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Letter from the CEO 
Dear Shareholders and Stakeholders,

2012 was a particularly important year for Prelios. The company, although operating in an economic context 
of continued uncertainty and complexity, laid the foundations for new growth and development. 

At European level, the dynamics of the real estate sector remained substantially stable compared to the 
previous year, but at the same time the gap between more solid markets – Germany, Nordic countries and 
UK – and southern European countries – including Italy – increased. While the German market experienced 
strong volumes in the residential and commercial sectors, the recessive macroeconomic scenario and the 
prolonged political and financial instability seriously affected the domestic market, falling to the lowest level 
since the early 1990s, with a drastic drop in sales and investment volumes reduced by half compared to the 
previous year.   

The limited availability of loans penalised the number and dimension of transactions, however, the most 
critical issue was the gradual flight of international investors from Italy, who consider our country as playing 
an increasingly marginal role: just three years ago Italy represented 6% of cross-border investments, today 
the percentage is slightly above one percent. 

This scenario had an inevitable impact on our Company’s accounts, which made losses in 2012, once 
again affected by the devaluation of equity interests in investment companies: a legacy of the past business 
model. Conversely, the management and services platform, since less connected to the rotation of portfolios, 
strengthened its positive performance.  

Notwithstanding the results, 2012 was a turning point for Prelios. The terms were set for an extraordinary 
operation aimed at strengthening the Group’s assets, returning to financial stability and relaunching the 
Group’s prospects, through robust recapitalisation and restructuring of indebtedness at sustainable levels 
with the new business plans.  

The relaunch project – which was approved by the Board of Directors after receiving support from the various 
stakeholders involved, foremost the financing entities and the shareholders – is of far-reaching industrial 
significance and includes the support of Feidos S.p.a. which will not only take part in the recapitalisation of 
the Company but will also take responsibility in the management and development of the Company thanks 
to its distinctive experience in the real estate finance sector. 

Our objective is clear and challenging, and our roadmap well defined: make Prelios become a European 
reference point for advanced real estate and financial services over the next few years. The main prerequisite 
of our strategic plan is to reposition Prelios as a pure management company, which also means a “return 
to roots”: focus on services for the management of third party portfolios through dedicated companies 
(SGR, Property & Project, Agency, Valuations, Credit Servicing) in Italy, Germany and Poland, and gradual 
discontinuation of co-investment activities, on which the crisis has had the most significant impact, within an 
adequate timeframe for full exploitation.

Overall, these guidelines identify various trends, including a sharp growth in the assets managed – both real 
estate assets and non-performing loan portfolios –, a sharp recovery of the operating margin and, finally, a 
tendential reduction by half of the net financial position.   

These are the foundations on which our Company promotes truly sustainable development: definition of a 
simple and credible business model, which takes account of the market’s structural changes and places 
emphasis on real estate, management and organisational skills; a financial structure that is consistent with 
this model and more stable, making less use of leverage and taking a “lighter” approach to the capital 
invested; attention to all aspects of “doing business” and to its numerous economic, environmental and social 
dimensions, foremost the internal community, by maintaining current occupational levels and increasing the 
professionalisation of staff. 

The general economic situation, particularly of our sector, is not expected to recover, at least not in the short 
term, the problems have not been resolved and we have difficult and challenging years ahead of us. For a 
company providing services, such as Prelios, it is essential to firmly pursue values of quality, transparency 
and respect for all stakeholders – shareholders, customers, investors, partners or suppliers – in order to 
resume a major role in the international competitive arena. 

 Sergio Iasi

Prelios Chief Executive Officer
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 1. CORPORATE REVIEW 

1.1	 Mission

“Generating sustainable value using real estate strategies and solutions based on excellence, innovation and 

skills integration.”

1.2	 Real	estate	market

1.2.1 Global real estate market

According to the preliminary figures disclosed by Jones Lang LaSalle(1) at the end of 2012, the global 

volumes of “commercial” real estate investments were higher than the forecasts, reaching 436 billion dollars, 

essentially stable when compared to 435 billion dollars in 2011, marking an increase of 36% over 2010. 

In global terms, in the fourth quarter of 2012, volumes amount to 141 billion dollars, compared to 100 billion 

dollars in the third quarter and 119 billion dollars in the fourth quarter of 2011.

