use of collaboration with
Rai's Research and Technological Innovation Centre (CRIT).

In order to make the approach to innovation more structured, widespread and
effective, an ad hoc department dedicated to innovation and research was recently
esfablished fo prepare the Company for change, to acquire technological skills and
new ideas, and fo develop new services and new business capacities.

Within the framework of the innovation and research activities, Rai Way pursues
the objective of developing new services, processes, organizational models and
business models to ensure that the Company has a competitive advantage and is
appropriately positioned with regard fo the challenges linked to socalled disruptive
fechnologies.

With regard to the most significant initiatives of 2018, the experimentation acfivities
in cooperation with TIM, Fastweb and Huawei relating to 5G technology in the 3.7-
3.8 GHz band in the areas of Bari and Matera continue, also with the presentation
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of the user case relative to the HD television contribution through the 5G network
in order to make a practical contribution to the development of the demand for
innovative digital services.

During the financial year, Rai Way has also coordinated a significant and complex
technological scoufing activity to identify possible solutions for the realisation of
CDN services so as to guarantee high levels of QoE (Quality of Experiencel, also
from a point of view of ever-increasing infernet video and data fraffic both in terms
of users and of quality.

The Company has also initiated experimentation activities with an important partner
in the civil aviation sector in relation to "out of sight” drones, analysing the most
innovative technologies and services in this context with the objective to realise a
proof of concept (POC).

Relationships with Rai Group Companies

Relationships of a commercial and financial nature were maintained with the Parent
Company Rai - Radiotelevisione ltaliana; relationships with other companies of the
Rai Group were exclusively of a commercial nature. Further details may be found
in the section “Related party fransactions” in the Explanatory nofes to the financial
statements.

Transactions with related parties

Details of the transactions the Company carried out with related parties in the years
ended 31 December 2018 and 2017, identified on the basis of IAS 24 Related
Party Disclosures, are provided in the paragraph “Related party fransactions” (note

38).

Treasury shares

The Company does not hold any freasury shares or shares of the Parent Company,
and has not acquired or disposed of such, either directly or through a trustee
company or third party.

Events subsequent to 31 December 2018

There are no significant events to report.




Business outlook

The Company envisages the following for 2019:
*  q further organic growth in Adjusted EBITDA;
®  mainfenance investments in relation to core revenues in line with 2018 values.

Management and coordination

The Company is subject fo the management and coordination of Rai pursuant to
arficles 2497 and following of the ltalian Civil Code.

The key data of the Parent Company stated below in the summary form as required
by article 2497-bis of the ltalian Civil Code have been taken from the financial
statements for the year ended 31 December 2017. It should be noted that the
Parent Company Rai also prepares consolidated financial statements.

For a suitable and complete understanding of the financial position of Rai-
Radiotelevisione ltaliana S.p.A. at 31 December 2017 as well the result of the
Company for the year then ended reference should be made to the financial
statements which together with the auditors’ report are available in the form and
means prescribed by law.
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RAI SpA - Financial statements at 31/12/2017
Summary report of key figures

Balance sheet at 31 December 2017

Financial year at

(in thousand of Euro) 31 December 2017

Tangible assets 877,147
Infangible assets 435,721
Equity investments Q19,241
Non-current financial assets 4,586
Other non-current assets 8,420
Total non-current assets 2,245,115
Inventories 187
Trade receivables 293,014
Current financial assets 172,046
Current income tax receivables 19,506
Other current receivables and assets 95,647
Cash and cash equivalents 170,900
Total current assets 751,301
Total assets 2,996,416
Share capifal 242,518
Reserve 587,181
Retained eamings (losses) (21,304)
Total shareholders' equity 808,395
Non-current financial liabilities 372,825
Employee benefits 457,462
Provisions for non-current risks and charges 156,203
Deferred tax liabilities 47,809
Other non-current payables and liabilities 1,969
Total non-current liabilities 1,036,268
Trade payables 550,891
Provisions for current risks and charges 0
Current financial liabilities 151,161
Current income fax payables 29,959
Other current payables and liabilities 419,742

Total current liabilities 1,151,753

Total liabilities 2,188,021

Total shareholders’ equity and liabilities 2,996,416
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Comprehensive income statement

Financial year at
31 December 2017

(in thousand of Euro)

Revenues from sales and services 2,414,641
Other revenues and income 29,280
Purchase costs for consumables (11,1006)
Costs for services (1,300,494)
Other costs (46,335)
Personnel costs (888,665)
Amortisation and depreciation (289,802)
Provisions (4,852)

Total costs (2,541,254)

Operating result (97,334)
Financial income 87,044
Financial charges (14,176)
Result of equity investments valued with the equity method (490)

Result before taxes (24,956)

Income taxes 30,484

Result for the financial year - Profit (loss) 5,528

Components of the comprehensive income statement 3,398

Overall result for the financial year 8,926

41




42

Following the admission to frading and listing of the Company’s shares, Rai
continues fo exercise control pursuant to arficle 93 of the Consolidated Finance
Act and exercise management and coordination activities with respect to Rai Way.
In the Company’s opinion though, although it is subject to the management and
coordination of Rai, it works in conditions of operational autonomy, generating
revenues from ifs customers and using its own skills, technologies, human resources
and funds. On 4 September 2014, the boards of directors of Rai and Rai Way,
fo the extent of their competence, approved the Management and Coordination
Regulation of the Parent Company with respect to Rai Way in a manner completely
different from that of the other companies of the Rai Group subject to management
and coordination by Rai.
This Management and Coordination Regulation, which became effective on the
date on which trading began in the Company’s shares, aims on the one hand to
mafch the need for an informational link and functional interaction underlying Rai's
management and coordination activities and on the other to ensure that Rai Way's
status as a listed company leads fo its operational and financial autonomy af all
fimes.

Rai mainly performs its management and coordination activities with respect to Rai

Way in the following manner:

(a) the drafting of cerfain general rules designed to coordinate — to the extent
possible and in accordance with the respective needs — the main guidelines
for the management of Rai and Rai Way;

(b) the requirement for Rai Way to inform the Parent Company in advance before
approving or executing, depending on the case, any operations and/or fran-
sactions, determined and drawn up independently within Rai Way, that are
considered fo be of particular significance and importance with respect fo the
strategic lines and planning of the operations of the Rai Group;

(c) the requirement for Rai Way to provide certain information necessary in accor-
dance with the regulation and general operational guidelines.

Set out below are details of the relationships between Rai and Rai Way after the

date on which trading began in the Company’s shares and the resulting application

of the regulation:

- Strategic planning (budget and business plan). The Board of Directors
of Rai Way is independently responsible for drawing up and approving the
Company’s longterm strategic plans, business plans and financial plans, as
well as its annual budgets, and Rai's coordination consists mainly of providing
Rai Way with guidelines for the sole purpose of compliance with the Parent
Company's financial covenants — where relevant — and requirements deriving
from the concession of the Public Service granted to Rai.

- General management guidelines. Rai's dufies include the drafting,
through its organization, of general operational guidelines in order to unify the
procedures of Rai and Rai Way, maximizing possible synergies and reducing




the costs incurred. These objectives can be pursued by centralizing cerfain
services, arranging for common procurement of supplies and adopting the Rai
Group's standard documents and procedures.

Extraordinary operations. Rai will have no power of veto over Rai
Way's extraordinary operations. In accordance with regulations in force at
the time regarding the acquisition, management and use of privileged infor-
mation (price sensitive information] and market abuse, Rai Way will be requi-
red fo provide prior information to Rai regarding certain specific operational
activities and transactions, determined and drawn up independently by Rai
Way, which assume parficular significance and importance, having regard
in particular fo the strafegic lines, projects and planning of the Rai Group's
operations. The Parent Company’s Board of Directors will be able to formulate
comments and observations whenever it believes that the approval or execu-
tion by Rai Way of the significant operation is inconsistent with the strategic
lines, initiatives and projects drawn up by Rai, or else is liable to jeopardize
uniform management of the Group. It is understood that Rai Way shall be
entitled o assess such comments and observations without any requirement to
comply with them.

Communication of information. Without prejudice to the preceding,
the Company will continue to report to the Parent Company, on a periodic
basis, all the information that may be necessary or useful for performing mo-
nagement and coordination in accordance with the regulation, including the
information required fo prepare ifts consolidated financial statements pursuant
fo art. 43 of legislative Decree no. 127 of @ April 1991, its management re-
port pursuant fo art. 2428, paragraph 1, of the ltalian Civil Code, as well as
its periodic disclosures pursuant to art. 2381, paragraph 5, of the Italian Civil
Code. Without prejudice fo the above, Rai Way is responsible and bound to
comply on an autonomous basis with all the requirements to provide continuous
and periodic disclosures to the public and CONSOB.

Personnel and remuneration policies. Rai VWay has exclusive respon-
sibility for every decision regarding the appointment and hiring of the Com-
pany’s personnel and executives, the management of employment relationships
and the establishment of remuneration policies, including sefting the career
paths and implementing the appraisal and incentive systems for executives, in
respect of which Rai has no power of veto. The Parent Company may adopt
specific procedures, which will also be autonomously implemented by Rai
Way, directed solely towards compliance with transparency and non-discri-
minafory criferia which must be a distinct feature, among other things, of the
procedures for appointing and hiring the personnel.

Treasury relationships. Roi \Way no longer has a centralized treasury
relationship with Rai and has its own autonomous treasury. The Company has
the competence and responsibility for drawing up and approving ifs financial
policy, including risk management and liquidity management policies.
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In addition, the Company has a Control and Risks Committee, which also carries out
the functions of the Related Party Committee, and a Remuneration and Appointments
Committee whose members are exclusively independent directors under the criteria
esfablished by article 148, paragraph 3 of legislative Decree no. 58/1998, the
Corporate Governance Code of Borsa ltaliana S.p.A. and art. 16 (formerly art.
37) of CONSOB's Market Regulations. The Company has a Board of Directors, the

maijority of whose members are independent directors.

Report on corporate governance and ownership structures

The Report on Corporate Governance and Ownership Structures that has been
prepared pursuant to article 123-bis of the Consolidated Finance Act may be
consulted on the Company's website www.raiway.it.

Declaration of a non-financial nature

The Company, as an Entity of Significant Public Interest (EIPR), drafts and presents
the “Declaration of a nonfinancial nature”, in the form of a "separate report”,
as established by art. 5 Presentation of the declaration and publicity regime of
legislative Decree 254/2016 regarding the communication of nondinancial
information and information on diversity by certain large companies and groups.
The aforementioned Declaration is accompanied by the report (certificate) issued
by the auditor appointed in accordance with art. 3, paragraph 10, of legislative
Decree no. 254/2016.

It is published on the website www.raiway.it.

Rome, 14 March 2019

On behalf of the Board of Directors
The Chairman
Raffaele Agrusti
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INCOME STATEMENT AT 31 DECEMBER 2018 (*)

Rai Way S.p.A.
(Amounts in Euro) Ng:es 12 months at 12 months at
31/12/2018 31/12/2017
Revenues 6 217,726,975 216,195,849
Other revenues and income 7 146,561 795,806
Purchase of consumables 8 (956,270) (1,341,110)
Cost of sevices 9 (50,324,789) (50,946,605)
Personnel costs 10 (46,070,318 (47,138,671)
Other costs 11 (3,414,376) (3,802,454)
Bad debt provisions (** *) 12 (324,320) (933,940)
Depreciation, amortisation and other writedowns 13 (32,926,369) (33,565,288)
Provisions 14 (71,378) 2,097,605
Operating profit (EBIT) 83,785,716 81,361,192
Financial income 15 3,467 75,106
Financial expenses 15 (1,240,582) (1,686,765)
Total net financial income (expenses) (1,237,115) (1,611,659)
Profit before income taxes 82,548,601 79,749,533
Income taxes 16 (22,803,038) (23,486,305

COMPREHENSIVE INCOME STATEMENT AT 31 DECEMBER 2018

Rai Way SpA
(Amounts in Euro) Notes 12 months at 12 months at
) 31/12/2018 31/12/2017

Net income 59,745,563 56,263,228
ltems that will be recognised in the income
statement
Profit/(Loss) on cash flow hedge instruments 19 46,930 29,100
Tax effect (13,370) (8,2906)
ltems that will not be recognised in the
income statement
Acuarial Profit / (Loss) for employee benefits 29 434,334 497 347
Tax effect (104,240) (119,363)

[*) Statement drawn un in compliance with Infernational Financial Reporting Standards, issued

by the International Accounting Standards Board and adopted by the Europen Union (“IFRS”).

[**) The notes refer only to the items commented upon in these Explanatory Notes.

[***) At 31 December 2017 the balance of this item was in Depreciation, amortisation and write-
downs.
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BALANCE SHEET AT 31 DECEMBER 2018 (*)
Rai Way SpA

(Amounts in Euro)

Non-current assets
Property, plant and equipment
Infangible assets
Non-current financial assets
Deferred tax assets
Other non-current assefs

Total non-current assets

Current assets
Inventories
Trade receivables
Other current receivables and assets
Current financial assefs
Cash and cash equivalents
Current tax receivables

Total current assets

Shareholders' equity
Share capital

legal reserve

Other reserves
Retained earnings

Total shareholders' equity

Non-current liabilities
Non-current financial abilities
Employee benefits

Provisions for risks and charges

Other non-current payables and liabilities

Total non-current liabilities

Current liabilities
Trade payables
Other current payables and liabilities
Current financial liabilities
Current tax payables
Total current liabilities
Total liabilities and net equity

Notes

22
23
24
19
26
25

27

28

19
29
30
40

31
32

33

12 months at

180,938,014
12,895,551
1,659
3,321,454
1,318,238
198,474,916

885,928
71,467,219
5,833,934
54,729
17,193,515
62,196
95,497,521

70,176,000
14,035,200
37,078,970
59,531,790
180,821,960

428,229
15,092,129
16,958,323

311,633
32,790,314

45,585,065
33,939,063
257,038
578,997
80,360,163
293,972,437

12 months at
31/12/2018 31/12/2017

188,686,465
11,188,738
53,846
2,164,488
355,671
202,449,208

892,161
71,955,278
5,358,860
146,453
55,895,135
7,656
134,255,543

70,176,000
12,160,733
37,045,410
57,007,959
176,390,102

30,606,438
16,443,209
15,984,523

63,034,170

37,690,502
28,900,689
30,279,531
409,757
97,280,479
336,704,751

[*) The balance-sheet was drawn up in compliance with International Financial Reporting Standards,
issued by the International Accounting Standards Board and adopted by the European Union (“IFRS),

[**) Notes refer only to items commented in these Explanatory notes.
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CHANGES IN SHAREHOLDERS' EQUITY (*)

Rai Way S.p.A.

(Amounts in Euro)

At 1 January 2015
Comprehensive income for the period
Cains and losses from actuarial assessment
Allocation of profit to reserves

Distribution of dividends

At 31 December 2015
Comprehensive income for the period
Cains and losses from actuarial assessment
Cash flow hedge reserve
Allocation of profit to reserves

Distribution of dividends

At 31 December 2016
Comprehensive income for the period
Gains and losses from actuarial assessment (* *)
Cash flow hedge reserve (**)
Allocation of profit to reserves

Distribution of dividends

At 31 December 2017
Comprehensive income for the period
Gains and losses from actuarial assessment (* *)

Profits and losses brought forward before
adoption of IFRS

Cash flow hedge reserve (***|

Allocation of profit fo reserves

Distribution of dividends

At 31 December 2018

Share capital

70,176,000

70,176,000

70,176,000

70,176,000

70,176,000

Legal reserve

6,890,612

1,232,289

8,122,901

1,947,117

10,070,018

2,090,715

12,160,733

1,874,467

14,035,200

Other reserves

37,078,970

37,078,970

(54,364)

37,024,606

20,804

37,045,410

33,560

37,078,970

Retained

earnings
39,644,818
38,942,336
94,162
(1,232,289)
(33,564,800)

43,884,226
41,814,299
(537,146)

(1,947,117)
(38,950,400)

44,263,862
56,263,228
377,984

(2,090,715)
(41,8006,400)

57,007,959
59,745,563
330,094

(570,159)

(1,874,467)
(55,107,200)

59,531,790

153,790,398
38,942,336
94,162

(33,564,800)

159,262,096
41,814,299
(537,146)
(54,364)

(38,950,400)

161,534,486
56,263,228
377,984
20,804

[41,8006,400)

176,390,102
59,745,563
330,094

(570,159)
33,560

(55,107,200)
180,821,960

[*) The statement was drawn up in compliance with Infernational Financial Reporting Standards, issued by the International Accounting Standards Board

and adopted by the European Union (“IFRS”).

[**) These items are listed net of relative tax effects.

[***) At 31 December 2017 the balance of this item was in Depreciation, amortisation and write-downs.
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CASH-FLOW STATEMENT (*)
Rai Way SpA

(Amounts in Euro)

Profit before income taxes

Adjustments for:
Depreciation, amortisation and write-downs
Provisions and [releases of) personnel and other funds
Net financial (income|/expenses (**)
[Refained earnings)/Losses carried forward - IFRS firsHime adoption
Cash-flows generated by operating activities before changes in net working capital

Change in inventories
Change in frade receivables
change in trade payables
Change in other assefs
Change in other liabilities
Use of risk fund
Payment of employee benefits
Change in current tax receivables and payables
Paid taxes
Net cash flow generated by operating activities

Investments in property, plant and equipment
Disposals of property, plant and equipment
Investments in infangible assets
Disposals of intangible assets
Change in non-current financial assefs
Business combination
Change in other non-current assefs
Inferest received
Net cash flow generated by investment activities

Decrease/increase in medium/longterm loans
Decrease/increase in current financial liabilities
Change in current financial assets
Inferest paid
Dividend paid
Net cash flow generated by financing activities
Change in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents of newly consolidated companies
Cash and cash equivalents at the end of the period

12 months at
31/12/2018

82,548,601

33,250,689
3,953,595
1,030,894

(761,128)

120,022,651

6,233
163,739
7,894,563
(432,995)
2,741,305
(895,432)
(3,180,436)
340,855
(21,644,365)
105,016,118
(23,988,839)
105,205
(3,001,097)

52,187

(962,567)
3,467
(27,791,644)

(60,158,603)
(22,493)
91,724
(729,522)
(55,107,200
(115,926,094)
(38,701,620)
55,895,135

17,193,515

12 months at
31/12/2017

79,749,533

34,499,228
293,241
1,409,898

115,951,900

27,793
(5,747 ,544)
(5,029,969)

([656,663)
(5,411,458)
(1,319,040)
(3,985,509

(50,765)
(23,130,432)
70,648,313
(14,853,503)
134,284
(1,418,935)

36,583

58,313
(7,407,098)

17

75,106

(23,375,233)

(30,154,277)
(263,415)
78,579
(938,697)
(41,799,017)
(73,076,827
(25,803,747)
81,309,420
389,462
55,895,135

(*) This statement was drawn up in compliance with International Financial Reporting Standards, issued by the International Accounting

Standards Board and adopted by the European Union (“IFRS").

(**) The item Net financial revenues and (charges) do not include financial charges relative to the decommissioning and restoration fund as

they are not considered to be of a financial nature.
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Notes to the financial statements
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Introduction (note 1)

Rai Way S.p.A. (hereinaffer “Rai Way" or the “Company”) prepares, in relation to
the provisions of legislative Decree no. 38 of 28 February 2005, these financial
statements for the year ended 31 December 2018 and compared with the figures
at 31 December 2017 (hereinafter the “Financial Statements”) in accordance with
Infernational Financial Reporting Standards (hereinafter “IFRS” or “international
accounting standards”), issued by the International Accounting Standards Board
(hereinaffer “IASB”) and adopted by the European Commission according to the
procedure set ouf in art. 6 of [EC) Regulation no. 1606,/2002 of the European
Parliament and Council of 19 July 2002. The term IFRSs also includes all international
accounting standards (“IAS”) and all interpretations of the Infernational Financial
Reporting Inferpretations Committee (“IFRIC"] previously called the Standard
Interprefations Committee (SIC). For drafting these Financial Statements the Company
has provided complefe information, applying IFRS consistently, furthermore making
the necessary reclassifications in order fo improve the presentation of the Financial
Statements. These reclassifications have also been made to the comparison figures
fo ensure that the figures are fully comparable.