Direct ownership of properties exhibits our appeal in a world of high liquidity and low returns with economic 

growth prospects below trend for 2013.

In the United States, the fiscal cliff and sustained demand led to growth in investment volumes of 51% on 

a quarterly basis, as a result of sellers’ worries over the increase in taxes on capital income and the need to 

allocate capital, 34% higher than in the fourth quarter of 2011 and 11% higher YoY.

Europe exceeded expectations, reaching 2011 levels in terms of euro, but registering a decrease of 8% in 

terms of dollars, partly due to the weakness of the euro.

The UK remained the most active market in 2012 and the fourth quarter saw an increase in activities on the 

continent, with France, Germany and the Nordic countries the strongest performers towards the end of the 

year.

On the back of a better end to 2012 than the forecasts, Jones Lang LaSalle estimates volumes to be between 

450 and 500 billion dollars for the whole of 2013, with final results similar to those achieved in 2011 and 2012.

With respect to the stable market in the Americas, figures are expected to improve in Pacific Asia and results 

for the Emea area are forecast to be in line with 2012.

Growth recorded in the last quarter of the year demonstrates once more that the property markets are in a 

recovery phase and are now experiencing a YoY increase in the volume of transactions.

1.2.2 European real estate market

According to the European Commission, in 2012, GDP fell by 0.3% in real terms in EU-27 and by 0.4% in the 

Eurozone. However, 2013 can expect to see a gradual return to growth: GDP should increase by 0.4% in the 

EU and by 0.1% in the Eurozone, even though there will be sizeable variations from one country to the next. 

However, competitiveness is gradually coming back, which had been lost in some EU countries.

The forecasts were also confirmed in the latest ECB bulletin (February 2013), which highlights that economic 

growth in the Eurozone will continue to be “weak in the first half of 2013” but then “should gradually recover, 

sustained by an accommodating monetary policy”. This is a result of an improvement in the climate of 

confidence in the markets and lower fragmentation of the latter.

Thanks to this, and to structural reforms, a more robust and more uniformly distributed expansion will be 

possible in 2014, a year which can expect to see growth of 1.6% in GDP in the EU and 1.4% in the Eurozone(2). 
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(3)  CBRE, European 
Investment 
Quarterly 
MarketView, 
January 2013.

(4) CBRE, European 
Investment 
Quarterly 
MarketView, 
January 2013.

In the last three months of 2012, the real estate market witnessed a sharp acceleration in European 
investments(3), both compared to the last quarter (+48%) and with respect to the same period in 2011 (+16%). 
The annual figure proves to be in line with the 2011 figure, standing at 120 billion euro. 

The increase in volumes in the stronger countries in Western Europe offset the slowdown in activities in 
countries in Southern Europe and Central and Eastern Europe, despite the solid year-end result for Russia 
and Poland. 

It should be noted that the fourth quarter of 2012 was Poland’s most dynamic since 2006. 

In particular, the trends that emerged at the end of 2011 were confirmed in 2012; the flight to quality dynamic 
of investors, increasingly risk averse, and renewed interest in the secondary markets with values made 
appealing by the re-pricing carried out from the start of the crisis until now.

In the first market group, Germany, the “Nordic” countries (Northern countries, led by Norway) and the UK 
recorded record annual volumes, and in the second group, Spain, Ireland and Poland registered significant 
growth in volumes in the last quarter, although still below pre-crisis levels.

Despite an increase in the volume of investments in the last three months, France closed the year with a 
decrease of around 10%, when compared to 2011.

1.2.3 Italian real estate market

The constant flow of foreign capital, the wait and see policy of national institutional operators linked to 
the protraction of recessionary prospects, as well as restrictive conditions on access to financial leverage 
fostered a drastic reduction in the Italian real estate market.

According to the latest report from CBRE(4), with an investment volume of 2.6 billion euro, Italy returned to 
2001 levels, one of the lowest investment volumes recorded in the last 10 years.