It is noted that from 1 January 2018, the accounting standards IFRS @ “Financial
Instruments” (hereinafter “IFRS 9”) and IFRS 15 “Revenue from Contracts with
Customer” (hereinafter “IFRS 15") became applicable. In relation fo these, the
Company has availed itself of the option fo record the effect of the retrospective
redetermination of the values in the shareholders' equity at the beginning of the
current financial year whose effects deriving from the first application are illustrated
in the paragraph “Effects deriving from the first application of accounting standards
IFRS @ and IFRS 15"

It is also noted that on 1 March 2017 the Company acquired the company Sud
Engineering S.rl., which operates in the radio and television system mainfenance
and installation sector, with the subsequent merger on 20 June 2017, with the legal
effects starting from 22 June 2017 and accounting and tax effects dated back
to 1 March 2017. The aim of the merger was fo simplify the current corporate
structure where Sud Engineering S.r.l. was the only subsidiary of Rai Way S.p.A.,
so Rai Way S.p.A. could carry out Sud Engineering’s activities on a direct basis,
thereby improving the economic, management and financial effectiveness. Since
the Company held the entire share capital of Sud Engineering S.1.l., it did not assign

- in accordance with arficle 2504+er of the Civil Code - its shares fo replace the

shares of Sud Engineering, which were therefore cancelled after the merger without
a share swap or payment of the balance in cash. The merger did not change the
shareholding structure of the Company or exclude its shares from being listed. With
respect fo the fax aspects, the merger operation is fiscally neutral and therefore
did not generate fiscally significant capital losses or capital gains. The assefs
and liabilities of Sud Engineering were included in the financial statements of the
Company on a fiscal continuity basis in accordance with article 172, paragraphs
1 and 2 of the Consolidated Income Tax Act.



s

It is also noted that the deficit generated in the intangible assefs as part of the
merger with the company Sud Engineering was allocated, with the consent of
the Board of Statutory Auditors, to “Goodwill” and “Cusfomer portfolio - business
combination fransactions”.

In accordance with international accounting standards, intangible fixed assets
with an indefinite useful life, such as goodwill, are not subject to amortisation but
fo an annual impairment fest as required by IFRS 36. The natural consequence
of the different statutory/accounting and tax regime (where, in the second, the
principle of neutrality and therefore of irrelevance of recognised values applies) is
the occurrence of a misalignment between accounting and fax values.

With the objective of absorbing the misalignments and differences arising following
extraordinary fransactions, the Company has opted for the “ordinary” redemption
freatment pursuant to art. 176, paragraph 2-ter of the Consolidated Income Tax Act
as required by our fax system which allows the transferee (incorporating) company
fo fiscally recognise (realigning them) the main values in the financial statements
in the confext of the above-mentioned transactions, eliminating or reducing this
misalignment with statutory values following the payment of a subsfitute tax.

General Information (note 2)

Rai Way S.p.A. is a Company incorporated, domiciled and organized under the

laws of the Republic of ltaly, with registered office in Via Teulada 66, Rome.

The Company, which was incorporated on 27 July 1999, has been operational

since 1 March 2000 following the contribution of the "Transmission and Broadcasting

Division" business unit by its sole shareholder Rai Radiotelevisione ltaliana S.p.A.

(hereafter “Rai”).

Rai VWay owns and manages the transmission and broadcasting networks of the Rai

signal. The Company's activities are as follows:

e the design, installation, construction, maintenance, implementation, develop-
ment and management of telecommunications networks and software, as well
as the preparation and operation of a commercial, distribution and assistan-
ce nefwork; these operations are aimed af the provision of services for the
fransmission, distribution and broadcasting of audio and visual signals and
programs in favour of Rai, which is the concessionaire of ltalian public radio
and television broadcasting services, and of its subsidiaries, as well as of third
parties, and of telecommunications services of any kind;

e the provision of wireless infrastructures and related services to wireless ope-
rators (including telephone operators, local loop wireless operators, TETRA,
UMTS and other existing or future mobile technology operators|, including the
leasing of sites/cerials and colease services, builHo-suit services, network
programming and design, site research and acquisition, site design and con-
struction, site installation and commissioning, network optimization, infrasfructu-
re maintenance, network operation and maintenance and related microwave
or fibre transmission services;
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® research, consulting and training activities for people both inside and outside
the Company, in the areas described in the two paragraphs above.

Summary of Accounting Principles (note 3)

The main accounting principles and policies applied by the Company in preparing
these financial statements are set out in the following.

Basis of Preparation

The financial statements have been prepared on a going concern basis, as the
Direcfors have verified that there are no indicators of a financial, operational or
other nature that may suggest critical issues connected with the Company's ability
fo meet its obligations in the foreseeable future, and in particular over the next 12
months. The means by which the Company manages financial risks is included in
the section “Financial risk management”.
The financial statements have been prepared and are presented in Euro, the
currency of the prevalent economic environment in which the Company operates.
All amounts stated in this document are expressed in thousands of Euro unless
otherwise sfafed and the financial statements are expressed in Euro.
The following is a summary of the primary financial statements presented and the
classification policies selected by the Company from the options available in IAS 1
Presentation of Financial Statements:
* statement of financial position prepared by classifying assets and liabilities on
a “current/non-current” basis;
an income statement prepared by classifying operating costs by their nature;
® a sfatement of comprehensive income which in addition to net profit for the
year includes other changes in the equity accounts arising from fransactions not
carried out with the Company’s shareholders;
®  acash flow statement which has been prepared by presenting cash flows from
operating activities using the “indirect method”.
The Financial Statements have been prepared under the conventional historical cost
criterion, other than for the measurement of financial assets and liabilities which are
required to be measured at fair value.

Translation of transactions in a currency other than the functional currency

Transactions in a currency other than the Euro are translated at the exchange rate
at the fransaction date. Any foreign exchange gains or losses on the assets or
liabilities in currency arising from the closing of the fransaction or from translation af
the balance sheet date are recognized in profit or loss under the items “Financial
income” and “Financial expenses”.

Accounting policies

The most significant accounting standards and evaluation criteria for the preparation




of financial statements are briefly described below. They are unchanged from those
used for the 2017 financial year with the exception of the application date, on
1 January 2018, of the new IFRS 9@ and IFRS 15 accounting standards, whose
first application effects are illustrated in paragraph “Effects deriving from the first
application of accounting standards IFRS 9 and IFRS 15",

Property, p/anf and equipment

Property, plant and equipment is measured at purchase cost including all the directly
affributable accessory costs required to make the asset ready for use. If the Company
has the obligation to dismantle and remove assets and restore the sites at which it
has operated fo their original condition, the carrying amount of items of property,
plant and equipment also includes the estimated costs, discounted as necessary,
that it will incur on decommissioning the facilities, with a counter-entry being made
fo a specific provision. Any borrowing costs directly affributable to the acquisition,
construction of production of property, plant and equipment are capitalized and
depreciated over the useful life of the asset to which they refer.

ltems of property, plant and equipment are depreciated sysfematically on a straight-
line basis over an assef's economic and technical useful life, meaning the estimated
period for which the Company believes the asset will be used, starting from the time
it becomes available for use. If ifems of property, plant and equipment are made
up of several significant components, depreciation is charged for each separate
component. The depreciable amount consists of the carrying amount less any residual
value, being the amount the Company expects to obtain on selling an asset at the
end of its useful life, provided that this amount is significant and can be reasonably
determined. Land is not depreciated even if acquired together with a building.
Costs incurred for routine and/or periodic maintenance and repairs are expensed
as incurred. Expenditure on extending, modermizing or improving structural items
owned or used by third parties are capitalized to the extent this responds to the
requirements for being separately classified as an asset or part of an asset. Assets
recognized as leasehold improvements are depreciated over the shorter of the
contract term or the assef’s specific useful life.

The indicative estimated useful lives of the different categories of property, plant and
equipment are as follows:

Asset category Useful life (years)

Buildings 10-17
Plant and machinery 4-12
Production and commercial equipment 5=7
Other assets 4-8

The useful lives of assets are reviewed and revised, where necessary, at least at the
end of every year.
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Intangible assets

Infangible assets are identifiable assefs without physical substance that are confrolled
by the Company and able to produce future economic benefifs. The requirement
fo be identifiable is generally met when the intangible asset arises from a legal or
confractual right or can be sold or licensed separately or as part of other asses.
Confrol consists in the Company's power fo obtain the future economic benefits
flowing from the asset together with the possibility of preventing or restricting the
access of others fo those benefits.

Infangible assets are recognized at cost, defermined using the criteria stated for
property, plant and equipment.

Infangible assets with a finite useful life are systematically amortized over their
useful lives, meaning the estimated period during which they will be used by the
Company. The Company uses the same approach to determine the amortizable
amount and the recoverability of the carrying amount described for “property, plant
and equipment”. Infangible assets with an indefinite useful life (Goodwill] are not
automatically amortised but at least annually undergo the impairment test as required
by IAS 36. Any write-downs for these assets cannot be subsequently recovered.

Impairment of property, plant and equipment and intangible assets

Testing is carried out at each balance sheet date to assess whether there is any
indication that a property, plant and equipment or intangible asset may be impaired.
Infernal and external sources of information are used to make this assessment. The
following are considered for the former (internal sources): the obsolescence or
physical deferioration of an asset, any significant changes in the use of an asset
and the economic performance of an assef compared fo that expected. For external
sources the following are considered: changes in the market price of an assef, any
technological, market or legislative discontinuities, changes in market interest rates
or in the borrowing costs used fo value the investments.

If the presence of such indicators is identified, an estimate is made of the recoverable
amount of the assefs, with any impairment loss compared o book value being
recognized in profit or loss. The recoverable amount of an asset is the higher of its
fair value less costs to sell and its value in use, with the latter being the present value
of the future cash flows expected to be derived from the asset. In calculating value
in use, the expected future cash flows are discounted using a pretax discount rafe
that reflects current market assessments of the time value of money over the period
of the investment and the risks specific fo the asset. If an asset does not generate
cash flows that are largely independent, the recoverable amount is determined for
the cash-generating unit (CGU) to which that asset belongs, meaning the smallest
identifiable group of assefs that generates independent cash flows.

An impairment is recognized in the income statement when the book value of the
asset or the relevant CGU to which it is allocated is higher than its recoverable
value. Reductions in value of CGUs are recorded against the respective assefs in
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proportion fo their book value and within the limits of the recoverable value thereof.
If the conditions for an impairment previously recognized no longer exist, the assef's
book value is restored and recorded in the income statement, within the limits of the
net accounting value that the asset would have had if the reduction had not been
made and if the relevant amortization had been performed.

Cash and cash equivalents

Cash and cash equivalents consist of, cash, deposits on demand and financial
assets with an original maturity date of up to Q0 days, readily convertible into cash
and subject fo an immaterial risk of a change in value.

Receipts are recognized as per the date of the bank transaction, while payments
also fake info account the order date.

Inventory

Inventories of raw materials, ancillary materials and consumables, mostly technical
materials, are measured af the lower of cost, determined on a weighted average
cost basis, and market value at the balance sheet date. Stocks of raw materials,
ancillary materials and consumables that can no longer be used in the production
cycle are written down.

Work in progress, typically relating to the adaptation of the transmission and
broadcasting network to the requirements of Rai under the “Agreement for the
provision of fransmission and broadcasting services” (hereafter the “2000-2014
Service Agreement”] entered with Rai on 5 June 2000 and valid, in the version
subsequently supplemented and amended on several occasions, until 30 June 2014
and renegotiated on 31 July 2014 with effect from 1 July 2014 (reference should
be made to the paragraph Related party fransactions - note 38 for this matter), are
measured on the basis of the costs incurred in relation to the progress of the works,
determined using the method of the cost incurred (costto-cost).

Trade receivab/es, other financial assets and other assets

Taking account of their confractual characteristic and the business model adopted
for their management, frade receivables, financial assets and other assefs are
classified under the following categories: (i) financial assets valued at amortised
cost; (ii) financial assets valued af fair value through other comprehensive income;
(iii) financial assets at fair value through profit or loss.

If they exclusively generafe contractual cash flows representative of capital and
inferest and if managed according to the business model whose objective is fo hold
the asset to receive the above-mentioned cash flows, trade receivables, financial
assefs and other assets are initially recognised at adjusted fair value net of directly
affributable transaction expenses and subsequently valued with the amortised cost
criterion on the basis of the method of effective interest rate (or the rate that makes
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the actual value of expected cash flows and recognition value equal at the initial
recognition time), suitably adjusted for any impairments, through the recognition of
a provision for bad and doubtful debts.

Trade receivables, financial assets and other assefs having the above-mentioned
contractual characterisfics, if managed according fo a business model whose
objective is both to hold the asset to benefit from the confractual cash flows
represented by the repayment of capital and of interests accrued and fo realise
investments through disposal, are subsequently valued at fair value through other
comprehensive income.

Financial assefs whose contractual cash flows are not representative solely of the
payment of capital and interests, are valued at fair value through profit or loss with
the exception of financial derivatives designed as hedge for financial flows that are
valued at fair value through other comprehensive income.

Trade receivables, other financial assets and other assets are classified as current
assets, other than those having a confractual setlement date of more than twelve
months after the balance sheet date which are classified as non-current asses.

Impairment of financial assets

At each of the financial statements reference dates, all financial assets other than
those valued at fair value through profit or loss are analysed to ascertain if there is
objective evidence that a financial asset or group of financial assets has suffered or
might suffer an impairment according to the “expected loss” model.

The Company values expected losses on frade receivables in relation to their
overall duration on the basis of the weighted estimate of the probability that such
losses might occur. To this end, the Company uses information and quantitative
and qualitative analyses, based on historical experience, suitably integrated with
provisional valuations with regard fo the expected development of circumstances.
losses are measured as the actual value of all the differences between financial
cash flows confractually due and cash flows that the Company expects to receive.
The discount is implemented by applying the financial asset's effective interest rafe.
For assets other than trade receivables (financial assets, other assets, cash and cash
equivalents), the Company estimates losses on a temporary basis corresponding
with the duration of each financial instrument if the credit risk (or default risk along
the expected life of the financial instrument) has increased significantly from the date
of initial recognition. For financial assets represented by debt securifies fo which a
low credit risk was assigned at the reference date of the financial statements, losses
are esfimated on a fime period of 12 months. In line with the Parent Company, the
Company considers that debt securities have a low credit risk when the rating is
equivalent or higher fo at least one of the following: Baa3 for Moody's, BBB- for
Standard&Poor’s and Fitch.

To determine if the credit risk of a financial asset other than trade receivables has
significantly increased affer the initial recognition, the Company uses all relevant
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and reasonable information that is adequately supported and available without
excessive expense or effort.

Impairment losses relative fo financial assets are recorded separately in the income
statement.

If the impairment value of an asset recognised in the past is reduced, and the
decrease can be objectively linked to an event occurred affer the recognition of
impairment, this is credited again fo the consolidated income statement.

Derecognition of financial assets and liabilities

Financial assets are derecognised when they meet one of the following conditions:

e the confractual right to receive cash flows from the asset has expired;

e the Company has essentially transferred all risks and benefits linked to the
asset, disposing of its rights to receive cash flows from the asset or assuming a
confractual obligation to pay cash flows received to one or more beneficiaries
linked fo the asset by a confract in compliance of the requirements of IFRS @
("pass through fest");

e the Company has not essentially transferred nor refained all risks and benefits
linked to the financial asset but has surrendered its control.

Finance and operating leases

IAS 17 “leases” defines a finance lease as a lease that transfers substantially all
the risks and rewards incidental to ownership of an asset to the lessee, regardless
of whether fifle is fransferred fo the lessee at the end of the lease term. A lease is
therefore classified as a finance lease when it transfers substantially all the risks
and rewards typically associated with ownership of an asset from the lessor fo the
lessee.
More specifically, under IAS 17 a lease that has cerfain specific features must be
classified as a finance lease and accounted for as if it were a loan granted by the
lessor even though title to the leased asset remains with the lessor. The classification
of a lease as a finance lease or as an operating lease therefore depends on the
substance, rather than the form, of the lease.
In further detail, in accordance with IAS 17, the lessor in a finance lease recognizes:
® in the statement of financial position a financial receivable equal to the present
value of the minimum lease payments due fo the lessor, determined by ap-
plying a constant periodic rate of inferest, rather than the assets of which he is
the formal owner;
® in the statement of comprehensive income the interest accruing on the financial
receivable over time.
leases where the lessor keeps substantially all the risks and rewards incidental to
ownership are classified as operating leases. lease payments under an operating
lease are recognized as an expense on a siraightline basis over the lease ferm.
When classifying a lease of land and buildings, the land and buildings are
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considered as separafe elements to defermine whether each has been acquired
under a finance lease or as an operating lease.

Financial liabilities

Financial liabilities are initially recognized at fair value excluding any directly
affributable accessory costs, and are subsequently measured at amortized cost
using the effective interest rate method. If there is a change in the estimate of
expected cash flows, the carrying amount of the liability is recalculated fo reflect
that change on the basis of the present value of the new expected cash flows and
the effective internal rate initially determined. Financial liabilities are classified as
current liabilities, other than those having a confractual due date of more than twelve
months after the balance sheet date and where the Company has an unconditional
right to defer seftlement for at least twelve months after the balance sheet date.
Financial liabilities are recognized at the trading date of the transaction and are
derecognized when they are extinguished and when the Company has transferred
all the risks and expenses relating to the instrument.

Derivatives

A derivative is a financial instrument or other contfract with the

following characteristics:

* s value changes in response to changes in an underlying such as an interest
rate, a share price or a commodity price, a foreign exchange rate, an index
of prices or rates, a credif rating or another variable;

e itrequires no initial net investment or an initial net investment that is smaller than
would be required for contracts having a similar response to changes in market
conditions;

e itis sefled at a future date.

Derivatives are classified as financial assets or financial liabilities depending on

whether their fair value is positive or negative, and are further classified as “held

for trading” and measured at fair value through profit or loss, except for those
designated as effective hedges.

Derivatives are designated as hedging instruments when the relationship between

the derivative and the hedged item is formally documented and the hedge is

expected fo be highly effective; the effectiveness of a hedge is verified on a regular
basis. When derivatives hedge the exposure fo variabilities in the cash flows of the
hedged item (cash flow hedges) such as in the case of hedging the variability in cash
flows arising from assets/liabilities due to fluctuations in foreign exchange rafes, the
changes in the fair value of derivatives considered effective are initially recognized
in the shareholders" equity reserve relating to other components of Consolidated
comprehensive income and subsequently reclassified to the Consolidate income
statement in line with the economic effects arising from the hedged transaction.
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Changes in the fair value of derivatives that do not qualify as hedges are recognized
directly in profit or loss.

Employee benefits

Shortterm benefits consist of wages, salaries, the related social charges, compensated
annual leave and incentives in the form of bonuses payable within twelve months
of the balance sheet date. These benefits are recognized as personnel costs in the
period in which employees render the related service.

In defined benefit programs, which also include the severance pay due to employees
pursuant to arficle 2120 of the ltalian Civil Code (the “TFR"), the amount of the benefit
fo be paid to employees can only be defermined affer the completion of employment
and is linked to several factors such as age, years of service and remuneration. The
cost is accordingly recognized in the income statement on the basis of an actuarial
calculation. The liability recognized for defined benefit plans corresponds fo the
present value of the obligation af the balance sheet date. Defined benefit plan
obligations are calculated on an annual basis by an independent actuary using the
projected unif credit method. The present value of a defined benefit plan is defermined
by discounting the future cash flows using an interest rafe determined by reference to
high quality corporate bonds issued in Euros, consistent with the term of the related
pension plan. The actuarial gains and losses arising from these adjustments and
changes in actuarial assumptions are recognized in comprehensive income.

From 1 January 2007 the socalled Financial law 2007 and corresponding
implementation decrees infroduced significant changes to regulations for the
TFR, including permitting an employee to choose the destination of the accruing
enfiflement. More specifically, from that date an employee is able to decide whether
the new TFR flows should be transferred to a selected supplementary pension fund
or retained within the company. In the case of transfer to an external pension fund,
the Company usually pays over a defined confribution fo the fund, and from that
date the portion of accruing TFR has the nature of a defined contribution plan and
is not therefore subject fo actuarial valuation.

As far as retirement incentives are concerned, if the retirement incentive is not
included as part of the restructuring programs the liabilities and the cost relating
fo the benefits due as the result of the termination of the employment relationship
are recognized when the Company can no longer withdraw its offer for the
benefits payable as a result of the termination of the employment relationship. More
specifically, if the decision to terminate is made by the employee, the Company may
no longer withdraw the offer of such benefits when the first of the following occurs
(i) the employee accepts the offer, (i) a restriction on the ability of the Company
fo withdraw the offer comes info force. Conversely if the Company decides to
terminate the employment relationship, it may no longer withdraw the offer of such
benefits when it has communicated a detailed retirement incentive plan fo those
concerned and when the steps required to be taken to complete the plan imply
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that it is improbable that significant changes will be made to such. If it is expected
that such benefits will be fully seffled within twelve months after the end of the year
in which such benefits are recognized, the requirements for shortterm employee
benefits are applied, while if this is not expected to be the case the entity applies
the requirements for other long-term employee benefits.