The factors that weighed most heavily on the result achieved by Italy were external factors with respect to the 
real estate market: the sovereign debt crisis, which increased the Btp-Bund (Italian and German Government 
Bonds) spread to record levels, whose main effect was to drive international investors away from Italy for 
good; the new property tax (IMU), which left both domestic and international investors hanging until the end 
of 2012; political uncertainty and fears linked to a possible exit from the Euro.
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(5)  CRIF and 
MutuiSupermarket.
it, Bussola mutui, 
January 2013.

(6) Scenari Immobiliari, 
Acquisti di case da 
parte di stranieri 
in Italia (Home 
purchases by 
foreigners in Italy), 
December 2012.

(7) Jones Lang LaSalle, 
La fiducia nell’Italia 
passa attraverso 
il re-pricing 
(Confidence in 
Italy is linked to 
re-pricing), February 
2013.

RESIDENTIAL

The Italian residential market returned to the 1992 level of purchases/sales, and, according to CRIF, the 
recovery in trading of around 500,000 transactions is only expected in 2014(5).

At the same time, over the last four years, the prices per square metre have fallen by around 15%, and will not 
rise again in the near future. The decrease recorded applies more to used properties than to new or renovated 
properties, confirming that better property quality increases the ability to withstand market weakness. With 
reference to mortgage-backed purchases, the introduction of ABI (Italian Banking Association) Guidelines 
for the valuation of properties to guarantee credit exposures is also pushing banks to adopt stricter valuation 
standards which target the identification of more appropriate and often lower property prices.

In 2012, an increase was registered in foreign investments in Italian residential real estate(6), however the 
phenomenon is linked to specific investments in luxury properties primarily by UK, German and Russian 
investors. The most in-demand regions included Puglia, Lazio and Tuscany.

COMMERCIAL

According to Jones Lang LaSalle(7) in a note containing market figures for the year just ended, with an outlook for 
2013, the year 2012 closes with transactions down by half on the whole, with little activity in the Milan and Rome 
office space “markets”. The volume of non-residential investments reached 1.8 billion euro in December 2012, 
compared to almost 4 billion euro in 2011, a reduction of 50%.

Italy - Number of annual residential sales
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(8)  www.crif.it

A total of 40% of these investments were in the office sector, 24% in hotels, 16% in retail, 2% in logistics and 18% 
concerned mixed use projects or other uses.

A total of 6% of transactions involved properties earmarked for complete or partial renovation by the buyers.

During the year, investors and property users needed to adjust prices into line with the new market conditions.

In the investment market, re-pricing provides the opportunity to purchase properties with higher returns, and in the 
leasing market, leads to an intensification of negotiations.

Absorption in the Milan and Rome office market also suffered, if compared to 2011.

This is because the main Italian business hubs continue to suffer from the impact of the economic cycle on the 
decisions of corporate units relating to spaces for their offices.

In Milan, absorption was in line with the expectations, at 249 thousand square metres.

In Rome, transactions in the leasing sector involved 61 thousand square metres.

The decrease in absorption in Rome (-64% compared to 2011) is the result of both the slowdown in public 
administration activities, and the role assumed by renegotiations in the user market.

The prospects for investment activities in 2013 are deemed, however, to be fairly positive, also thanks to some 
operations launched in 2012. The market trend of lengthening times to complete transactions was confirmed, 
especially during the initial phases of operations.

The weak economic outlook and the fall in employment instead contributed to the formulation of a less optimistic 
scenario than 2012 for the office leasing market.

Aside from letting activities in the strictest sense, negotiations of existing contracts take on increasingly greater 
significance.

As regards the retail sector, in 2012 the volume of investments in Italy fell by 42% compared to 2011, reaching 1.4 
billion euro. 

With respect to the previous year, the worsening in Italy’s position in Europe, with fears over the exit from the 
Eurozone, definitely contributed to the negative result, especially among international investors who are the chief 
buyers of shopping centres in Italy. In addition, factors such as the general uncertainty linked to political events and 
to the weight of the IMU (municipal property tax), only communicated in December, helped significantly lengthen 
negotiation times, also leading, in some cases, to the suspension of negotiations already commenced. The High 
Street sector, a more domestic market, with around 290 million euro, registered a decrease of almost 80% in 
the volume of investments compared to 2011. In this case, a combination of factors, such as the low supply of 
properties for sale and misalignment between supply and demand in terms of values, had the greatest impact on 
the result.