Provisions for risks and charges

Provisions for risks and charges are recognized for losses and charges of a specific
nature whose existence is certain or probable but for which the amount and/or
date of occurrence cannot be determined. Provisions are only recognized when the
Company has a present obligation, legal or constructive, arising from past eventfs,
for the future outflow of economic benefits and it is probable that such outflow will
be required to seffle the obligation. The amount recognized as a provision is the
best estimate of the expense required to settle the obligation.

Where the effect of the time value of money is material and the date of seftling the
obligation can be reliably estimated, the amount of the provision is the present value
of the expected expense discounted using a rafe that reflects market conditions, the
change in the time value of money and the risks specific fo the liability. The increase
in the carrying amount of a provision reflecting the change over time of the cost of
money is recognized as financial expenses.

Risks for which the likelihood that a liability will arise is only possible are disclosed
in the section of the notes on contingent liabilities and no provisions are recognized.

Trade payables and other liabilities

Trade payables and other liabilities are initially recognized at fair value, excluding
directly attributable accessory costs, and are subsequently measured at amortized
cost using the effective interest rate method.

Recognition of revenues and income

The recognition of revenue is based on the following five steps:

1. identify the contract with a customer;

2. identify the separate performance obligations in the contract (meaning the
contractual commitment fo transfer goods and/or services to the customer);

3. determine the fransaction price;

4. allocate the fransaction price fo the performance obligations identified on the
basis of the standalone sales price for each good or service;

5. recognize the revenue when each performance obligation is satisfied.

On underwriting each confract with custfomers in relation to promised goods or

services, the Company identifies as a separate obligation each promise fo transfer

goods, service, a series of assefs or services or a combination of distinct goods

and services.
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Revenues are valued according tfo fair value of the consideration due, inclusive of
any variable components, when it is believed it is highly probable that this will not
be reversed in future.

The Company recognises revenues due for the fulfilment of each separate obligation
af the fime the confrol on services rendered, rights conceded or goods supplied is
fransferred to the buyer.

Revenues are recorded in the financial statements net of any discounts or rebates,
payments made by customers without correspondence fo the purchase of the
Company's distinct goods or services as well as the estimate of customer retums.
The Company recognises a confractual asset or liability in function of the fact that
the service has a ready taken place, but that the relative compensation is yet to
be received, or as a contractual liability when obligations assumed are yet to be
fulfilled but the compensation has already been received.

For each of the main revenue flows identified, a short description is given below of
the recognition, measurement and valuation process applied.

Revenues deriving from Supply Contracts for turnkey services with the Parent Company
relate to the performance of all activities necessary to guarantee transmission and
broadcasting, in ltaly (on the frequencies assigned to Rai) and abroad, of the radio
and television signals relating to Rai's audio and visual confents and the ordinary
fulfilment of obligations pertaining to the Concessionary of the public radio and
television service. Under the scope of the Contract are also included “Evolutionary
Services”, meaning extension of already operational services, and “New Services”,
which refer instead fo services relafing to completely new standards/technologies,
not yet known or expected today.

The nature of the obligation assumed, which is satisfied over time, involves the
recognition of relafive accrued revenues through the period in which the obligation
was fulfilled.

Revenues from equipment and apparatus hospifality services are recognised
from the time the cusfomer obtains access to the sites where the equipment and
apparatus are destined to be placed. Such revenues are recognised in a linear
manner throughout the duration of the hospitality contract, irrespective therefore of
the temporal distribution of compensation.

Financial income is recognized in the income stafement in the year in which it accrues.

Recognition of costs

Costs are recognized in the income statement on an accrual basis. Financial
expenses are recognized in the income statement in the year in which it accrues.

Government grants

Government grants, including non-monetary confributions valued at fair value are
recognized when there is reasonable assurance that the Company will comply with
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all the conditions attaching to the receipt of the grants and that the grants will be
received.

The benefit of public funding af an interest rate lower than market rate is freated
as a public subsidy. The funding is initially recognised at fair value and the public
subsidy is measured as the difference between the initial accounting value and
the funding received. The funding is subsequently valued in accordance with the
provisions for financial liabilities.

Operating grants are recognised as a positive component of the income statement,
under the item Other revenues and income.

Public grants received for the purchase, construction or acquisition of fixed assets
(property, plant and equipment or infangible) are recognised as a direct reduction
of the relative purchase or production cost or recognised in the income statement in
relation to their relative useful life, on the basis of the amortisation and depreciation
process for the assets for which the grants were received.

Taxation

Current faxes are determined on the basis of an estimate of taxable profit made in
compliance with the fiscal legislation applicable to the Company.
Deferred tax assets and liabilities are recognized for all the differences between the
carrying amount of an asset or liability and its tax base and are measured at the
tax rates that are expected to apply to the period when the difference is realized
seffled, based on tax rafes and fax laws that have been enacted or substantively
enacted by the balance sheet date. For the portion not offset by deferred tax
liabilities, deferred tax assefs are recognized to the extent that it is probable that
taxable income will be available against which they can be recovered.
Current foxes and deferred taxes are recognized under the item “Income tax” in the
income statement, apart from faxes relating fo items recognized in comprehensive
income and those relating fo items directly charged or credited to equity. In these
latter cases, deferred taxes are recognized in comprehensive income and directly in
equity. Deferred tax assets and liabilities are offset when they relate fo income taxes
levied by the same taxation authority, the Company has a legally enforceable right
fo set off the recognized amounts and the Company infends to seffle on a nef basis.
Other taxes that are not based on income, such as indirect taxes and duties, are
recognized under the item “"Other costs” in the income sfafement.
Together with Rai the Company has opted for domestic tax consolidation. The
economic relationships, as well as the mutual responsibilities and obligations,
between Rai and the other companies of the same group that opted to join the
tax consolidation are defined in the “"Agreement for the exercise of the option for
the domestic consolidation in accordance with article 117 and following of the
Consolidated Income Tax Act”, under which:
* subsidiaries that transfer a taxable profit to Rai also transfer the amounts requi-
red fo seftle the additional tax liability due as the result of their participation in
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the domestic consolidation;

*  subsidiaries that transfer a taxable loss to Rai are compensated fo the extent of
the respective tax saving achieved by Rai when this saving is realized or could
have been realized by the subsidiary transferring the loss.

Accordingly the relafed tax net of any advances paid, withholding tax and tax

credits in general is recognized as a receivable from or payable fo the Parent

Company.

Earnings per share

Basic earnings per share is calculated by dividing the Company's net profit by the
weighted average number of ordinary shares outstanding during the year.

Diluted eamings per share is calculated by dividing the Company's net profit by
the weighted average number of ordinary shares outstanding during the year. In
order then to calculate diluted eamings per share the weighted average number
of ordinary shares outstanding during the year is adjusted by assuming that all the
holders of rights that potentially have a dilutive effect exercise those rights, while
the Company’s net profit is adjusted fo take into account any effect, net of taxes, of
exercising those rights.

Effects deriving from the first application of accounting standards IFRS 9 and IFRS
15

With the firstime application of the new accounting standards IFRS @ and IFRS 15,
the Company chose fo exercise the option of recognising the effects of retrospective
remeasurement in shareholders’ equity at the opening of the current reporting
period. As such differences in carrying amounts resulting from the adoption of the
new standards have been recognised in other reserves and retained earnings at 1
January 2018, while the balances at 31 December 2017 have been measured
and stated in the financial statements respectively in accordance with the previsions
of IAS 39 and IAS 18, the previous accounting standards applied.

Following the infroduction of the IFRS @ accounting standard, a new ifem “Impairment
of financial assefs” was infroduced in the income statement fo recognise impairment
values (including recoveries) of financial assets in the broadest sense defined by
IAS 32, which includes all the assets of contractual origin with the right fo receive
cash flows (therefore, including frade receivables). In relation to the chosen option
fo refrospectively redetermine the opening values of the shareholders' equity for
the current period, reference values at 31 December 2017 were measured and
recognised in the financial stafements in accordance with the provisions of the
previous accounting standard, IAS 39.

The impacts of the application of the new accounting standards on the financial
position at 1 January 2018 are shown in the table below.
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BALANCE SHEET RAI WAY
Effects deriving from the application of IFRS 15 and 9 on the openingbalance sheet at 1.1.2018

(Amounts in Euro) ‘23"]“;']“;‘/5]"7' IFRS15  IFRS9  01/01/18
Non-current assets

Property, plant and equipment 188,686,465 - - 188,686,465
Infangible assets 11,188,738 - - 11,188,738
Non-current financial assets 53,846 - - 53,846
Deferred tax assets 2,164,488 190,968 - 2,355,456
Other non-current assets 355,671 5 355,671
Total non-current assets 202,449,208 190,968 - 202,640,176
Current assets

Inventories 892,161 = = 892,161
Trade receivables 71,955,278 - (90,923) 71,864,355
Other current receivables and assets 5,358,860 - - 5,358,860
Current financial assets 146,453 - - 146,453
Cash and cash equivalents 55,895,135 - - 55,895,135
Current tax receivables 7,656 - - 7,656
Total current assets 134,255,543 - (90,923) 134,164,620
Total assets 336,704,751 190,968 (90,923) 336,804,796
Shareholders' equity

Share capital 70,176,000 - - 70,176,000
legal reserve 12,160,733 - - 12,160,733
Other reserves 37,045,410 - - 37,045,410
Refained eamings 57,007,959 (479,237) (90,923) 56,437,799
Total shareholders' equity 176,390,102 (479,237) (90,923) 175,819,942
Non-current liabilities

Non-current financial liabilities 30,606,438 - - 30,606,438
Employee benefits 16,443,209 16,443,209
Provisions for risks and charges 15,984,523 - - 15,984,523
Other current payables and liabilities

Total non-current liabilities 63,034,170 - - 63,034,170
Current liabilities

Trade payables 37,690,502 - - 37,690,502
Other debt and current liabilities 28,900,689 670,205 - 29,570,894
Current financial liabilities 30,279,531 - - 30,279,531
Current tax payables 409,757 - = 409,757
Total current liabilities 97,280,479 670,205 - 97,950,684
:’:i'b'f"b“i“e‘ and shareholders' 336 704751 190,968 (90,923) 336,804,796
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
Effects deriving from the application of the IFRS 15 and 9 on shareholders’ equity at 1.1.2018

(Amounts in Euro) Share capital re:eerg:e! resgrtt:: :::‘:‘ii:;i Total
at 31 December 2017 70,176,000 12,160,733 37,045,410 57,007,959 176,390,102
Effects deriving from the application of the new standards:

IFRS 15 (479,237) (479,237)
IFRS @ (20,923) (90,923)
Balances at 1 January 2018 70,176,000 12,160,733 37,045,410 56,437,799 175,819,942

The following table shows the impacts on the income statement at 30 June 2018 of
the application of the new accounting standards, with respect fo the provisions of
the previous accounting standards applied, IAS 39 and IAS 18.

INCOME STATEMENT RAI WAY SPA

31 December
2018 with
application of
previous IAS
18 and 1AS 39

31 December 2018
with application

(Amounts in Euro) IFRS 15 ™ IFRS 9 ™

of the IFRS 15 and
IFRS 9 standards

Revenues

Other revenues and income
Purchase of consumables

Cost of services

Personnel costs

Other costs

Bad debt provision

Depreciation, amortisation and other write-downs
Provisions

Operating profit (EBIT)

Financial income

Financial expenses

Net Financial income (expenses)
Profit before income taxes
Income taxes

Net income

217,726,975
146,561
(956,270)
(50,324,789)
(46,070,318
(3,414,376)
(324,320)
(32,926,369)
(71,378)
83,785,716
3,467
(1,240,582)
(1,237,115)
82,548,601
(22,803,038
59,745,563

122,975

122,975

122,975
(35,054)
87,921

(25,275)

(25,275)

(25,275)

(25,275)

standards
217,604,000
146,561
(956,270)
(50,324,789)
(46,070,318)
(3,414,376)
(299,045)
(32,926,369)
(71,378)
83,688,016
3,467
(1,240,582)
(1,237,115)
82,450,901
(22,767,984)
59,682,917

(1) Differential effects deriving from the application of the new IFRS 15 and IFRS @ standards to replace previous IAS 18 and IAS 39

standards.
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Accounting sfandard IFRS @ requires the entity to check both the business model
relative to the management of financial assets and the contractual characteristics
relative to cash flows and, on the basis of such analyses, classify them accordingly.

At the time of the original recognition, if not designated as financial assefs valued

at fair value through profit or loss, a financial asset is classified as:

e asset at amortised cost, if managed according to the business model whose
objective is to hold the asset to benefit from its contractual cash flows and the
relative contractual terms provide for the issue of financial flows represented
exclusively by the return of capital and interest matured on the residual capital;

e asset valued af fair value through other comprehensive income, if managed
according to a business model whose objective is either to hold the asset to
benefit from its confractual cash flows and fo relies the investment through its
disposal and the relafive contractual terms provide for the issue of financial
flows represented exclusively by the refurn of capital and interests accrued on
the residual capital.

At the time of the original recognition of an equity investment which is not held for

frade, the entity can irrevocably choose fo recognise subsequent variafions in fair

value in the other components of the comprehensive income statement. This choice
is made for each investment.

The cafegory of financial assefs valued at fair value which through profit or loss

includes all derivatives, with the exception of instruments designated as hedge in the

context of a hedging relationship of the risk of variation of financial flows.

Taking account of what specified above, the following table compares financial

assets classified according fo the categories included in IFRS @ and according to

what was previously required by IAS 39. With regard to the new classification, this

has not determined any effects on the values of financial assets at 1 January 2018.

Previous classification adopted New classification adopted in

in accordance with IAS 39 accordance with IFRS 9

Trade receivables

Current financial assets
Cash and cash equivalents

Non-current financial assets

Derivative hedge financial
insfrument — Interest Rate Swap

Lloans and receivables

Lloans and receivables
Lloans and receivables

Lloans and receivables

Hedge derivative financial

instruments

Assets at amortised cost

Assets at amortised cost
Assets at amortised cost

Assets at amortised cost

Financial assets valued at
fair value through other
comprehensive income



The following table illustrates the effects at 1 January 2018 deriving from the
reclassification of financial assets and liabilities on the basis of the criteria included

in IFRS 9:

Reconciliation statement at 1.1.2018 between the previous classification of assets and liabilities in
accordance with IAS 39 and the current classification required by IFRS 9

(in thousand of Euro)

Assets and Financial assets Financial assets Total financial

IFRS 9 CLASSIFICATION liabilities at and liabilities at and liabilities

amortised cost  fair value through at fair value
profit or loss through other

comprehensive

income

IAS 39 CLASSIFICATION

Assets
Lloans and receivables 127,960
Financial assets available for sale

Financial assets and liabilities at fair value
through profit or loss

Hedge financial instruments

Total financial assets 127,960 - -
Liabilities
Lloans and receivables (98,576)

Financial assets available for sale

Financial assets and liabilities at fair value
through profit or loss

Hedge financial instruments = . (47)

Total financial liabilities (98,576) - (47)

N.B. The value include the effects at 1 January 2018 deriving from the application of the new IFRS 9

All'hedging relationship designated pursuant to IAS 39 at 31 December 2017
satisfy the criferia o be recognised as hedging fransactions also in compliance with
IFRS @ at 1 January 2018 and are therefore considered to be a continuation of
existing hedging relafionships.

For the description of management sirategies and objectives of the risks to be
hedged please refer to the note on the management of financial risks.

The IFRS @ accounting standard replaces the impairment model of the “incurred loss”
in IAS 39 “Financial instruments: Recognition and Measurement” with an “expected
loss” model. The new model applies to financial assets valued at amortised cost and
debt instruments valued at fair value through other comprehensive income and not
fo investments in instruments representing capital. The Company values expected
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assets and
liabilities

127,960

127,960

(98,576)

(47)
(98,623)
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losses on trade receivables and other financial assets using the criteria described in
"Accounting policies — Impairment of financial assefs”. Impairment losses relative to
financial assefs are recorded separately in the income statement.

The application of the standard has defermined effects on the Trade receivables
item following the valuation of impairments on the basis of expected losses. With
reference to 1 January 2018, the Company has determined write-downs of frade
receivables for a fotal amount of € 91 thousand.

The effects on the shareholders’ equity at 1 January 2018, deriving from the
application of IFRS 15, amounted to € 479 thousand consequent fo the different
temporal disfribution of revenues relafive to equipment and apparatus hospitality
fees net of the tax component.

For the method of recognition of revenues, please refer to paragraph “Accounting
policies — Revenues and other income”.

Recently issued accounting standards
Accounting standards adopted by the European Union but not yet applicable

o IFRS 16 ‘leasing” (hereinafter “IFRS 16") was adopted by the European
Commission on 31 October 2017 by way of Regulation no. 2017/1986.
IFRS 16 replaces IAS 17 “leasing” and its relative Interprefations (IFRIC 4
"Determining whether an arrangement confains a lease”, SIC 15 “"Operating
leases — Incentives” and SIC 27 “Evaluating the Substance of Transactions in
the Legal Form of a lease”).

IFRS 16 requires that all lease contracts, defined as contracts that assign the
right of use of an asset, identified or idenfifiable, for a deferminate period of
fime in exchange of a compensation, are recognised in the financial statements
of the lessee through recognition in the statement of financial position of a
liability, represented by the actual value of future rent = calculated using the
implicit lease interest rafe or the marginal financing rafe of the lessee if the
implicit lease interest rate is not easy to be defermined — with at the same
fime recognifion in the income sfafement of the corresponding “lease right
of use”. Therefore, the lessee will recognise in the income sfatement the
amortisation of the right of use and interest accrued on the liability, in place
of the operating lease fees recognised under costs for services in accordance
with the provisions of IAS 17 applicable until the 2018 financial year. In the
cash flow statement, the payment of fees to repay the above-mentioned liability
will be recognised under cash flows from financing activities; therefore, with
reference fo lease confracts classified as operating leases in accordance with
IAS 17, the application of IFRS 16 will involve a change in the net cash flow
from operating activities and of the net cash flow from financing activities.
Therefore, IFRS 16 overcomes the previous disfinction between operating and
financial leases from the lessee's point of view. However, from the point of




view of the lessors, the differentiation between operating and financial leases
is refained, as well as their recognition in accordance with IAS 17.

IFRS 16 is applied retrospectively from 1 January 2019.

Analysis carried out by the Company has highlighted the inclusion, in the
context of the application of the standard, of the following types of contract:
Rental of properties and land;

Car rental.

The Company intends to avail itself of the exception made available by the
standard fo continue fo recognise payments for shortterm leases (of duration
of less than 12 months) and for leases where the underlying asset is of modest
value on a straightline basis.

At the date of the first application, the Company:

availed itself of the possibility of not re-examining each outstanding contract af
1 January 2019, applying IFRS 16 only fo the confracts previously identified
as leases (pursuant fo former IAS 17 and IFRIC 4);

availed ifself of the possibility of checking the recoverability of assefs for right of
use at 1 January 2019 on the basis of the valuation, carried out in the current
year, with regard to the burden of leasing confracts in compliance with the
provisions of IAS 37;

chose not fo include af the transition stage leases with a residual duration of
less than 12 months at 1 January 2019 under shortterm leases;

availed itself of the practical solution, allowed by the standard, of applying
a simplified retrospective method with recognition, for leases previously
classified as operating leases, of the lease debt and the corresponding value
of the right of use measured on residual contractual payments at the date of
fransition actualised on the basis of the marginal financial rafe applicable to
the Company on 1 January 2019, or the inferest rate the Company would
have paid fo put in place a financing operation with a similar cash profile
and the same leasing contract collateral guarantees in question (Incremental
Borrowing Rate.

The main impacts on the Company's financial statfement can therefore be summarised
as follows:

statement of financial position: more non-current assets due fo the recognition
of the lease right of use in counter-entry of “leasing payables” for a quantifiable
amount at 1 January 2019 of around € 49 million;

income statement: different nature, quantification,  qualification  and
classification of cosfs (amortisation of the “lease right of use" under the item
"Amortisation and writedowns” and “passive lease inferests” under “Financial
expenses” compared fo the previous classification of costs for rents and rentals
under the item “Services costs”). Furthermore, the combination of straightline
amortisation of the “lease right of use” and the method of effective interest
rate applicable to lease debts involves greater costs recognised in the income
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statement in the first few years of the lease contract and decreasing costs in the
last few years compared fo IAS 17.

The quantification reporfed above could change due to the refinement of the
measuring process on occasion of the first application of IFRS 16 in the 2019
financial reports.

Amendments fo IFRS @ “Financial Instruments — Prepayment Features with Ne-
gative Compensation” were adopted by the European Commission with Re-
gulation no. 2018/498 of 22 March 2018. The amendments are intended
to clarify the classification of cerfain pre-payable financial assets. The amend-
ments are effective for annual periods beginning on or after 1 January 2019,
with early application permitted.

The Company has evaluated that the above-mentioned change will have no
impact on its financial statements as the case that it regulates is not applicable
to the Company's situation.

IFRIC 23 "Uncertainty over Income Tax Treatments” was adopted by the Eu-
ropean Commission by way of Regulation no. 2018/1595 of 23 October
2018. IFRIC 23 specifies how to show the effects of uncertainty in accounting
for income tax if it is not clear how a particular fransaction or circumstance is
freated for tax purposes.

IFRIC 23 is effective for annual periods beginning on or after 1 January 2019.
In the assessment of the Company, the aforementioned amendments will have
no impact on ifs financial stafements.

Accounting standards not yet adopted by the European Union

On 18 May 2017, the IASB issued IFRS 17 "Insurance Confracts”, which

regulates the accounting freatment of insurance contracts issued and of reassu-

rance contracts held.

IFRS 17 is effective for annual periods beginning on or after 1 January 2021.

On 12 October 2017, the IASB issued amendments to IAS 28 “long-term Inte-

resfs in Associates and Joint Ventures”. The amendments clarify that a company

applies IFRS 9 to longferm inferests in associates or joint ventures forming part

of the net investment in the associate or joint venture.

The amendments discussed in this document are effective for annual periods

beginning on or after 1 January 2019.

On 12 December 2017 the IASB issued the document “Annual Improvements

to IFRS Standards 2015-2017 Cycle”. The amendments contained in this do-

cument are as follows:

— IFRS 3: the company will remeasure the stake previously held in a joint
fransaction when it obtains control of the business.

— IFRS 11: the company will not remeasure the stake previously held in a
joint fransaction when it obtains joint control of the activity.



- IAS 12: likewise, a company takes account of all consequences of inco-
me fax deriving from dividend payments.

— IAS 23: a company tfreats as part of general loans any loan originally
signed fo develop an activity when the activity is ready for the intended
use or for sale.

The amendments discussed in this document are effective for annual periods
beginning on or affer 1 January 2019.
On 7 February 2018 the IASB issued the document “Amendments to IAS 19:
Plan Amendment, Curtailment or Sefflement”. The amendments specify that
when an enfity recalculates its own net liabilities (assets) for defined benefit
plans that are amended, reduced of regulated, it must use updated actuarial
assumptions to determine the current cost of service and the net inferests for the
remaining part of the annual reference period.
The amendments discussed in this document are effective for annual periods
beginning on or after 1 January 2019.
On 29 March 2018 the IASB issued the document “Amendments to Refe-
rences to the Conceptual Framework in IFRS Standards”. The purpose of this
document is o update, in existing sfandards, references and mentions in the
current version of the conceptual framework or to the version that was replaced
in 2010 so that they make reference to the updated conceptual framework.
The amendments discussed in this document are effective for annual periods
beginning on or after 1 January 2020.
On 22 October 2018, the IASB issued the document “Amendments to IFRS
3 business Combination”. The objective of this project is to improve the appli-
cation of the definition of business in order fo resolve difficulties that arise in
practice when an entity determines whether they have acquired an asset or
group of assets.
The amendments discussed in this document are effective for annual periods
beginning on or affer 1 January 2020. Its early application is allowed.
On 31 October 2018, the IASB issued the document “Amendments to I1AS 1
and IAS 8: Definition of Material”. The objectives of the amendments are to
clarify the definition of “materiality” including a guide that until now was descri-
bed elsewhere in the IFRS standards; align the definition used in the concep-
tual framework with that of the IFRS themselves and improve the explanations
accompanying the definition. The amendments discussed in this document are
effective for annual periods beginning on or after 1 January 2020. Their early
application is allowed.

The Company is currently analysing the above standards and assessing whether
adoption will have a significant effect on ifs financial statements.
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Segment Information

IFRS 8 Operafing Segments defines an “operating segment” as a component of
an entity: (a) that engoges in business activities from which it may earn revenues
and incur expenses, (b] whose results of operations are regularly reviewed by the
entity’s chief operating decision maker, which for Rai Way is the Board of Directors,
fo make decisions about resources to be allocated to the segment and assess
its performance, and (c) for which discrefe financial information is available. The
Company has identified only one operating segment, for which information on
operations is prepared and made available to the Board of Directors on a periodic
basis for the above-mentioned purposes, considering the business conducted by Rai
Way as a single group of activities; accordingly no disclosures by operating segment
are provided in the financial statements. Disclosures on the services rendered by the
Company, the geographical area in which it carries out its activities (which almost
entirely corresponds fo the sfafe of Italy) and its main customers are provided in the
notes to these financial statements, to which reference should therefore be made.

Transactions between Rai and Rai Way

The incorporation of the Company and the completion of the transfer by the Parent
Company Rai of the business unit “Transmission and Broadcasting Division” are part
of a much broader streamlining project being carried out by the Rai Group which
resulted in the formation of a number of subsidiaries tasked with handling specific
business sectors ancillary to the Public Service for broadcasting radio and television
programs previously performed by Rai. Under this transfer, which took place on 1
March 2000, the Company became the owner of the business unit tasked with
performing the planning, design, installation, consfruction, operation, management,
mainfenance, implementation and development of the systems, of the stations, of
the connections and in general of the network for fransmitting and broadcasting
Rai’s voice, video and data signals. The ownership of the equipment needed for
Rai’s television and radio transmission and broadcasting was therefore transferred
to the Company, in addition to the employment relationships with approximately
600 engineers and technicians specialized in the transmission and broadcasting of
radio and television signals.

On 5 June 2000, Rai and the Company executed the 2000-2014 Service
Agreement under which the latter engaged the Company to provide services on an
exclusive basis for the insfallation, maintenance and operation of telecommunications
networks and the performance of services for the fransmission, distribution and
broadcasting of radio and felevision signals and programs. The 20002014
Service Agreement remained effective until 30 June 2014.

On 31 July 2014 Rai and Rai Way executed the New Service Agreement,
effective 1 July 2014, replacing the 2000-2014 Service Agreement, under which
Rai engages the Company on an exclusive basis fo provide a sef of services that
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enable Rai to carry out the following: (i) regular transmission and broadcasting
in ltaly and abroad through the MUX that were assigned to it on the basis of
applicable regulation; and [ii) regular fulfilment of its Public Service obligations.
Reference should be made to the paragraph “Related party fransactions” for further
details about fransactions between Rai and Rai Way.

Financial risk management (note 4)

The financial risks to which the Company is exposed are managed in accordance
with the approach and procedures included in a specific policy approved by Rai
Way's Board of Directors, which is directed af risk minimization in order to maintain
the value of the business as a whole and in particular economic and financial value.
The main risks identified by the Company are as follows:

e markef risk, deriving from the exposure fo fluctuations in interest rates and
foreign exchange rates arising from financial assefs and liabilities respectively
owned/originated and assumed;

e credif risk, deriving from the possibility that one or more counterparties may be
insolvent;

e liquidity risk, deriving from the Company’s inability to obtfain the financial
resources necessary fo fulfil shortterm financial commitments;

®  capifal risk, deriving from the Company’s ability to continue ensuring capital
soundness.

Market risk

Market risk consists of the possibility that changes in interest and exchange rates,

or the rating of the counterparties with whom liquidity is deposited, may negatively

affect the value of asses, liabilities or expected cash flows.

The Company has adopted its own specific financial policy, whose features are

described in the following and whose aim is fo minimize risk and maintain the value

of the business.

® Inferest rate risk: the policy requires that interest rate risk, which derives from
possible fluctuations in the inferest rates applicable to the longterm loans
granted to the Company |for significant amounts), be managed through the
use of the hedging instruments available on the market such as IRSs, opfions,
etc., with pre-set minimum cover percentages.
During the financial year in question the term credit line was seffled and so
were the relative hedges and therefore the financial position af 31 December
is posifive for € 16.6 million, so that exposure fo the inferest rafe risk is reduced
in relation to the Company's cash and cash equivalents revenues; in fact,
applying a variation of 50 bps upwards there would a positive economic
impact on financial revenues, gross of the tax effect, of around € 0.1 million,
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while a possible reduction in the rates of 50 bps would give rise to a negative
economic impact, gross of the tax effect, of around € 0.1 million.

e Exchange rate risk: the Company's operations in currencies other than the Euro
are extremely limited and accordingly its exposure to exchange rate risk does
nof lead to significant effects on its financial position, results from operations
or cash flows. The Company nevertheless monitors its exposure in currency
fo be ready to take the inifiatives deemed necessary by its policy to manage
any significant risk positions (over € 2.5 million] which may emerge from a
changed exposure o exchange rate risk. In these cases the policy requires a
gradual hedging approach to be taken by means similar to those envisaged
for interest rate risk described above.

®  Risks connected with the investment of liquidity: for risks connected with the
investment of liquidity, in the case of temporary excesses of cash the Company’s
policy requires the use of low-isk marketbased financial instruments with
counterparties having a high rating or with the Parent Company.

Credit risk

The Company’s main cusfomer is its Parent Company Rai, which generated Group
revenues net of marginal costs of € 184,643 thousand (approximately 85% of total
Group revenues) and € 181,034 thousand (approximately 84% of total revenues)
in the years ended 31 December 2018 and 2017 respectively. The Company's
other customers are mainly telephone operafors, broadcasting companies, entifies
of the public administration and other corporate customers with which the Company
enfers multiyear service agreements. The Company is therefore exposed fo the
risk of concentration of revenues and credit deriving from the possibility that its
frade counterparties will be unable to fulfil their obligations, either for business and
financial reasons such as business instability, the inability to collect the necessary
capital for the performance of their activity or those related to the general trend
fowards the reduction in operating costs, or else for technical-commercial reasons
or legal reasons connected with the performance of the services by the Company,
such as complaints relafing fo the services provided or the customers’ inclusion in
bankruptcy proceedings that make it more difficult or impossible to recover the
receivables.

A breach by one of the Company’s trade counterparties to fulfil its obligations may
result in negative effects on its results of operations, financial position and cash flows.
With regard to counterparty risk, formalized procedures for assessing and
accepting frade partners have been adopted for credit management purposes. The
assessment is carried out on overdue items and may lead to formal notice of default
being served on the parties involved. The lists of overdue items analysed are sorfed
by amount and by customer, updated to the analysis date, in order to highlight the
items requiring greater attention and the need to send reminders or carry out other
collection procedures as required by business policies.




The Company sends informal payment claim notices to debtors owing amounts relating
fo overdue items. If this activity does not remedy the situation, after formally placing
the debtors in default the Company assesses the possibility of filing for an injunction.
The following table provides an ageing of trade receivables at 31 December 2018
and 2017, with figures stated net of the provision for bad and doubitful debs.

(in thousand of Euro)

Becoming due 66,783 58,680
Past due by 0-30 days 240 6
Past due by 31-60 days 91 43
Past due by 61-90 days o4 157
Past due by more than 91 days 4,289 13,069
Total 71,467 71,955

All trade receivables are due within 12 months.

Liquidity risk

Liquidity risk is the inability for the Company to obtain the funding it requires to meet
its operational requirements for investments, working capital and debt servicing. Rai
Way believes that cash flows from operating activities and its outstanding loans
[see the section on “Current and non-current financial assets and liabilities”) are
amply sufficient to meet its needs. At 31 December 2018, the long term loan for @
tofal of € 120 million has been fully repaid; on the same date the Revolving Facility
for the amount of € 50 million has not been used and the financial parameters
esfablished in the relative confract (covenants) have been fully respected.

The following tables set out the expected cash flows for future years arising from the
Company’s outstanding financial liabilities, trade payables and other liabilities at

31 December 2018 and 2017.

At 31 December 2018 Within 12 Between 1 and  More than 5
(in thousand of Euro) months 5 years years
Current and non-current financial liabilities 260 432

Trade payables 45,585

Other debt and liabilities 33,939 312

As at 31 December 2017 Within 12 Between 1 and  More than 5
(in thousand of Euro) months 5 years years
Current and non-current financial liabilities 30,736 30,840

Trade payables 37,691

Other debt and liabilities 28,901
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Capital risk

The Company’s capital management objectives aim at safeguarding its ability to
continue fo ensure optimal capital soundness. In particular, the ratio between the
Company’s financial debt and equity was O and 0.35 af 31 December 2018 and
2017 respectively, an improvement to almost zero due to the repayment of the ferm
loan during the financial year. The fair value of frade receivables and other financial
assets, trade payables, financial liabilities (measured ot amortized cost) and other
payables recognized as “current” in the statement of financial position does not
significantly differ from the carrying amounts of these items at 31 December 2017,
as they mainly relafe to assets arising from commercial fransactions for which
sefflement is expected in the short ferm.

Non-current financial assets and liabilities are setiled or measured at market rates
and their fair value is considered to be broadly in line with their present carrying
amounts.

Measurement of financial instruments af fair valve

Financial instruments carried at fair value in the statement of financial position
consist of financial hedging derivatives that are measured by means of a financioal
model that uses generally accepted market formulae as well as the following inputs
provided by Reuters: Euribor and IRS rate curves and the volatilities and credit
spreads of the various banking counterparties and of the securities issued by the
ltalian state. The fair value of derivative instruments represents the net position of
asset and liability values.

With the repayment of the term credit line, the Company also terminated the relative
edges in place in 2018 and, therefore, there are no derivatives finance confracts
in place at 31 December 2018.

Estimates and Assumptions (note 5)

The preparation of financial stafements requires the direcfors to apply accounting
principles and methods which, in cerfain circumsfances, depend upon difficult
and subjective measurements and estimates based on historical experience and
assumptions that at the time are considered reasonable and realistic with respect
fo the relative circumstances. The application of these estimates and assumptions
affects the amounts reported in the financial statements, the statement of financial
position, the income statement, the statement of comprehensive income and the
cash flow statement and the disclosures. The final results of the items in the financial
statements for which the above estimates and assumptions have been made could
differ from those recorded in the financial statements, as these recognize the effects
of the event estimated, due fo the uncertainty inherent in the assumptions and
conditions on which the estimates are based.

The following paragraphs provide a brief description of the areas which require
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greater subjectivity to be used by the directors in arriving at their estimates and
for which a change in the conditions underlying the assumptions could have a
significant effect on the reporfed figures.

Contingent liabilities

A liability is recognized for risks arising from disputes and litigation when an
outflow of funds is considered probable and the amount can be reliably estimated.
If an outflow of funds is considered possible but the amount of that outflow cannot
be determined, this fact is disclosed in the notes to the financial statements. The
Company is the defendant in legal cases [of an administrative and fiscal nature and
relating to labour law) on a variety of issues. The Company constantly monitors the
status of these pending litigations and engages the services of legal advisors. The
related provision is accordingly based on the direcfors’ best estimate at the date of
preparation of the financial statements.

Revenues (note 6)

The item breaks down as follows:

Financial year at 31 December

(in thousand of Euro) 2018 2017
Revenues from Rai Group (*) 184,643 181,034
Revenues from third parties 33,084 35,162
Hospitality fees for equipment and apparatus 30,533 32,352
- Other 2,551 2,810

[*) Revenues are recognised net of marginal costs of € 23,537 thousand (€ 23,385 thousand af
31/12/2017)

"Revenues” includes revenues accruing in the year from the provision of services that
are part of the Company’s normal business operations.

At 31 December 2018 Revenues rose by € 1,531 thousand compared fo the
previous year in 2017, from € 216,196 thousand in 2017 to € 217,727 thousand
in 2018.

"Revenues from the Rai Group” amounted to € 184,643 thousand or 84.8% of fotal
revenues for the year ended 31 December 2018 (€ 181,034 thousand or 83.7%
of tofal revenues for the year ended 31 December 2017), and have increased by
€ 3,009 thousand compared fo the same period in 2017. This increase derived
mainly from advanced services requested by the customer Rai for “evolutionary
services”.
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"Revenues from third parties” mainly includes revenues generated from the services
of (i) tower rental, (i) broadcasting, (iii) fransmission, and (iv) network services, that
the Company provided to third parties other than Rai and Group's companies.
These revenues were down by € 2,078 thousand yearonyear, primarily due to
lower tower rental services.

Other revenues and income (note 7)

The item breaks down as follows:

Financial year at 31 December

(in thousand of Euro) 2018 2017
Operating grants 68 19
Compensation for damages 32 727
Other revenues 47 50
Total other revenues and income 147 796

"Other revenues and income” amounted to € 147 thousand, a decrease of € 649
thousand compared to 31 December 2018, due mainly to lower income from
compensation for damages.

Purchase of consumables (note 8)

The item breaks down as follows:

Financial year at 31 December

(in thousand of Euro) 2018 2017
Motor fuel purchase 740 703
Fuel purchase 131 218
Purchase of tools 79 392
Change in invenfory 6 28
Total consumables 956 1,341

"Purchase of consumables” decreased by € 385 thousand to € 956 thousand
compared to the value at 31 December 2017 . This item mainly consists of the costs
incurred for consumables (fuel and combustible for electricity generating groups and

heating).
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Financial year at 31 December

Cost of services (note 9)

The item breaks down as follows:

(in thousand of Euro) 2018 2017
Services of independent workers 2,404 1,740
Other services 2,834 2,912
Travel expenses, business frips and accessory personnel costs 1,953 1,858
Intercompany service agreement costs 10,437 10,889
Maintenance and repairs 4,359 5171
Transport and similar 235 212
Utilities 13,303 13,251
leasing and rentals 14,800 14,914
Total cost of services 50,325 50,947

"Cost of services” decrease by € 622 thousand (-1.2%) from € 50,947 thousand at

31 December 2017 to € 50,325 thousand at 31 December 2018. Set out below

are the main changes in the above cost ifems and a description of the principal

factors that led to these:

e "Other services” amounting o € 2,834 thousand decreased by € 78 thousand
over the 2017 figure. This item included, among others, fees relating to the
year for the legal audit of the annual accounts amounting to € 79 thousand.

*  “Travel expenses, business frips and accessory personnel costs” of € 1,953
thousand were up by € 95 thousand from the 2017 figures owing to an
increase in fravel cosfs.

* “Intercompany service agreement costs” include the services provided by the
Parent Company; there was a decrease of € 452 thousand between 2017
and 2018 as the result of efficiency improving activities on some services
related to the intercompany service agreement, in particular relating to leases
and ICT service costs;

*  “Maintenance and repairs” includes network infrastructure  maintenance
costs; it has a balance of € 4,359 thousand, down by € 812 thousand
from the previous year owing mainly to the temporarily lower support costs
for the management of transmission systems and less mainfenance fo building
infrastructure;

e "Utilities” amounted to € 13,303 thousand at 31 December 2018 and
principally include the costs incurred for electricity, telephone expenses and
various tilities. The increase from 2017 of € 52 thousand is due mainly to
increased electricity costs linked to the upward trend in prices compared with
the previous period;
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* “leasing and rentals” consist mainly of the cost of renting buildings, hiring
plant and equipment and hiring fransmission circuits. The decrease recorded
in 2018 of € 114 is attributable mainly to the lower costs for hiring vehicles
and fransmission systems.

The defails of cosfs for services rendered by the company tasked with the statutory

audit of financial statements and of companies belonging to the same network are

given below:

Information pursuant to art. 149-duodecies of CONSOB’ Issuers Regulation
(in thousand of Euro)

Remuneration for the 2018
financial year

Type of task

Statutory audit PricewaterhouseCoopers S.p.A. 58
halfyearly financial statements  PricewaterhouseCoopers S.p.A. 21
Other services PricewaterhouseCoopers S.p.A. 115
Other services Pricewaterhouse Advisory S.p.A. 36
Total cost of services 230

Personnel costs (note10)

The item breaks down as follows:

Financial year at 31 December

(in thousand of Euro) 2018 2017
Salaries and wages 34,934 34,432
Social security confributions 10,303 9,805
Severance indemnity 2,080 2,050
Retirement persions and similar 786 850
Redundancy incentives 699 1,041
Other costs 31 1,534
Capitalized personnel costs (2,763) (2,573)
Totale personnel costs 46,070 47,139

"Personnel costs” amounted to € 46,070 thousand in 2018, down by € 1,069
thousand mainly as a result of the reduction in the Company's average number of
employees due to redundancy incentives at the base of the plan launched by the
Company back in 2016, the reduction in amounts of redundancy incentives, lower
non-recurring costs and greater capifalised personnel costs.

Capitalised personnel costs amounted to € 2,763 thousand at 31 December 2018
(€ 2,573 thousand at 31 December 2017).




Further details on the economic effects arising from the accounting treatment for
employee benefits may be found in note 29 “Employee benefits”.