MORTGAGES

The year 2012 was a “black year in terms of the demand for household loans”: mortgage demand fell by 42%(8) 
compared to 2011, while the demand for loans went down by 4%, but in comparison to 2008, hence before the 
consolidation of the negative economic situation, the overall decrease stood at 18%. An analysis of the trend 
recorded throughout the whole of 2012 confirms the considerable weakness deriving from fragile family budgets, 
shaped by a rise in inflation, from unemployment levels that are worryingly on the rise and persistent uncertainty 
over the recovery prospects of the economy, which led to a very cautious approach to obtaining credit, both in the 
form of mortgages and loans. 

Italy - Volume of corporate real estate investments (billions of euro)
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(9)  ULI –PWC, 
Emerging Trends in 
real Estate Europe 
2013, January 
2013.

(10) BNP Paribas Real 
Estate, residential 
Investment Germany 
2012, January 
2013.

As regards the demand for mortgages, the survey explains, it also reflects the hugely negative trend in the buying/
selling of residential properties which, in the year just closed, in fact returned to volumes not even remotely 
comparable to those recorded in the peak years, between 2004 and 2008.

1.2.4 German real estate market

According to the latest ULI –PWC report(9), German cities dominate the investment prospects for the 
commercial real estate sector in Europe. 

The classification of 27 cities across Europe, on the basis of expectations regarding the market performance 
in 2013, sees Munich top the league table, followed by Berlin in second place, and Hamburg in fifth spot, as 
a result of the cities’ strong local micro-economic climate and resilient property market conditions.

The strong and liquid Munich market is an attractive proposition for investors looking for dependable locations 
that can withstand economic turbulence. Munich has a mixture of global and mid-sized business occupiers 
and has expanding biotechnology, environmental sciences and media industries. Low vacancy rates and 
constrained supply mean that investors are confident of rental growth in 2013, while a rapid increase in 
tourist numbers, especially from BRIC countries, provides a positive outlook for Munich’s retail market.

Dubbed by many as Europe’s “Silicon Allee”, Berlin has a growing reputation as a technology hub with over 
15,000 tech companies: the influx of skilled professionals has had a boost on the city’s residential market; 
while the city’s reputation as a cultural centre has benefitted the hotel sector.

Hamburg – investor interest in Germany’s second largest city is driven by its “safe-haven” status.

RESIDENTIAL

According to BNP Paribas(10), with a transaction volume of just over 11.4 billion euro, the residential 
investments market in Germany soared spectacularly in 2012, doubling the excellent figures achieved in the 
previous year (+91%), also exceeding the average turnover in the last five years by more than 81%.

Only the boom years (2005-2007) recorded higher values than these.

After a weak quarter, investments in the residential sector in the last three months of the year added 2.7 
billion euro.

One of the reasons for the exceptional performances in 2012 was an entire series of large transactions, e.g. 
the sale of more than 21,000 LBBW units, for more than 1.4 billion euro, the disposal of around 25,000 homes 
owned by Dkb Immobilien AG for around 960 million euro, the purchase by Deutsche Wohnen AG of roughly 
23,500 residential units for BauBeCon for more than 1.3 billion euro and the sale of TLG Wohnen to TAG 
Immobilen AG for around 470 million euro. 

The position of strength of listed real estate companies, already observed in the first three quarters, was 
confirmed even more towards the end of the year.

Real estate funds also made a substantial contribution: a little under 18% of sales were generated primarily 
by activities in the large portfolio market segment. With a share of a little under 73%, German investors 
generated the bulk of the volume of business. 

Foreign buyers also showed huge interest in German residential units, investing a total of more than 3 billion 
euro, accounting for 27% of the total.

Over the last 18 months, the rise in demand led to an increase in prices that, however, have now started to 
stabilise. 

The price levels for traditional portfolios are generally between 700 and 850 euro per square metre, while for 
more modern properties, prices are considerably higher (from 1,900 to 2,100 euro per square metre).

According to research institutes, high demand for residential assets will remain unchanged in 2013; in 
particular, increased interest is likely to come from buyers from outside Germany, with the possibility of a 
growing number of investors from Asia and the Middle East.