The following table sets out the average number of the Company’s employees
during the year and the number at year end:

Average number of employees (*) Actual number of employees
for the financial year at for the financial year at
(in units) 31 December 31 December 31 December 31 December
{f uness 2018 2017 2018 2017
Executives 21 24 21 23
Managers 138 141 138 141
White-collar workers 420 409 438 406
Blue-collar workers 22 32 18 31
Total 601 606 615 601

[*) The average values in the table include parttime employees.

Other costs (note 11)

The item breaks down as follows:

Financial year at 31 December

(in thousand of Euro) 2018 2017
Confribution to Supervisory Authorities 330 313
ICI/IMU/TASI 1,123 1,405
Taxes on production and consumption 1,148 1,152
Other indirect taxes, fees and levies 337 381
Other 476 551
Total other costs 3,414 3,802

"Other costs” decreased by € 388 thousand (-10.2%) from € 3,802 thousand at
31 December 2017 to € 3,414 thousand at 31 December 2018 mainly because
of lower IMU and indirect taxes.

Write-downs of financial assets (note 12)

"Write-downs of financial assefs” posted a balance of € 324 thousand at 31
December 2018, a decrease of € 610 thousand compared to the € 934 thousand
at 31 December 2017. The drop was mainly driven by lower write-downs of
financial assets during the year.
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As of the year 2018, for the correct application of IFRS @, impairment losses
(and reversals] have been reclassified from “Amortisation, depreciation and write-
downs” to the separate balance sheet item “Write-downs of financial assets”. This
reclassification was also adopted for values referred to the 2017 financial year.

Amortization, depreciation and other write-downs (note 13)

"Amortization”, included in the ifem “Amortization, depreciation and write-downs”,
was € 32,926 thousand at 31 December 2018 (€ 33,565 thousand at 31
December 2017). The change of € 639 thousand was mainly due to the completion
of the amortization process for certain assets.

Provisions (note 14)

"Provisions” amount to € 71 thousand, an increase of € 2,169 thousand compared
to the previous financial year. At 31 December 2017, the item had a positive
balance (positive revenue component) of € 2,098 thousand mainly due to releases
following positive outcomes of civil disputes in terms of fees for occupation of public
land. For the corresponding comments please refer to the item “Provision for risks
and charges”, note 30.

Financial income and expenses (note 15)

The item breaks down as follows:

Financial year at 31 December

(in thousand of Euro) 2018 2017
Exchange gains (6) 38
Interest receivables from parent company = 13
Other interest receivables 9 24

Interest on the obligation for employee benefits (179) (178)
Exchange losses (20) (1
Interest on loans (515) (9471)
Inferest payables on exchange rafe hedging operations (43) (56)
Inferest .for adjustment fo the site commissioning and (206) (202)
restoration fund

Other, commissions and expenses (278) (299)
Total financial expenses (1,2471) (1,687)
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"Financial income”, which amounted to € 3 thousand, fell by € 72 thousand

compared fo 31 December 2017.

"Financial expenses” has a balance of € 1,241 thousand, down € 446 thousand
compared fo the same period of the previous year (€ 1,687 at 31 December
2017), mainly due to a decrease in “Interest on loans” defermined by the full
repayment of the ferm loan as described in the paragraph “Significant events”.

Income tax (note 16)

The item breaks down as follows:

Financial year at 31 December

(in thousand of Euro) 2018 2017
Current taxes 24,030 21,800
Deferred taxes (1,084) 1,733
Taxes relafing fo previous financial years (143) 47)
Total 22,803 23,486

"Income taxes” amounted to € 22,803 thousand in 2018 (of which € 20,110

for IRES and € 3,920 for IRAP respectively) with a net decrease compared fo the

2017 financial year of € 683 thousand due fo the effect on the one hand of the

higher result before taxes and on the other by the greater impact in the current year

of adjustments fo taxable income deriving mainly from reduced use of provisions for
risks and charges.

In more defail, deferred taxes posted a negative balance of € 1,084 thousand, a

decrease of €2,817 thousand compared to 31 December 2017, due mainly to

the elimination of residual taxable temporary differences arising from mismatches
between the carrying amount and taxable amount of the customer portfolio.

The lafter derived from the merger deficit from the merger by acquisition of Sud

Engineering, for which the Company elecfed fo exercise the substitute tax option

fo sefile the relative tax liability. The decrease is also offset by the lesser release

of prepaid tax assefs following the reduced use of provisions relative to employee

benefits and the tax effect of IFRS 15.

Deferred taxes consist of:

e Prepaid fax assets of € 143 thousand, mainly due fo the reversal of the items
"Provisions for risks and charges” and “Employee benefits”;

e Deferred tax liabilities of € 941 thousand, mainly due to the item "Customer
Portfolio” generated by the merger transaction with the company Sud
Engineering.

The following table provides a reconciliation between the theorefical tax charge

and the effective tax charge for the years ended 31 December 2018 and 2017.
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Financial year at 31 December

(in thousand of Euro) 2018 2017
Pre-tax profit 82,549 79,750
Theoretical taxes 19,812 24.0% 19,140 24.0%
Taxes relating fo previous financial years (143) 47)
Permanent differences (786) 613
IRAP 3,920 3,780
Total 22,803 27.6% 23,486 29.4%

Property, plant and equipment (note 17)

This item and changes during the year may be analysed as follows:

Industrial Tangible Total

Plan! and upd Other assefs assets in property,
machinery  commercial progress and plant and
equipment prepayments equipment

(in thousand of Euro) Land Buildings

Accounting values at 1 January 2018

Cost at 1 January 2018 11,910 99,073 716,940 28,379 2,195 9,471 867,968
Depreciation provisions at 1 January 2018 - (74,545) (579,628 (23,814 (1,001) - (678,988
Writedown provision at 1 January 2018 - (13) (281) - - (294)
Net accounting value at 1 January 2018 11,910 24,515 137,031 4,565 1,194 Q471 188,686
Changes 2018

Investments 105 234 12,534 521 30 10,563 23,987

Depreciation for the year (5,022) (25,305) (1,274) (252) - (31,853)

Wihite-down provision
on available assets - 6 245 - - - 251

on disposed assets - ] . : i 1

6 246 - - - 252
Disinvestments
Cost (1 (144) (7,119) (129) - (2) (7,395)
Depreciation provisions = 139 7,024 128 = = 7,291
Net accounting value (n (5) (95) (m - (2) (104)
Reclassifications - 620 6,541 156 6 (7,323)
Transfers (30) (30)
Accounting values at 31 December 2018
Cost at 31 December 2018 12,014 99,783 728,896 28,927 2,231 12,679 884,530
Depreciafion provisions at 31 December 2018 - (79,428) (597,909) (24,960) (1,253) - (703,550)
Writedown provisions af 31 December 2018 - (7) (35) - - - 42)
Net accounting value at 31 December 2018 12,014 20,348 130,952 3,967 978 12,679 180,938
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"Property, plant and equipment” amounted to € 180,938 thousand at 31 December
2018, representing a decrease of € 7,748 thousand compared to the previous
financial year mainly arising from the depreciation charge partially offset by the
investments made during the year (of € 23,987 thousand).

The item “Buildings” includes the present value of the estimated costs that the
Company expects fo incur in the future to restore the areas, acquired under an
operating lease, fo their original sfafe prior to the construction of the infrastructure
built thereon.

"Property, plant and equipment” includes the costs that may be capitalized as
leasehold improvements.

An analysis of internal and external indicators did not produce any elements
jeopardizing the recovery of the values of the assets and therefore the corresponding
impairment test was not carried out.

Intangible assets (note 18)

Infangible assets amount to € 12,895 thousand, an increase of € 1.707 thousand
compared to 31 December 2017 due primarily to investments made in the financial
year [of € 3,002 thousand), partially offset by amortisation for the period (of €
1,325 thousand).

Even in the absence of internal and external indicators showing losses in value in
relation fo the item "Goodwill”, a sensitivity analysis was performed that nevertheless
confirmed the recoverability of the value recorded in the financial statements, in
line with IAS 36. The aforementioned analysis was performed using a WACC
equal fo 6% applied on future cash flows determined mainly as a result of the
rationalization of the cosfs deriving from the merger incorporating Sud Engineering
info Rai Way; for the evaluation, further sensitivity analyses were performed in
relation to the financial parameters also adopted in determining the value in use,
with the updating rate oscillating within a range of +/- 10% from the baseline figure
used (6%), which however confirmed the recoverability of the value recorded in the
financial statements.
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The following table sefs out movements for the year:

Intangible

(in thousand of Euro) Software Goodwill assefs in
progress and

prepayments

Accounting values at 1 January 2018

Cost at 1 January 2018 2,934 4,970 3,350 929
Amortisation provision at 1 January 2018 (809) (186)

Net accounting value at 1 January 2018 2,125 4,970 3,164 929
Changes 2018

Investments 1,349 1,653
Amortisation for the year (1,114) - (211) -

Disinvestment

Cost

Amortisation provisions

Net accounting value - s - -

Reclassifications 363 - - (363)
Transfers 30
Accounting values at 31 December 2018

Cost at 31 December 2018 4,646 4,970 3,350 2,249
Amortisation provisions at 31 December 2018 (1,923) - (397)

Write-down provision at 31 December 2018

Net accounting value at 31 December 2018 2,723 4,970 2,953 2,249
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Current and non-current financial assets and liabilities (note 19)

The following table sefs out defails of “Current financial assefs” and “Non-current
financial assefs”:

(in thousand of Euro) At 31 December At 31 December

2018 2017
Receivables from Parent Company - 76
Other financial receivables 55 70
Total current financial assets 55 146
Accrued income and prepayments 2 54
Total non-current financial assets 2 54

Current financial assets amounted to € 55 thousand, a decrease of € 91 thousand
compared fo the previous financial year (€ 146 thousand af 31 December 2017)
mainly due fo the item “Receivables from Parent Company” which af 31 December

Total intangible
assets

12,183
(@95)
11,188

3,002

(1,325)

30

15,215
(2,320

12,895



2018 had a negative balance and is therefore reported under current financial
liabilities.

"Other Financial Receivables” of € 55 thousand (€ 70 thousand at 31 December
2017) refers to prepaid expenses relafing to bank fees for loans.

Non-current financial assets consists of prepayments and accrued income of € 2
thousand, with a decrease of € 52 thousand over the previous year end.

The following table sets out details of “Current financial liabilities” and “Non-current

financial liabilities” at 31 December 2018 and 201/:

At 31 December 2017 Within 12 Between 1 and  More than 5
(in thousand of Euro) months 5 years years
Payables to banks 30,196 30,335 - 60,531
Payables to other lenders 77 271 - 348
Other financial payables 7 - - 7
Total 30,280 30,606 ® 60,886

At 31 December 2018 Within 12 Between 1 and ~ More than 5

(in thousand of Euro) months 5 years years

Payables to banks Q0 234 - 324
Payables to other lenders 78 194 - 272
Other financial payables 7 - - 7
Payables to Parent Company 82 - - 82
Total 257 428 - 685

In relation to "Payable to banks”, it is noted that during the financial year the

outstanding term credit granfed under an agreement with Mediobanca, BNP

Paribas S.A., Intesa Sanpaolo S.p.A. and UBI Banca Societd Cooperativa per

Azioni was repaid in full. Under this agreement a medium+erm loan was granted o

the Company divided into two credit facilities, both to be used though cash draw-

downs and both having a maturity at 30 September 2019, in particular:

e aferm credit facility of up to € 120 million (of which € 120 million were drawn
down| with inferest payable at &-month Euribor + 100 basis points, fully repaid
in advance of maturity during the financial year just closed; and

* arevolving credit facility of up to € 50 million with interest payable at Euribor
+ 120 basis points, still active at 31 December 2018.

The Loan Agreement contains a series of general requirements and covenants for

which the Company is responsible, and events of default in line with market practice

for loans of a similar amount and nature, but does not however include restrictions
or limitations on the payment of dividends by the Company.
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The covenants include a commitment to comply with the following parameters, with
which compliance is checked on a sixmonthly basis and with which the present
financial statements comply:
e Net financial position/shareholders' equity, which must be less than or equal
to 2.75; and
®  Net financial position/gross operating margin, which must be less than or
equal to 2.75.
During the financial year Interest Rate Swap (IRS) contracts of 50% of the value
of the term credit line were terminated with the adjustment at the same time of the
corresponding value in the cashflow hedge provision under shareholders' equity.
"Payable to banks” also includes the balance outstanding at 31 December 2018
of the ordinary loan granted by Mediocredito Centrale in connection with the
investments financed by law no. 488,/92 (3 1st call for tender] which is repayable
in six-monthly instalments and bears interest at an annual floating rate defermined as
the sum of the sixmonth Euribor rate plus an annual spread of 0.70%. The method
by which the fair value of derivatives was determined is discussed in the paragraph
"Financial risk management — Measurement of financial instruments at fair value”.
The following table sets out the fair value of current and non-current derivatives that
are liabilities:

At 31 December At 31 December

(in thousand of Euro)

2018 2017

Contracts on inferest rates

Contracts on inferest rates - 47

"Payable to other lenders” consists mainly of the balance outstanding at 31
December 2018 of the subsidized loan granted by Cassa Depositi e Presfiti S.p.A.
which is repayable in sixmonthly instalments and bears interest at a subsidized rate
of 0.50%.

The following table sefs out the Company’s net financial position, defermined in
accordance with paragraph 127 of ESMA document no. 81 of 2011 implementing
Regulation (EC) no. 809,/2004.




At 31 December At 31 December

(in thousand of Euro) 2018 2017
A. Cash Q 7
B. Bank and post office checks and deposits 17,185 55,888
C. Securities held for frading
D. Cash and cash equivalents (A) + (B) + (C) 17,194 55,895
E. Current financial receivables 55 146
. Current payables to banks (Q0) (30,19¢)
G. Current portion of non current debt
H. Other current financial payables (167) (84)
I. Current financial debt (F) + (G) + (H) (257) (30,280)
J.  Net current financial debt (I) - (E) - (D) 16,992 25,761
K. Non current payables fo banks (234) (30,335)
L. Bonds issued
M. Other non current payables (195) 271)
N. Non current financial debt (K) + (L) + (M) (429) (30,606)
O. Net financial debt / Net financial position 16,563 (4,845)

Deferred tax assets and liabilities (note 20)

The following table sets out changes in deferred tax assets and liabilities; for further
details on the nature of deferred taxes see paragraph “Income taxes” (note 16):

(in thousand of Euro) At 31 Dece;nob]esr At 31 Decelznoble;
Saldo all'inizio del periodo 2,164 4,951
Effetto a conto economico 1,084 (1,733)
Effefto a conto economico complessivo (118) (128)
Effetto da fusione Sud Engineering (9206)
Effetto da IFRS 15 191

Saldo dlla fine del periodo 3,321 2,164
Di cui:

- crediti per imposte anticipate 3,337 3,121
- Fondo imposte differite (16) (957)

93




The balance of this item reports the amount of assets for deferred taxes net of relative
liabilities.

Changes in deferred tax assets may be analysed as follows:

Provision Emol
(in thousand of Euro) for risks and PIOYEE  Other items
benefits
charges

Balance at 31 December 2017 2,207 594 320 3,121
Impact on income statement 359 (39) (177) 143
Impact on the comprehensive income (104) (14) (118)
statfement

Impact of IFRS 15 191 191
Balance at 31 December 2018 2,566 451 320 3,337

Changes in deferred tax liabilities may be analysed as follows:

(in thousand of Euro) Other items

Balance at 31 December 2017 (957)
Impact on income statement Q4]
Balance at 31 December 2018 (16)

Other non-current assets (note 21)

"Other non-current assets” at 31 December 2018 totalled € 1,318 thousand (€ 356
thousand at 31 December 2017), with an increase of € 962 thousand compared
fo the previous year, driven by the recognition of substitute fax paid on the merger
deficit resulting from the merger by acquisition of the company Sud Engineering,
which became effective as of 22 June 2017 In this regard, the Company opted for
the ordinary regime provided by arficle 176, paragraph 24er of the Consolidated
Income Tax Act, for which the substitute tax was recognised as a prepayment of
current faxes of € 977 thousand.

"Other non-current assets” also includes guarantee deposits arising from agreements
for leased assets and equipment hosting of € 342 thousand af 31 December 2018
(€ 356 thousand at 31 December 2017).
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Inventory (note 22)

This item may be analysed as follows:

(in thousand of Euro) At 31 Dece;loblesr At 31 Dece;10b]e7r
Work in progress 226 226
Raw materials and consumables 660 666
Total Inventories 886 892

"Raw materials and consumables” relate o supplies and spare parts for the
maintenance and use of technical business assets.

Trade receivables (note 23)

The item breaks down as follows.

(in thousand of Euro) At 31 Dece;nob]e; At 31 Dece;!ok;e;
Receivables from Rai Group 66,491 58,558
Receivables from customers 7,289 15,794
Provision for bad and doubtful debts (2,313) (2,397)
Total trade receivables 71,467 71,955

"Receivables from Rai Group” consist of the balances due to the Company from RAI
under the Service Agreement. The item shows an increase of € 7,933 thousand
compared fo the previous financial year. Further details may be found in the notes
on "Revenues” and “Related party transactions”.

"Receivables from cusfomers” arise mainly from service revenues relafing tfo (i)
tower rental, (i) broadcasting, (iii) fransmission and (iv) network services which
the Company renders fo third party customers other than Rai; the item shows an

increase of € 8,505 thousand compared fo 31 December 2017.

The following table sets out changes in the provision for bad and doubtful debis:

(in thousand of Euro)

Balance at 31 December 2017 (2,397)
Utilisations 499
Provisions (448
Releases 124
Other changes (91)
Balance at 31 December 2018 (2,313)
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Other current receivables and assets (note 24)

The item breaks down as follows:

At 31 December At 31 December

(in thousand of Euro) 2018 2017
Receivable from the Parent Company for the tax consolidation 2,456 2,456
Receivables from the Parent Company for the Group's VAT 48 82
Other tax receivables 579 340
Accrued income and prepayments 1,799 1,759
Receivables from others 952 722
Total other current receivables and assets 5,834 5,359

"Receivables from the Parent Company for the fax consolidation” refer to the
receivable arising from the application made for a refund of IRES corporate income
tax regarding the deductibility of the IRAP regional production tax charged on
personnel expenses.

As discussed in the section “Related party fransactions”, the Company avails itself
of the Group VAT offsetting procedure permitted by the Ministerial Decree of 13
December 1979 on the regulations for implementing the provisions of article 73,
last paragraph, of Decree of the President of the Republic no. 633 of 26 October
1972, recognizing the following transactions with the Parent Company showing a
balance of € 48 thousand under the item “Receivables from the Parent Company for
the Group's VAT". The item in question had a balance in 2017 of € 82 thousand.
"Other tax receivables” amounted to € 579 thousand and include receivable
relating to VAT reimbursements not included in the above-mentioned procedure for
€ 344 thousand, receivables from tax authorities for Research and Development
costs incurred in 2018 following new projects pursuant to Law 190/14 for € 227
thousand and other receivables for € 8 thousand. At 31 December 2017 the itfem
fotal amount was € 340 thousand.

"Accrued income and prepayments” mainly regards the portion of the renfal costs
for land, industrial buildings and roads, systems hosting and various other expenses
which were paid during the year but relate to future periods.

"Receivables from others” principally relate to amounts due from personnel for fravel
advances and receivables from social security organizations.




Current tax receivables (note 25)

The item breaks down as follows:

(in thousand of Euro) At 31 Dece;noblesr At 31 Dece;noble;
IRES for Sud Engineering acquisition 8
Substitute tax advance Goodwill 62

Total current tax receivables 62 8

Current income tax receivables amounted to € 62 thousand at 31 December 2018,
a rise of € 54 thousand compared to the previous year. The higher figure was due
fo substitute tox paid on the merger deficit, as reported above in the section on
"Other non-current assets”.

Cash and cash equivalents (note 26)

The balance on this item amounted to € 17,194 thousand (€ 55,895 thousand at
31 December 2017). The decrease of € 38,702 thousand over the previous year
is mainly due to the payment of dividends and to the repayment of the term credit
line as described in the paragraph “Significant events”.

Shareholders’ equity (note 27)

Share capital

At 31 December 2018, Rai Way had a share capital of € 70,176 thousand
consisting of 272,000,000 ordinary shares without nominal value.

Other reserves

"Other reserves” may be analysed as follows:

At 31 December At 31 December

(in thousand of Euro) 2018 2017 Notes
Taxed extraordinary reserves 11,291 11,291 1,2,3
Reserves for advance depreciation/amortisation 9,360 9,360 1,2,3
Reserve for realignment of statutory/fiscal values for 8,038 8,038
corporate assefs 1,234
Reserve for first adoption of IFRS 7,490 7,490 2
Reserve for Cash Flow Hedge - Rates - (34)

Total other reserves 37,079 37,045

legend

1 for increase of capital

2 for covering losses

3 for distribution to shareholders

4 in case of utilisation different from covering losses, the amount must be subject fo IRES and IRAP
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Earnings per share (note 28)

Basic and diluted earnings per share have been calculated as follows:

At 31 December At 31 December

98

(in thousand of Euro, unless otherwise indicated) 2018 2017
Net profit 59,746 56,263
Average number of ordinary shares 272,000,000 272,000,000
Earnings per share (basic and diluted) in Euro 0.22 0.21

Basic and diluted eamings per share have the same value as there were no dilutive
items at the balance sheet date.

Proposal for allocation of profit

The profit for the year of € 59,745,563.46 will be allocated in accordance with
the resolution, set out below, that will be adopted by the Shareholders’ Meeting of
18 April 2019:

"Having examined the explanatory report of the Board of Directors, the Shareholders’
Meeting of Rai Way S.p.A.

resolves to allocate the net profit of the 2018 financial year of € 59,745,563.46

1. for € 59,731,200.00 as overall gross dividend of € 0.2196 to each of
the ordinary shares in circulation to be paid from 22 May 2019, subject to
entilement to payment, pursuant fo article 83-terdecies of legislative Decree of
24 February 1998, no. 58, and art. 2.6.6, paragraph 2, of the Regulation
on Markets organized and managed by Borsa ltaliana S.p.A., on 21 May
2019 (the record date) after detachment of coupon no. 5 on 20 May 2019";

2. for € 14,363.46 to the item "Profit (Loss) carry forward”.

Employee benefits (note 29)

This item may be analysed as follows:

Financial year Financial year

(in thousand of Euro) at 31 December  at 31 December
2018 2017

Balance at start of the financial year 16,443 18,699
Provisions 2,084 2,049
Inferest on obligation 179 178
Utilisation (1,062) (2,893)
Transferred to other provisions/Other changes (2,118) (1,093)
Actuarial (profit) / loss (434) (497)
Balance at the end of the financial year 15,092 16,443




The item Actuarial (profit) /loss of € 434 thousand relates to the actuarial components
for the valuation of defined benefit plans ascribed directly to Shareholders' equity
and the relative deferred taxes of € 104 thousand recorded in the Statement of
comprehensive income.

Changes in “Employee benefits” may be analysed as follows:

At 31 December At 31 December

(in thousand of Euro) 2018 2017
Severance indemnity 14,455 15,633
Other provisions 637 810
Total employee benefits 15,092 16,443

The decrease of € 1,351 thousand mainly relates to ufilizations for leavers
subscribing to the voluntary redundancy incentive scheme set up by the Company.
A further reduction is forecast in 2019, as a result mainly of the additional voluntary
departures relating to the voluntary redundancy incentive scheme set up by the
Company in 2018.

The actuarial assumptions used in calculating the employee severance indemnity
were as follows:

At 31 December At 31 December

(%; years) 2018 2017
Discount rate 1.21% 1.11%
Rate of inflation 1.50% 1.50%
Average annual percentage of personnel leaving 7.80% 7.80%
Annual probability of request of advance 1.50% 1.50%
Duration (in years) 8.6 8.5

In using these assumptions the value was also calculated of the employee severance
pay liability obtained from variations of +/- 50 bps in the discount rafe used for
the valuation, giving a result of € 14,052 thousand and € 14,887 thousand
respectively.

The item "Other provisions” referred to the company supplementary pension fund and
the senior management assistance fund. With reference to the Company’s pension
fund (of € 498 thousand), actuarial assumption calculations have highlighted the
value of the liability obtained from variations of +/- 50 bps in the discount rate
used for the valuation giving a result of € 473 thousand and € 525 thousand
respectively.
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Provisions for risks and charges (note 30)

Changes in this ifem may be analysed as follows:

Balance at Other
(in thousand of Euro) 1 January Provisions  Utilisation Releases h
2018 changes
Civil and administrative disputes 2,558 2 (1506) - - 2,404
Amounts accrued 659 1,655 (5906) (63) - 1,655
Other provisions for risks and charges 2,449 Q0 (137) (20) - 2,382
Provision for decommissioning and resforation 10,318 206 (7) - 10,517
Total provisions for risks and charges 15,984 1,953 (896) (83) - 16,958

"Provisions for risks and charges” consist of accruals for costs and losses of a
specific nature whose exisfence is cerfain but whose amount cannot be precisely
determined, or whose existence is probable and whose amount can be reliably
estimated. These provisions mainly regard the cosfs arising from civil and
administrative judicial proceedings, from the provision recognized for the costs of
dismantling and restoring fransmission sites that are owned by other parties, and
from previous costs relating to the renewal of fifle deeds for production sites.
Disbursements relating fo this ifem, with the exception of the amounts accrued provision
of which use will be made over the course of 2019, cannot be estimated with
any certainty as they mainly depend on the timescale for judicial proceedings and
strategic and/or legislative decisions on the composition and nature of the network
for broadcasting radio and television signals which are currently not predictable.

Other non-current payables and liabilities (note 40)

The item totalled € 312 thousand (€ O at 31 December 2017) and included
payables to the Tax Authority for the substitute tax on the merger deficit, as reported
in the section on “Non-current assets”, to be paid in June 2020.

Trade payables (note 31)

The item breaks down as follows:

At 31 December At 31 December

(in thousand of Euro) 2018 2017
Ppayables to suppliers 42,738 33,428
Payables to Parent Company 2,847 4,262
Total trade payables 45,585 37,690

Further details about fransactions with the Parent Company Rai may be found in the
section "Related party fransactions”..
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The item “Payables to Parent Company” refers to trade payables to Rai, with the
balance of € 2,847 thousand at 31 December 2018 representing a decrease of
€ 1,415 thousand over 31 December 2017. “Payables to suppliers” amount to €
42,738 thousand at 31 December 2018, with an increase of € 9,310 thousand
compared fo 31 December 2017.

Other current payables and liabilities (note 32)

The item breaks down as follows:

At 31 December At 31 December

(in thousand of Euro) 2018 2017
Payables to the Parent Company for the fax consolidation 20,107 17,307
Payables to Parent Company for Group's VAT

Other tax payables 1,431 1,863
Payables to social security insfitutions 3,782 2,391
Payables to personnel 6,556 6,543
Other payables 1,079 568
Other payables and accrued liabilities 984 229
Total other payables and current liabilities 33,939 28,901

"Payables to the Parent Company for the tax consolidation” amount to € 20,107
thousand (€ 17,307 thousand at 31 December 2017) and consist of the IRES
corporate income fax charge for the current year.

"Payables to personnel” amount to € 6,556 thousand, in line with the value for the
previous financial year, and include € 844 thousand for the voluntary refirement
incentive scheme (€ 1,178 thousand at 31 December 2017).

Further defails about fransactions with the Parent Rai regarding the IRES and VAT
consolidation may be found in the section “Related party transactions”, while tax
payables not forming part of this procedure are reported in the following table (IRAP
and the second instalment of the substitute tax on the merger deficit as specified in
paragraph “Non-current assets”).

Current tax payables (note 33)

The item breaks down as follows:

At 31 December At 31 December

(in thousand of Euro) 2018 2017
Direct IRAP taxes 163 410
Tax liability on Goodwill 416

Total current tax payables 579 410
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Payables for current income taxes amounted to € 579 thousand at 31 December
2018, an increase of € 169 thousand compared to 31 December 2017 due to
the effect of IRAP tax payables and the recognition of the substitute tax due on the
merger deficit, as reported in the section on “Non-current assets”.

Commitments and guarantees (note 34)

Commitments referring only fo fechnical investments amount to € 11.9 million at 31
December 2018 (€ 10.3 million at 31 December 2017).

Guarantees including assefs with third parties at 31 December 2018 amounted to €
583,439 thousand (€ 65,803 thousand af 31 December 2017) and mainly regard
personal guarantees received for the obligations of other parties and guarantees
of third parties pledged for the Company’s obligations for liabilities and payables.

Other Information (note 35)

Contingent liabilities

The Company is pary to cerfain legal disputes pending before Regional
Administrative Courts relafing to the use of radio and felevision signal fransmission
frequencies. In particular, the issue in dispute is the inferference that this causes
with the radio and/or television signal transmitted by other industry operators. All
disputes are constantly monitored by the Company's legal office, which to this
purpose engages the support of leading law firms specializing in administrative
disputes. The amounts recognized in the financial statfements as provisions for risks
and charges represent management’s best estimate of the outcome of the pending
disputes and have been calculated by faking into account the opinions of the
external legal counsels assisting the Company.

The Company is also party to a number of law suits brought by employees and
former employees in relation fo alleged faulty applications of the current regulations
governing employee agreements. As previously noted, as far as this type of litigation
is concemned the Company makes use of support provided by leading law firms
specializing in labour law during the litigation proceedings as well as employing the
services of ifs in-house legal department. The amounts recognized in the financial
statfements fo provide against the risk of losing the litigation have been calculated
by management by estimating, on the basis of the professional assessment of the
external lawyers representing the Company in court, the probable cost to be borne
by Rai Way, faking info consideration the present stage of the litigation.

Finally, Rai Way is a party to a number of law suits of a civil nature relating to the
way in which the fee due for the occupation of public space by the Company’s
owned installations is calculated.

Although it is arguing its case in the applicable courts, assisted in this by the
support of specialized law firms, also taking into account the professional opinions
formulated by these firms concerning the expected outcome of the pending




disputes, the Company has recognized as provisions for risks and charges in its
financial statements the amounts that management considers it probable that it will
be required to pay should it lose the cases.

In order to provide supplementary information on the matters discussed above, it
should forthwith be stated that in carrying out its ordinary operations the Company
avails itself of the hosting services of third parties to position its installations on
the land, buildings or structures of such parties. Since these hosting services are
generally formalized through contracts or similar legal instruments (for example:
fransfers of surface rights, concessions of public spaces, efc.), the Company may
have to incur costs for the removal of network infrastructures in the event that the
contfractual relationships with the third party hosts are not renewed or expire. A
number of specific disputes are currently in progress on this matter, which could
lead to the determination of these costs, at present not quantifiable, in the near
future. The Company accordingly believes that the possibility exists that it may in
the future have fo incur costs to satisfy the claims it has received, and in this respect
has created a provision for site decommissioning and restoration in the financial
statements for this purpose.

If the circumstances discussed above should change in the future, with the likelihood
of the Company having to incur costs that exceed the amount recognized in the
site dismantling and restoration provision becoming more probable, all necessary
measures will be taken to profect the Company's interests and adequately portray
the changed situation in the financial statements.

Compensation payable to Directors and Statutory Auditors (note
36)

The compensation payable to directors and statutory auditors, including travel
expenses, is as follows:

Financial year at 31 December

(in thousand of Euro) 2018 2017
Remuneration to Direcfors 693 603
Remuneration to Statutory Audifors 89 82
Total Directors and Statutory Auditors 782 685

Events subsequent to 31 December 2018 (note 37)

There are no significant events to report.
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Related party transactions (note 38)

Details of the transactions the Company carried out with related parties in the

years ended 31 December 2018 and 2017 are provided in the following;

related parties are identified on the basis of IAS 24 Related Party Disclosures. The

Company carries out fransactions mainly of a commercial and financial nature with

the following related parties:

®  Rai ("Parent Company” in the tables below)

e the Group's key management (“Senior Management”);

e ofher subsidiaries of Rai and/or companies in which the Parent Company has
an interest ("Other related parties”).

Related party transactions are conducted under normal market conditions.

The following table sets out details of the Company’s balances with related parties

at 31 December 2018 and 2017:

(in thousand of Euro)  Parent company Top Management optc}::i-ers?':::et: Total
Non-current financial assets

At 31 December 2018

At 31 December 2017

Current financial assets

At 31 December 2018

At 31 December 2017 76 - - 76
Current trade receivables

At 31 December 2018 66,491 - 303 66,794
At 31 December 2017 58,558 - 255 58,813
Other current receivables and assets

At 31 December 2018 2,504 - 10 2,514
At 31 December 2017 2,538 - 10 2,548
Current financial liabilities

At 31 December 2018 82 - - 82
At 31 December 2017

Trade payables

At 31 December 2018 2,847 ° = 2,847
At 31 December 2017 4,262 - - 4,262
Other current payables and liabilities

At 31 December 2018 20,549 691 1,322 22,562
At 31 December 2017 17,311 849 = 18,160
Employee benefits

At 31 December 2018 - 120 113 233
At 31 December 2017 - 120 117 237
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The following table sets out details of the Company’s transactions with related

parties in the years ended 31 December 2018 and 2017:

(in thousand of Euro)

Revenues (*)

Financial year af 31 December 2018
Financial year at 31 December 2017
Other revenues and income
Financial year at 31 December 2018
Financial year at 31 December 2017
Purchase of consumables

Financial year at 31 December 2018
Financial year at 31 December 2017
Cost of services

Financial year at 31 December 2018
Financial year at 31 December 2017
Personnel costs

Financial year af 31 December 2018
Financial year at 31 December 2017
Other costs

Financial year af 31 December 2018
Financial year at 31 December 2017
Financial income

Financial year at 31 December 2018
Financial year at 31 December 2017
Financial charges

Financial year at 31 December 2018
Financial year at 31 December 2017

Parent
company

207,060
203,382

(3)

Q1

Top

Management

60

2,207
3,051

Other
related
parties

1,120 208,180
1,036 204,418

12 10,907
12 11,687
798 3,035
876 3,924
123

91

13

[*) The amounts are recognised gross of margin costs to the Parent Company for € 22,755 thousand

(€ 22,678 thousand af 31 December 2017) and to Other related parties for € 782 thousand (€ 707

thousand at 31 December 2017)
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Parent Company

The Company carries out transactions with the Parent Company that are mostly of
a commercial nature.

Financial agreements between Rai Way and Rai

Financial relationships between the Company and Rai were governed by the
following agreements originally entered into on 16 July 2007 and tacitly renewed
annually:

e Cenfralized treasury agreement

® |ntercompany current account agreement

® Agency agreement

e Credit facility agreement

Under the centralized treasury agreement the Company's financial management
was assigned fo the Parent Company by a system of cash pooling. The Company
had stipulated an agreement with Banca Intesa Sanpaolo under which at the end
of each working day (at close of business) the bank transferred the outstanding
balance on the Company's current account (the “Source Account’) to the current
bank account held by Rai; as a consequence of the agreement there was always
a nil balance on the Source Account af the end of the day. The agreement did
not provide for any charges to be borne by the Company but the debit or credit
balances on the infercompany current account were remunerated by virtue of the
agreement discussed below.

The intercompany current account provided for the automatic transfer of the positive
and negative balances arising from the bank cash pooling and from the economic
and financial fransactions conducted between the Company and Rai to an
infercompany current account set up for the purpose. The Parent Company applied
interest on these balances at money market rates (Euribor] plus/minus a spread that
was updated on a quarterly basis.

The agency agreement allowed Rai to seftle and collect the payables and receivables
due fo or from the other companies of the Rai Group.

The credit facility agreement provided for the opening of a credit facility in the
Company's favour fransacted through the intercompany current account up fo
an amount of € 100 million. The facility varied, depending on the Company’s
cash requirements, within the limits of the financial plans approved by the Parent
Company. Any balances arising from this arrangement, which had an original
ferm of one year and was facitly renewable, had to be repaid immediately if the
centralized freasury agreement was ferminated or if there were any changes to the
current ownership structures of the Company.

As of the listing date the Company entered info a loan agreement with a syndicate
of banks, discussed in the section “Current and non-current financial assets and
liabilities”. At the same time starting from the disbursement of this loan only the
intercompany current account agreement and the agency agreement were novated
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with respect to the Company’s operational and financial independence vis-arvis

the Parent Company. The cenfralized freasury agreement and the credit facility

agreement were ferminated as of 18 November 2014, while a new intercompany

current account agreement was set up fo deal with the residual balances.

The Company has recognized the following balances in its financial statements with

respect to the intfercompany current account:

*  anil balance for financial expenses for both 2018 and 2017;

*  current financial payables of € 82 thousand at 31 December 2018 and cur-
rent financial receivables of € 76 thousand in 2017.

The 2000-2014 Service Agreement
The 2000-2014 Service Agreement executed on 5 June 2000 and valid until 31

December 2014 in the version subsequently supplemented and amended mainly
regards the provision of services for the insfallation, mainfenance and operation
of telecommunications networks and services for the transmission, distribution and
broadcasting of radio and television signals and programs for which a monthly fee
is paid which depends on the type of service provided (i.e. services that Rai Way
renders using ifs own resources or those of third parties, invesiments requested by
Rai, digital ferrestrial television broadcasting services and other services established
by the parties).

The above-mentioned 2000-2014 Service Agreement was renegotiated on 31 July
2014, with effect from 1 July 2014. As a result of this agreement the Company has
recognized revenues and receivables as described in the sections “Revenues” and
"Trade receivables” of these notes.

Service agreement with Rai and the rental agreement with related services

"The Rai service agreement” entered info in 2006 mainly relates to the provision of
the following services:
®  personnel administration;

*  general services;

® insurance policies;

e [T systems;

e administration;

e finance;

e research and technological innovation centre;

® advice and legal counsel.

The agreement expired on 31 December 2010 and remained in force until 30 June

2014, it was then renewed on 31 July 2014 with effect as of 1 July 2014.

The "Agreement for leases and for the performance of connected services”, relating
fo the lease of property and/or portions of property, including the flat roofs on
which the systems for the transmission and,/or broadcasting of radio and television
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signals stand, owned by Rai Way or third parties hosted by it, was originally

executed on 19 April 2001 and had an original term of six years tacitly renewable

for further six-year periods (the current term expires in 2019).

The fees for the above services, including the property rent and ancillary services,

are identified on the basis of the valuation criteria for each service stated in the

technical specifications. As the result of these agreements the Company recognized:

e cost of services of € 10,895 thousand and € 11,615 thousand in 2018 and
2017 respectively;

e frade payables of € 2,847 thousand and € 4,262 thousand at 31 December
2018 and 2017 respectively.

Tax consolidation

On the basis of the Consolidated Income Tax Act (arficle 117 and following of
Presidential Decree no. 917/86) and in accordance with the provisions contained
in arficle 11, paragraph 4 of the Ministerial Decree of 9 June 2004 as subsequently
amended by Ministerial Decree of 1 March 2018 which reviews the “Provisions
for the application of the domestic tax consolidation as per articles 117 o 128
of the Consolidated Income Tax Act’, Rai Way applies the group tax regime
govermed by the “Agreement for the exercise of the option with Rai for the domestic
tax consolidation”. This agreement, which governs all the mutual obligations and
responsibilities between the Parent Company and the Company, is effective for
fiscal years 2016, 2017 and 2018.

As a consequence of the tax consolidation the Company recognized “Other current
payables and liabilities” of € 20,107 thousand and € 17,307 thousand at 31
December 2018 and 2017 respectively and “Other current receivables and assets”
of € 2,456 thousand at 31 December 2018 and at 31 December 2017.

The Group’s VAT regime

The Company avails itself of the Group VAT offsefting procedure permitted by
Ministerial Decree of 13 December 1979 on the regulations for implementing the
provisions of article 73, last paragraph, of Decree of the President of the Republic
no. 633 of 26 October 1972, recording in relation to the Parent Company under
"Other current receivables and assefs” a balance at 31 December 2018 of € 48

thousand (€ 82 thousand at 31 December 2017).

Senior Management

"Key management personnel” means key executives who have the power and direct

and indirect responsibility for planning, managing and controlling the Company's

activities, and among others includes the members of the Company’s Board of

Direcfors. The Company has recognized in its financial statementfs:

®  cosfof services of € O thousand at 31 December 2018 and € 60 thousand at
31 December 2017;
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e personnel costs of € 2,207 thousand and € 3,051 thousand in at 31 Decem-
ber 2018 and 2017 respectively.

Other related parties

The Company has dealings of a commercial nature with other related parties and
in particular with:
e Rai Com S.p.A., to which the Company provides fransmission services;

e San Marino RTV which provides hosting services and receives fransmission
services from Rai Way;

*  supplementary pension funds for employees and executives.

Information relating to the provisions of Law no. 124/2017 -
Transparency on the system for the issue of public funds (note 39)

With reference fo the provisions of art. 1, paragraphs 125-129 of law no.
124/2017 "Annuallaw for the market and competition”, subsequently supplemented
by law decree “Safety” [no. 113/2018] and law decree “Simplification” (no.
135/2018), there are no significant events referable to these specific cases.

Rome, 14 March 2019

On behalf of the Board of Directors
The Chairman
Raffaele Agrusti
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DECLARATION ON THE ANNUAL FINANCIAL STATEMENTS
PURSUANT TO ARTICLE 81-TER OF CONSOB REGULATION NO.
11971 OF 14 MAY 1999 AND SUBSEQUENT AMENDMENTS
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The undersigned Aldo Mancino as Chief Executive Officer and Adalberto
Pellegrino as Manager in charge of preparing the corporate documents of Rai
Way S.p.A. cerify the following, taking into account the provisions of article
154-bis, paragraphs 3 and 4 of legislative Decree no. 58 of 24 February
1998:

the adequacy in relation fo the characteristics of the business and

the effective application of the administrative and accounting procedures

for the preparation of the Company’s annual financial statements during

2018.
The assessment of the adequacy of the adminisirative and accounting
procedures for the preparation of the annual financial statements for the
year ended 31 December 2018 was performed on the basis of the process
defined by Rai Way S.p.A., taking as reference the criteria established in the
model “Internal Controls — Integrated Framework” issued by the Committee of
Sponsoring Organizations of the Treadway Commission.

We also certify that:

the annual financial statements of Rai Way S.p.A. for the year ended 31

December 2018:

a) have been prepared in accordance with the applicable international
accounting stfandards adopted by the European Union pursuant o

Regulation (EC) no. 1606,/2002 of the European Parliament and of
the Council of 19 July 2002;

bl agree with the balances on the books of account and the accounting
entries;

c) give atrue and fair view of the financial position, results of operations
and cash flows of the issuer:

the report on operations includes a reliable analysis of the performance
and results for the year as well as the issuer’s position, fogether with a
description of the main risks and uncerfainties fo which it is exposed.

Rome, 14 March 2019

Aldo Mancino Adalberto Pellegrino
Chief Executive Officer Manager in charge of preparing
the corporate accounting
documents
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PROPOSAL TO THE SHAREHOLDERS' MEETING

Annual financial statements for the year ended 31 December
2018; Report on Operations of the Board of Directors; Report
of the Board of Statutory Auditors and Report of the Inde-
pendent Auditors. Relative resolutions.

Dear Shareholders,

The Annual Financial Report at 31 December 2018, containing the Company's draft
Annual Financial Statements, along with the Report on Operations of the Board of
Directors and the declaration pursuant to art. 154-bis, paragraph 5, of legislative
Decree of 24 February 1998, no. 58, will be made available fo the public by the
methods (including publication on the Company's website, www.raiway.it, section
Corporate Governance/ Shareholders’ Meeting/Meetings/Ordinary Meeting of
18 April 2019) and terms set out by law, as will the Report of the Board of Statutory
Auditors and the Report of the Independent Auditors.

Remitting fo those documents we invite you to approve the annual financial
statements for the year ended 31 December 2018 (which close with a profit for the
year of € 59,745,563.46), proposing the following resolution:

"The Shareholders’ Meeting of Rai Way S.p.A.
having examined the Report on Operations of the Board of Directors;

acknowledging the Report of the Board of Statutory Auditors and the Report of
the External Auditors PricewaterhouseCoopers S.p.A.;

having examined the draft annual financial statements for the year ended 31
December 2018 prepared by the Board of Directors, which close with profit
for the year of € 59,745,563.46;

resolves

fo approve the annual financial statements for the year ended 31 December 2018."

Rome, 14 March 2019
On behalf of the Board of Directors
The Chairman

Raffaele Agrusti
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PROPOSAL FOR ALLOCATION OF PROFIT FOR THE YEAR.
RELATIVE RESOLUTIONS.

Dear Shareholders,
faking info account the net profit for the year 2018 of € 59,745,563.406, arising

from the financial statements at 31 December 2018, as well of the other issues
highlighted by these financial statements, also in consideration of the already
reached capacity of the legal reserve pursuant to art. 2430 of the ltalian Civil
Code, it is proposed to allocate the net profit for the 2018 financial year fo the
distribution to shareholders as dividend for a total of € 59,731,200.00 and fo
"Refained earnings” for the remaining € 14,363.46, and subsequently to allocate
a gross dividend of € 0.2196 to each of the ordinary shares in circulation to be
paid from 22 May 2019, subject fo entiflement to payment, pursuant to arficle
83+erdecies of legislative Decree no. 58 of 24 February 1998 and art. 2.6.6,
paragraph 2 of the Regulation on Markefs organized and managed by Borsa
ltaliana S.p.A., on 21 May 2019 (the record date) after defachment of coupon
no. 5 on 20 May 2019.

By virtue of the above, we therefore propose that you adopt the following resolution:

"Having examined the explanatory report of the Board of Directors, the Shareholders’
Meeting of Rai Way S.p.A.

resolves

fo allocate the net profit for the year 2018 of € 59,745,563.46 to the distribution
to shareholders as dividend for a total of € 59,731,200.00 and to “Retained
earnings” for the remaining € 14,363.46, and subsequently to allocate a dividend
of € 0.2196 [gross| to each of the ordinary shares in circulation to be paid from
22 May 2019, subject o entitlement to payment, pursuant fo article 83-erdecies
of legislative Decree of 24 February 1998, no. 58, and art. 2.6.6, paragraph 2,
of the Regulation on Markets organized and managed by Borsa ltaliana S.p.A.,
on 21 May 2019 (the record date] after detachment of coupon no. 5 on 20 May
2019."

Rome, 14 March 2019
On behalf of the Board of Directors
The Chairman
Raffaele Agrusti










Independent auditor’s report

INDEPENDENT AUDITOR’S REPORT
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Independent auditor’s report
in accordance with article 14 of Legislative Decree No. 39 of 27 January 2010 and article 10 of
Regulation (EU) No. 537/2014

To the shareholders
of Rai Way SpA

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Rai Way SpA (the Company), which comprise the income
statement, statement of comprehensive income, the statement of financial position as of 31 December
2018, statement of changes in equity, cash flow statement for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial position of Rai Way
SpA as of 31 December 2018, and of the result of its operations and cash flows for the year then ended
in accordance with International Financial Reporting Standards as adopted by the European Union, as
well as with the regulations issued to implement article 9 of Legislative Decree No. 38/2005.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA Italia).

Our responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of this report. We are independent of Rai Way SpA
pursuant to the regulations and standards on ethics and independence applicable to audits of financial
statements under Italian law. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we

do not provide a separate opinion on these matters.

Key Audit Matters

Auditing procedures performed in
response to key audit matters

Evaluation of the estimated economic and
technical useful life and recoverability of
property, plant and equipment

"Accounting policies" paragraphs “Property, plant
and equipment” and “Impairment of tangible and
intangible assets” and Note 16 “Property, plant
and equipment” to the financial statements as of
31 December 2018

The item “Property, plant and equipment” of the
financial statements of Rai Way SpA as of 31
December 2018 amounted to Euro 108.9 million
representing 61.5 per cent of total assets as of 31
December 2018.

Property, plant and equipment, starting from the
moment they are ready to be used for the purpose
they were constructed, are systematically
depreciated on a straight-line basis over their
economic and technical useful life, namely within
the period of time the Company expects these
assets will be used.

The estimated economic and technical useful life of
property, plant and equipment is revised and, if
necessary, updated by the Company’s management
at least at each balance sheet date, taking into
account that the Company’s core business is
subject to changes, even significant, linked to the
technology, regulatory and market environment.
Should management analyses highlight any
indication of impairment of these assets, their
value is compared with the assets’ recoverable

As part of our auditing, we performed the
following main procedures aimed at verifying
the evaluations made by the Company with
reference to property, plant and equipment:

i) discussion with the management of Rai
Way SpA about their conclusions reached on
the non existence of any impairment
indicators of property, plant and equipment;

ii) comparative analysis and examination, by
discussions with the relevant corporate
functions, about the most significant
differences compared with the values
recorded in the previous year and review of
the documentary evidence concerning
increases and decreases in property, plant
and equipment;

iii) verification, on a sample basis, of the
assets’ economic and technical useful life
estimated by the Company compared with
that used by the other main operators in the
sector, and review, on a sample basis, of the
accurate and consistent determination of the
depreciation charges entered in the income
statement;

iv) physical stock-count, on a sample basis, of
the property, plant and equipment items
selected from various sites of the Company in
order to verify the agreement of the tangible
assets physically identified in those sites and
those accounted for, as well as the existence
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amount, which is the higher of their fair value net of obsolete assets, if any.

of selling cost and value in use, that is the present

value of the future cash flows expected to be v) verification of the accuracy and

derived from such asset. completeness of the information provided in
the notes to the financial statements.

The evaluation of the estimated economic and

technical useful life and the recoverability of the

tangible assets of Rai Way SpA represented a key

audit matter because of the significance of the

value recognised in the financial statements, its

incidence with respect to total assets and the

complexity marking the estimates adopted by the

Company’s management.
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Responsibilities of the Directors and the Board of Statutory Auditors for the Financial
Statements

The directors are responsible for the preparation of financial statements that give a true and fair view
in accordance with International Financial Reporting Standards as adopted by the European Union, as
well as with the regulations issued to implement article 9 of Legislative Decree No.38/2005 and, in the
terms prescribed by law, for such internal control as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

The directors are responsible for assessing the ability of Rai Way SpA to continue as a going concern
and, in preparing the financial statements, for the appropriate application of the going concern basis of
accounting, and for disclosing matters related to going concern. In preparing the financial statements,
the directors use the going concern basis of accounting unless they either intend to liquidate Rai Way
SpA or to cease operations, or have no realistic alternative but to do so.

The Board of Statutory Auditors is responsible for overseeing, in the terms prescribed by law, the
financial reporting process of Rai Way SpA.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee
that an audit conducted in accordance with International Standards on Auditing (ISA Italia) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of the financial statements.
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As part of our audit conducted in accordance with International Standards on Auditing (ISA Italia),
we exercised our professional judgement and maintained professional scepticism throughout the
audit. Furthermore:

. We identified and assessed the risks of material misstatement of the financial statements,
whether due to fraud or error; we designed and performed audit procedures responsive to
those risks; we obtained audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control;

. We obtained an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control;

. We evaluated the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors;
. We concluded on the appropriateness of the directors’ use of the going concern basis of

accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Company to cease to continue as a going concern;

. We evaluated the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicated with those charged with governance, identified at an appropriate level as required by
ISA Ttalia, regarding, among other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that we identified during our
audit.

We also provided those charged with governance with a statement that we complied with the
regulations and standards on ethics and independence applicable under Italian law and communicated
with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determined those matters

that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We described these matters in our auditor’s report.
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Additional Disclosures required by Article 10 of Regulation (EU) No 537/2014

On 4 September 2014, the shareholders of Rai Way SpA in general meeting engaged us to perform the
statutory audit of the Company’s financial statements for the years ending 31 December 2014 to 31
December 2022.

We declare that we did not provide any prohibited non-audit services referred to in article 5, paragraph
1, of Regulation (EU) No. 537/2014 and that we remained independent of the Company in conducting
the statutory audit.

We confirm that the opinion on the financial statements expressed in this report is consistent with the
additional report to the Board of Statutory Auditors, in its capacity as audit committee, prepared
pursuant to article 11 of the aforementioned Regulation.

Report on Compliance with other Laws and Regulations

Opinion in accordance with Article 14, paragraph 2, letter e), of Legislative Decree No.
39/2010 and Article 123-bis, paragraph 4, of Legislative Decree No. 58/1998

The directors of Rai Way SpA are responsible for preparing a report on operations and a report on the
corporate governance and ownership structure of Rai Way SpA as of 31 December 2018, including
their consistency with the relevant financial statements and their compliance with the law.

We have performed the procedures required under auditing standard (SA Italia) No. 720B in order to
express an opinion on the consistency of the report on operations and of the specific information
included in the report on corporate governance and ownership structure referred to in article 123-bis,
paragraph 4, of Legislative Decree No. 58/1998, with the financial statements of Rai Way SpA as of 31
December 2018 and on their compliance with the law, as well as to issue a statement on material
misstatements, if any.

In our opinion, the report on operations and the specific information included in the report on
corporate governance and ownership structure mentioned above are consistent with the financial
statements of Rai Way SpA as of 31 December 2018 and are prepared in compliance with the law.

With reference to the statement referred to in article 14, paragraph 2, letter e), of Legislative Decree
No.39/2010, issued on the basis of our knowledge and understanding of the Company and its
environment obtained in the course of the audit, we have nothing to report.
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Statement in accordance with article 4 of Consob’s Regulation implementing
Legislative Decree No. 254 of 30 December 2016

The directors of Rai Way SpA are responsible for the preparation of the non-financial statement
pursuant to Legislative Decree No. 254 of 30 December 2016.

We have verified that the directors approved the non-financial statement.

Pursuant to article 3, paragraph 10, of Legislative Decree No. 254 of 30 December 2016, the non-
financial statement is the subject of a separate statement of compliance issued by ourselves.

Rome, 27 March 2019
PricewaterhouseCoopers SpA

Signed by

Pier Luigi Vitelli
(Partner)

This report has been translated into English from the Italian original solely for the convenience of
international readers
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Report of the Board of Statutory Auditors to the Shareholders’ Meeting

Report of the Board of Statutory Auditors to the Shareholders’ Meeting
Pursuant to Art. 153 of Italian Legislative Decree no. 58/98 and Art. 2429, subsection 3 of the Italian Civil
Code

Dear Shareholders,

Pursuant to Art. 153 of Italian Legislative Decree no. 58/1998 (hereinafter also referred to as
“TUF”) and to Art. 2429, subsection 2 of the Italian Civil Code, the Board of Statutory Auditors of
RAlI WAY S.p.A. (hereinafter also referred to as “RAlI WAY” or the “Company”), is required to
report to the Shareholders’ Meeting called to approve the financial reports on transactions
conducted during the year and on any omissions and/or irregularities discovered. The Board of
Statutory Auditors is also required to make any necessary proposals regarding the financial

statements and their approval, as well as other matters for which the Board is responsible.

During the financial year closed as at 31 December 2018 the Board of Statutory Auditors has
carried out a supervisory activity, as laid down by law and the Articles of Association, in
compliance with the provisions of current legislation for joint-stock companies listed in regulated
markets and in compliance with Italian Legislative Decree no. 58 of 24 February 1998 (hereinafter
also referred to as “TUF”). The activities carried out by the Board of Statutory Auditors were also
based on compliance with the Code of Conduct recommended by the National Council of
Chartered Accountants and Accounting Experts.

This report has been drawn up in compliance with the indications set out by CONSOB with its own
recommendations inherent to corporate controls and the activity of the Board of Statutory

Auditors and of Italian Legislative Decree no. 39 of 27 January 2010.
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The auditing firm PricewaterhouseCoopers S.p.A. (hereinafter also referred to as “PwC”) was

appointed to carry out an audit for the 2014 — 2022 period by a Shareholders’ resolution on 4
September 2014.

The Board of Statutory Auditors has received and verified the information illustrated below by
taking part in Shareholders' Meetings, meetings of the Board of Directors and of the Board's
subcommittees, as well as through a continuous flow of information with the auditing firm, with
the various corporate functions (including Finance, Legal, Audit, Enterprise Risk Management) and

through periodical meetings with the Supervisory Body.

CORPORATE GOVERNANCE

The Company has adopted the latest edition of the Code of Conduct for listed companies
prepared by the Corporate Governance Committee for listed companies dated July 2018
(hereinafter, the “Code of Conduct”). The Annual Report on Corporate Governance and
Ownership Report, drawn up pursuant to Art. 123-bis of the TUF, was approved by the Board of
Directors on 14 March 2019: in line with best practice and with the layout adopted also in
previous years, it includes the code’s adopted recommendations and those that was deemed best
not to adopt on the basis of the “comply or explain” principle. The recommendations formulated
by the Corporate Governance Committee of the Borsa Italiana in the letter of 21 December 2018

are also included for the attention of the Board of Directors.

The Board of Statutory Auditors confirmed that its members satisfied the criteria for
independence established by the Code of Conduct; the members of the Board conformed to the
limit on the number of posts held as established by the Regolamento Emittenti Consob (CONSOB

Issuers’ Regulations). Pursuant to Italian Legislative Decree no. 39/2010, it has also been verified
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that the members of the Board of Statutory Auditors have adequate competencies in the sector

in which the Company operates.

In 2018, the Board of Directors again confirmed conformity with the requirements of
independence for directors defined as “independent” by the Code of Conduct and by law. The
Board of Directors currently in office was appointed by the Shareholders' Meeting of 28 April
2017 and is composed of nine directors. The composition of the Board is consistent with current
regulations and the requirement of gender balance (Law no. 120 of 12 July 2011). The Board of
Directors has also appointed to subcommittees: Control and Risks Committee and Remuneration
and Appointments Committee. The Procedure for Transaction with Related Parties, whose
functions depend from the Control and Risks Committee, is in force. This procedure is published
on the Company's website and is described under the main elements of the Report on Corporate
Governance for the 2018 financial year. All members of the above-mentioned Committees are

independent.

Furthermore, the Board of Statutory Auditors verified that the Board of Directors carried out,
with reference to 2018 and in fulfilment of the provisions established by the Code of Conduct, a
self-assessment of the size, composition and functioning of the Board itself and of the
Committees formed in relation to it, and that an entirely positive assessment resulted from the
analysis of said process, both in terms of activity and functioning, and in terms of the size and

composition of the Board itself.

Since its listing, the Company has adopted a special Code on Privileged Information for the correct
management of information flows and the processing of confidential or privileged information,

subsequently revised and remaining in force also for the 2018 financial year.




The Board of Statutory Auditors, in compliance with the provisions of EU Regulations no. 596/2014

and of CONSOB Resolution no. 11971 of 14 May 1999, has reviewed the Internal Dealing Code
which the Company adopted at the time of listing. In particular, the last update of this Code was
approved by the Board of Directors on 21 June 2018, retaining the essential principles already
included and adding some verifications and updates.
Fokk REE Rk

The Company’s Financial Statements as at 31 December 2018 are submitted to you for approval.

They have been prepared in accordance with the International Accounting Standards (IAS - IFRS)

issued by the International Accounting Standards Board (IASB) adopted by the European Union

and conform to the rules issued to implement Art. 9 of Italian Legislative Decree no. 38/2005.

The Company’s Financial Statements consist of the balance sheet, income statement, statement
of changes in equity, cash flow statement, and relative annexes and notes. The Financial
Statements also include the Directors’ Report on Operations which summarises the main risks
and uncertainties to which the Company is exposed and describes the Company’s business

outlook.

It also includes the above-mentioned Corporate Governance and Ownership Report, pursuant to
Art. 123-bis of the TUF, and the Report on Remuneration, pursuant to Art. 123-ter of the TUF, as
well as the Individual Declaration of Non-Financial Information, pursuant to Italian Legislative

Decree no. 254/2016.

BOARD OF STATUTORY AUDITORS IN OFFICE FOR THE 2018-2020 THREE YEAR PERIOD
The Board of Statutory Auditors in office at the date of this report was appointed by the Annual
Shareholders’ Meeting of 23 April 2018; the Board, in office for the 2018-2020 financial years, is

composed as follows: Ms Silvia Muzi (Chairman), Ms Maria Giovanna Basile (Permanent Auditor)

125




126

and Mr Massimo Porfiri (Permanent Auditors); Alternate Auditors: Ms Nicoletta Mazzitelli, Mr

Paolo Siniscalco.

OBSERVATIONS ON THE MOST SIGNIFICANT ECONOMIC TRANSACTIONS CARRIED OUT BY THE COMPANY IN 2018

The Board of Statutory Auditors has obtained all useful information on the activities carried out
during the 2018 financial year from the Company, in compliance with the provisions of Art. 151,
subsection 1, of the Consolidated Law on Finance.

That having been said, the Board deems that the most significant economic, financial and capital
operations carried out during the financial year complied with the law and the Articles of
Association. The same were not manifestly imprudent, reckless or in contrast with the
shareholders' resolutions, or such as to compromise the integrity of the share capital. With respect
to the information and data acquired during Board of Directors meetings, the Board can also
confirm that the Directors have carried out transactions in potential conflicts of interests.

The most significant transactions to mark corporate activity are described in detail in the
Directors’ Report on Operations. A summary is given below:

® on 16 February 2018 the Company reported that it had submitted, with F2i Fondi Italiani per le
Infrastrutture SGR S.p.A. (“F2i"), a binding joint bid, subject to certain conditions, within the
process of the potential sale of Persidera S.p.A. (“Persidera”) launched by the latter’s
shareholders. The bid, which subsequently lapsed, indicated the structure of the transaction, with
the acquisition by F2i of ownership of the rights to use the frequencies currently issued to
Persidera for its own DTT multiplexes, the acquisition by Rai Way of the network infrastructure,

and the stipulation of a multi-year agreement for the provision of broadcasting services.



e on 21 March 2018, the Board of Directors approved the draft financial statements for 2017,

which closed with a profit of € 56.3 million, and a proposal to distribute a dividend of € 0.2026 per
share.

e On 23 April 2018, the Shareholders' Meeting of Rai Way approved the Company’s financial
statements for 2017 and the distribution of a dividend as proposed by the Board of Directors; It
appointed the Board of Statutory Auditors for the years 2018-2020 and its Chairman, and
determined the remuneration of the relative members; It approved the proposal submitted by the
Board of Directors for a new authorization for the purchase and disposal of treasury shares, after
withdrawing the authorisation granted on 28 April 2017, and voted in favour of approving Section
One of the Remuneration Report prepared by the Board of Directors pursuant to Article 123-ter,
paragraph 6, of Italian Legislative Decree 58/1998. On the same date the Shareholders' Meeting
passed the resolution for the fees for the independent auditing firm for the mandate for the 2017-
2022 financial years;

e on 9 July, the Company instructed Mediobanca, in its capacity as agent bank under the loan
agreement entered into by the Company with Mediobanca, BNP Paribas S.A., Intesa Sanpaolo
S.p.A. and UBI Banca Societa Cooperativa per Azioni on 15 October 2014, to proceed as of 30 July
2018 with the full and voluntary early repayment of the term facility, amounting to
€45,000,000.00 at 30 June 2018;

e on 25 September 2018, the Company announced having made a binding offer to the
shareholders of Persidera S.p.A., subject to some conditions, for the acquisition of the network
infrastructure and the relative activities of this company (the offer subsequently expired);

¢ on 13 December 2018, the Company announced the alternation, with the agreement of the

involved Directors, with effect from 1 January 2019, between Umberto Mosetti and Donatella
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Sciuto (both independent) in the context of Board Committees, the former joining the

Remuneration and Appointment Committee and the latter the Risk Control Committee.

The Board of Statutory Auditors ensured that the resolutions were supported by adequate
explanatory documentation and, where necessary, by experts’ opinions in further support of the

economic and financial adequacy of the transactions put in place.

ATYPICAL AND/OR UNUSUAL TRANSACTIONS, INCLUDING INTRA-GROUP OR WITH RELATED PARTIES

During the 2018 financial year, the Board of Statutory Auditors has not observed, nor has it
received any notifications from the Board of Directors nor from the auditing firm or the Audit
Service, regarding any atypical or unusual transactions, with third parties of with related parties;

In the Report on Operations and the Notes to the Financial Statements for 2018, the Board of
Directors provided an exhaustive description of the most important transactions performed with
related parties, in accordance with the provisions of IAS 24 and CONSOB Communication no.
17221 of 12th March 2010. Reference should be made to these documents in relation to
identifying the type of transactions in question and the associated economic, capital-related and
financial effects, as well as on the procedural methods adopted to ensure that said transactions
are performed in compliance with criteria for transparency, as well as procedural and substantive
correctness. In the light of the verifications carried out, the Board can confirm that the related
party transactions reported in the Company’s Notes to the Financial Statements for 2018 fall
within ordinary management activity and are regulated by market conditions. Reference should be
made to the Report on Operations which includes exhaustive information. It is specified that the

transactions indicated above were put in place in compliance with the modes required by the




appropriate Procedure, which is conform with the provisions of the Italian Civil Code and the

Consob’s implementing regulations.

PRINCIPLES OF PROPER ADMINISTRATION AND ADEQUACY OF THE ORGANISATIONAL STRUCTURE

The Board of Statutory Auditors has received information and supervised, to the extent of its
competence, on the adequacy of the Company’s organizational structure, in relation to
compliance with the principles of proper administration and in compliance with the law and the
Articles of Association. It has no observations to make.

The Board has verified the application of the criteria of independence and of the verification
procedures adopted by the Board of Directors, both for independent Directors and for
Components of the Board of Statutory Auditors. It has received such declarations, mentioning
them in the course of its own activity. The relative documents have been recorded by the
Company, which has provided to carry out all the required information obligations. The Board, as
previously mentioned, has verified the requirements of the Code of Conduct for listed companies
in relation to the continuing inexistence of causes for ineligibility, as well as in relation to best
practices for composition, gender and professional experience.

The Board has confirmed the implementation of the regulations of Corporate Governance
pursuant to the Code of Contact and Art. 149, subsection 1, letter c-bis of the TUF, also carrying
out the verifications in reference to compliance with the provisions of Art. 16 (formerly Art. 37) of
CONSOB Regulation no. 20249/2017 (Markets).

With regard to the adopted remuneration policy and the relative information pursuant to Art. 123-

ter of Italian Legislative Decree no. 58/98, the same was verified by the Remuneration and
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Appointment Committee and approved by the Board of Directors of 14 March 2019. The Board has

no observations to make with at this regard. The Board has participated to all the meetings of the
Remuneration and Appointment Committee.

The Board of Statutory Auditors has also verified the adequacy and reliability of the accounting
and administrative system to correctly represent the results of operations with the person in
charge of the preparation of accounting documents, pursuant to Art. 32 of the Articles of

Association, thanks to a constant exchange of information.

ADEQUACY OF INTERNAL AUDITING AND RISK MANAGEMENT. ACTIVITIES CARRIED OUT BY THE CORPORATE AND

AuDIT AND RISK MANAGEMENT

The Board of Statutory Auditors has assessed and supervised the adequacy and effectiveness of
the Internal Control and Risk Management System, as well as the work to update the Audit plan,
through frequent meetings with the Audit, Management Control, Risk Management and Legal and
Secretary functions, as well as through information received by the Director responsible for the
internal control and risk management system and by the Manager responsible for drafting
accounting documents.

The Board of Statutory Auditors has participated to all the meetings of the Control and Risk Net
and reports that no elements need to be highlighted in relation to issues subject to specific
examination.

The Board has met with the Audit function on occasion of every meeting of the Board itself, as
well as in other circumstances when it was deemed to be useful or necessary. The implementation
status of the working plan undertaken has been monitored, also through follow-up of activities

carried out during the year and, last but not least, through an analysis of the approach to risk



management by the Company and of the information system in relation to the Control and Risk

Committee, the Board of Statutory Auditors and the Board of Directors. The Board has also
acknowledged, with the Control and Risk Committee, the integrated model of enterprise risk
management adopted by the Company.

In the course of periodical meetings, the organisation of the activities of the Audit function has
been monitored, examining and acquiring the relative periodical reports submitted to the Board's
attention, requesting and obtaining information on organisational and procedural activities linked
both to the Company's characteristics and their compliance with current regulations, ensuring that
any corrective actions undertaken have resulted in an adequate and comprehensive solution.
Lastly, the Board has maintained a continuous information and discussion relationship with the
Supervisory Body and its Chairman, who has regularly reported on the activities carried out during
the financial year also in relation to the amendments made during that 2018 financial year to the
organisational Model pursuant to Italian Legislative Decree no. 231/2001.

The examination of said activities did not reveal evidence of events and/or situations that would
need to be mentioned in this Report.

On 21 June 2018, the Board of Directors renewed the mandate to the Supervisory Board for the
2018-2020 year period in the persons of: Mr Alberto De Nigro (Chairman and independent
external member), Ms Maria Giovanna Basile (permanent member of the Company's Board of
Statutory Auditors), Ms Angela Pace, in charge of the Audit function, as well as responsible for the
prevention of corruption (now contact person for anticorruption measures).

The Board of Directors of Rai Way Spa have prepared a “Three-year Plan for the Prevention of
Corruption” drawn up in compliance with the objectives set out by Law no. 190/2012
(Anticorruption Law) and the inspiring principles of the Anticorruption National Plan, updating it

annually on a voluntary basis. Starting from January 2019, the Company has adopted
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supplementary measures to the Model 231, instead of updating the Plan, in relation to the issues

contemplated by Law no. 190/2012, included in an “Anticorruption Policy” which is intended to
seamlessly overtake the Plan and benefit from greater integration with the other instruments

adopted by the company (Model 231 and Code of Conduct).

ADEQUACY AND RELIABILITY OF THE ADMINISTRATIVE SYSTEM TO REPRESENT OPERATIONAL TRANSACTIONS

With reference to this activity, the Board of Statutory Auditors has supervised the process of
financial reporting and the adequacy of the administrative and accounting system. Following the
verifications carried out, this was deemed to be adequate and able to correctly represent both
operational transactions and the preparation of the financial statements and report on operations.
With reference to the 2018 financial year, the Chief Executive Director and the Manager
responsible for the preparation of financial statements have stated: (i) that they are adequate in
terms of the characteristics of the business and the effective application of the administrative and
accounting procedures for the preparation of the Financial Statements for the 2018 financial year;
(ii) that the contents of said Financial Statements conform with the applicable international
accounting standards recognized by the European Union pursuant to Regulation (EC) no.
1606/2002 of the European Parliament and Council, established on 19 July 2002; (iii) that the
Financial Statements concerned are consistent with the records and accounting entries and
provide a true and accurate representation of the Company’s capital, economic and financial
position; (iv) that the Annual Report includes a reliable analysis of the performance and the
operating result, as well as of the Company’s situation, together with a description of the main

risks and uncertainties to which it is exposed. The above-mentioned statement also highlighted




the adequacy of the administrative and accounting procedures for the preparation of the

Company’s annual financial statements during 2018.

The Company confirmed that it prepared the Financial Statements for 2018 in accordance with
the IAS — IFRS international accounting standards recognized by the European Union pursuant to
Regulation (EC) no. 1606/2002, in force as at the end of 2018. Furthermore, the Company’s
Financial Statements for the year 2018 were drafted on a going concern basis and using the
conventional historical cost criterion, except for the valuation of financial assets and liabilities for
which application of the fair value criterion is mandatory. The Company’s Notes to the Financial
Statements, provide an analytical description of the accounting standards and valuation criteria
adopted. With reference to recently issued accounting standards, the Notes to the Financial
Statements refer to (i) the accounting standards approved by the European Union that are not yet

applicable and (ii) accounting standards not yet approved by the European Union;

The Board of Statutory Auditors of Rai Way S.p.A. has also:

a. verified that the Directors' Report on Operations for the 2018 financial year complies with
current regulations, as well as being coherent with the resolutions adopted by the Board
of Directors and with the facts represented in the Financial Statements;

b. checked its adequacy, from a point of view of the method and sensitivity analysis process
used to verify the absence of value losses from assets in the balance-sheet;

c. taken notice of the content of the half yearly financial Report, without needing to make
any observations, as well as ascertained that the latter had been made public in

accordance with the procedures set out by the regulations;
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d. verified that the Company has fulfilled the obligations of Italian Legislative Decree

254/2016 and has arranged to draw up a Declaration of a non-financial nature in

compliance with the provisions of the above-mentioned Decree;

e. has noted that the Company has continue to publish on a voluntary basis intermediate

management reports on 31 March and 30 September within the deadlines set by current

legislation;

. in its role of Internal Control and Audit Committee (CCIRC), pursuant to Art. 19, subsection

1 of Italian Legislative Decree 39/2010, as modified by Italian Legislative Decree no.
135/2016, carried out the expected specific functions of information, monitoring, control
and verification, fulfilling the obligations and tasks indicated in the above-mentioned
regulation. For such purpose, the Board worked with the Control and Risks Committee to
coordinate their respective responsibilities and to avoid overlapping of activities. The
Board’s participation in the Committee’s works facilitates coordination and information
exchange between the two bodies;

it reported that Rai Way is managed and coordinated by the parent company RAIl in
accordance with legal obligations and in particular with the observance of the conditions
set out under Art. 16 (formerly Art. 37) of the CONSOB Regulations on Markets. Reference
is made to a specific Regulation regarding the management and coordination role
exercised by the parent company RAI in relation to the Company (approved by the Board
of Directors at its meeting on 4 September 2014 and effective as of the date on which the
Company’s shares were listed on Borsa Italiana’s MTA market), which is also mentioned in

the aforementioned Corporate Governance and Ownership Report;



The Board carried out the relevant checks by obtaining information from the head of the Chief

Financial Officer’s department at the Company and from the Manager responsible for drafting
corporate accounting documents), as well as by examining business documents and the results of
the work performed by the auditing firm, pursuant to the provisions in Art. 154 bis of the TUF.

The Board has also verified compliance with the procedures for the publication and deposit of the
financial statements and interim reports, supervising the preparation and transmission of
communications relating to relevant financial information.

The Board has also verified the completeness of the information included in the Directors' Report
on Operations, coming to the conclusion that this document is compliant with applicable law and
reference accounting standards. The exchange of opinions on this document has also involved the
independent auditing firm PricewaterhouseCoopers S.p.A. in relation to the indications of
coherence between the aforementioned Report and the financial statements on which the

independent auditing firm is called to express an opinion.

RELATIONSHIP WITH THE INDEPENDENT AUDITING FIRM PURSUANT TO ARTICLE 150-B1S, PARAGRAPH 3 OF ITALIAN

LEGISLATIVE DECREE NO. 58/98

The Board has met with the independent auditing firm PricewaterhouseCoopers S.p.A., tasked
with the audit of the financial statements, both during Board's meetings and on other occasions to
discuss specific issues. With regard to the results of the financial statements for the financial year
closed as at 31 December 2018, pertinent technical in-depth examination of the most significant
items in the document were carried out in constant cooperation with the independent auditing
firm, in compliance of respective competencies and responsibilities. In application of the

provisions pursuant to Art. 150, subsection 3 of Italian Legislative Decree no. 58/98, meetings had
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the objective of exchange of information and opinions, verifying the correct use of accounting

standards and their uniformity for the purposes of the financial statements.

During the year, representatives from the auditing firm advised the Board about the auditing plan
they had prepared, how it had been executed and the results that had emerged; from these
meetings, there emerged no events or situations, regarding either the audit or any failings of the
internal control system, that need to be noted in this report;

On 27 March 2019, pursuant to Articles 14 of Italian Legislative Decree 39/2010 and 10 of EU
Regulation no. 537/2014, the auditing firm issued their Report in which it was stated that:

a) the financial statements provide a true and accurate representation of the Company's capital
and financial position as at 31 December 2018, its financial result and this cash flows for the year
ending on that date in compliance with International Financial Reporting Standards adopted by
the European Union, as well as the provision implementing Art. 9 of Italian Legislative Decree no.
38/05;

b) the Report on Operations and some specific information included in the Corporate Governance
and Ownership Report as specified in Art. 123-bis, paragraph 4 of Italian Legislative Decree no.
58/1998, are consistent with the Financial Statements as at 31 December 2018 and been drawn
up in compliance with current regulations;

c) the opinion on the financial statements expressed in the above-mentioned Report is in line
with the additional Report prepared pursuant to Art. 11 of EU Regulation no. 537/2014,
addressed to the Board of Statutory Auditors;

On 27 March 2019, pursuant to Art. 3 of Italian Legislative Decree 254/2016 and Art. 5 of CONSOB
Regulation no. 20267, the auditing firm PwC S.p.A. issued the Report including their compliance
statement. In their report, the auditing firm declared that no elements were brought to their

attention to indicate that the Declaration of non-financial information relating to the 2018



financial year had not been drawn up, in all its significant aspects, in compliance with the

requirements of the above-mentioned Decree and the selected GRI Standards.
The auditing firm has also sent to the Board of Statutory Auditors, in its role of Internal Control
and Audit Committee, the supplementary Report as set out by Art. 11 of the EU Regulation no.
537/2014, which highlighted:
e the most significant aspects in the context of the audit of the 2018 financial
statements;
e the audit methodology, the identification of significant risks and the significance
applied;
e the failure to identify any shortcomings in the internal control system in relation to
the process of financial reporting.
Furthermore, in the above-mentioned Report, the auditing firm confirmed, pursuant to Art. 6,
subsection 2), letter 4) of the European Regulation no. 537/2014, the independence of the same

as well as the measures adopted by the same auditing firm to limit such risks.

The auditing firm's Reports do not contain qualifications or disclosures, nor declarations pursuant

to Art. 14, subsection 2, letter e), of Italian Legislative Decree no. 39/2010.

Pursuant to Art. 17, subsection 9, of Italian Legislative Decree no. 39/2010, the Board of Statutory
Auditors has verified the independence of the auditing firm and that there were no omissions,
reprehensible facts or irregularities. Similarly, during the activity of supervision, no significant facts
emerged such as to require notification to supervisory bodies or mention in this report.
It is noted that, in reference to the 2018 financial year, the auditing firm PWC and its network
were paid the following fees for the audit:

e Audit activities and financial statements € 58,000

e Interim Financial Statement € 21,000
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The financial Report relating to the financial statements includes complete information on fees to

the auditing firm pursuant to Art. 149-duodecies of the Consob Issuers Regulations to which
reference is made.
During the 2018 financial year, on the basis of the information received from the audit firm, Rai

Way S.p.A. assigned tasks for services other than the audit to entities in the PwC S.p.A. network.

The fees for the above-mentioned tasks for services other than the audit amount to a total of €

151,000, as confirmed by the same auditing firm, broken down as follows:

e £115.00 for services other than the audit rendered by PricewaterhouseCoopers S.p.A.;

® € 36,500 rendered by PricewaterhouseCoopers Advisory.

Details of fees paid and payable in the financial year to the auditing firm are included in the

Company's financial statements, as required by Art.149-duodecies of the Issuers regulations.

The Board of Statutory Auditors, in its role of Internal Control and Audit Committee, has fulfilled
its duties as set out by Art. 19, subsection 1, letter e) of Italian Legislative Decree no. 39/2010 as
modified/amended by Italian Legislative Decree no. 135/2016 and by Art. 5, subsection 4 of EU
Regulation 537/2014 relating to prior approval of the above-mentioned tasks, checking their
compatibility with current regulations and, specifically, with the provisions of Art. 17 of Italian
Legislative Decree no. 39/2010 — as amended by Italian Legislative Decree no. 135/2016 — as well

as with the prohibitions pursuant to Art. 5 of EU Regulation no. 537/2014 thereto.

Furthermore, the Board has:

a) verified and monitor the independence of the auditing firm, pursuant to Articles 10, 10-
bis, 10-ter, 10-quater and 17 of Italian Legislative Decree no. 39/2010 and Art. 6 of EU
Regulation no. 537/2014, ascertaining the respect of relevant current regulations and that

the mandates for services other than the audit assigned to this company are not such as



to generate potential risks for the independence of the auditors and for the safeguards

pursuant to Art. 22-ter of Directive 2006/43/EC;

b) examined the transparency report and the additional report drawn up by the auditing firm
in compliance of the criteria set out in EU Regulation no. 537/2014, observing that, on the
basis of the information received, no critical issues in relation to the independence of the
auditing firm have been identified;

c) received written confirmation that the auditing firm has not rendered services other than
the audit that are prohibited pursuant to Art. 5, subsection 1, of EU Regulation no.
537/2014, confirming the persistence of independence of the Company in the

performance of the audit.

In 2018 the Board proposed the adoption of the appropriate procedure for “no audit services”
which the Company set out and adopted at the end of 2018.

During 2018, the Board of Statutory Auditors met 12 times, attended 12 meetings of the Board of
Directors, it took part in 11 meetings of the Control and Risks Committee and 9 meetings of the
Remuneration and Appointments Committee. It participated to the Shareholders’ Meeting of 23

April 2018.

FORMAL ACCUSATIONS PURSUANT TO ART. 2408 OF THE ITALIAN CiviL CODE AND SUBMISSION OF COMPLAINTS

In the financial year for which you are asked to approve financial statements, the Board did not

receive any formal accusations pursuant to Art. 2408 of Italian Civil Code, nor any complaints or

notifications of any type.

In 2018, the Board issued opinions and formulated observations with specific regard to:
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- the remuneration of the person in charge of the audit role, as well as the budget assigned

to the role itself;

- the Audit Plan;

- the proposal regarding the purchase and disposal of treasury shares resolved by the
Shareholders’ Meeting of 23 April 2018;

- the tasks to the auditing firm PwC and/or to network companies, for services other than
the audit including their relative fees;

- the reasoned proposal relating to the integration of the fees of the auditing firm for the

audit activity for the 2017 — 2022 period.

CONCLUSIONS
In the light of the activities carried out during the financial year, the communications with the
auditing firm PwC S.p.A., in relation to the areas within its competence, the Board of Statutory
Auditors found no impediment to:
o the approval of the financial statements for the financial year closed as at 31.12.2018 and
of the Report on Operations;
e the proposal from the Directors in the Report on Operations relating to the allocation of
profit for the year 2018.

Rome, 27 March 2019
The Board of Statutory Auditors of Rai Way S.p.A.

Ms Silvia Muzi
Ms Maria Giovanna Basile

Mr Massimo Porfiri
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