COMMERCIAL

As regards investments in the commercial sector, Frankfurt and Munich over-performed, registering 
unexpected growth of 3.2 billion euro (+9%) and 3.6 billion euro (+26%) respectively in 2012; Berlin again 

Directors’ report on operations / CORPORATE REVIEW
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recorded brilliant performances (+65% in 2012 with a total of 3.85 billion euro) while Hamburg’s volumes 
remained stable.

With sole reference to the offices market, investments in the city of Berlin recorded a 137% increase compared 
to the previous year, reaching 1.9 billion euro at the end of 2012. Munich, which recorded 2.8 billion euro, was 
the best performing German city in 2012. 

In 2013, Germany again proves to be most important market for retailers and that is probably the result of its 
strong economy within the Eurozone. In the first half of 2012, 20 new international brands joined the German 
market, prevalently high-end and operating in the luxury sector, including Paule Ka, Belstaff, Stone Island, 
Loiza, Zadig & Voltaire, Tory Burch and J. Lindberg(11). According to CBRE(12), Germany returned to being the 
preferred destination for international retailers, with interest from foreign companies which does not show 
any sign of subsiding and a level of consumption that remains constant from year to year. 

Rising competition among tenants in securing the best locations led to an average increase of 5% in high-
street prime rents in the six largest German cities in the second quarter of 2011. Frankfurt and Munich 
recorded the biggest increases (up 12% and 6% respectively). Fresh increases in lease values are expected 
in Frankfurt, Berlin and Hamburg(13).

1.2.5 NPL

At the end of November 2012, gross non-performing loans (before writedowns) totalled 121.8 billion euro, 2 
billion euro more than October and up 17.5 billion euro over November 2011, marking an annual increase of 
roughly 16.8%.

Non-performing loans account for 6.1% of loans at November 2012 (5.3% a year earlier). Non-performing 
loans after writedowns totalled almost 62.2 billion euro in November 2012, around 2.3 billion euro more than 
the previous month and up by around 11.6 billion euro over November 2011 (an annual increase of +22.9%). 
The net non-performing loans/total loans ratio stood at 3.23% (3.12% in October 2012 and 2.62% in 
November 2011).
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active are retailers 
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December 2012.
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1.2.6 Real estate funds

Despite the difficult period for the economy, assets under management and the real estate market, the Italian 
real estate fund industry continued to perform positively, recording better results than all other European 
countries over the last five years. Between 2008 and 2012, the number of active funds grew by 38.2% to 329, 
the NAV increased by 34.8% to 37.2 billion euro, property assets rose by 35.8% to 47 billion euro, proving to 
be the highest valued private assets in Italy, and debt rose by 88.7% to 30 billion euro. In the same period, 
the Italian real estate market recorded a decrease of 10.8%, from 121.9 billion euro to 108.7 billion euro(14).

The number of operating funds also increased (up 5.4%)(15), while the number should only fall in 2013 as a 
result of the closure of various restricted type funds. The forecasts for the next year, drawn up on the basis 
of the intent expressed by the main asset management companies, indicate a further increase in the NAV 
and assets that should hit the 50 billion euro mark (the estimate does not take in potential public funds). 
Performances are expected to be down slightly over the previous year (0.4% compared to a performance of 
0.7% in 2011). 

As regards asset allocation, despite the presence of few transactions, an increase was recorded in the 
offices-large-scale retail channel pair concentration, in line with the behaviour of major European operators.

A look at the figures published in the 2012 report from Scenari immobiliari shows that the 2013 forecasts 
indicate further growth of 6% in the segment, despite the fact investment instruments operating in the real 
estate sector are, on the whole, feeling the effects of uncertain economic conditions and, in particular, a lack 
of confidence from companies, investors and the banks themselves.
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REAL	ESTATE	FUNDS	IN	ITALY	(RETAIL	AND	RESERVED	FUNDS)

DESCRIPTION 2007 2008 2009 2010 2011 2012* 2013°

N° operating Found 1 186 238 270 305 312 329 305

Nav 2 23,940 27,600 31,200 34,000 36,100 37,200 39,500

Real Estate Asset
directly held

32,350 34,700 40,600 43,500 46,400 47,100 50,000

Weakening exercised 3 14,280 15,900 22,700 24,800 28,500 30,000 –

Performance % (Roe) 4 6.2 4.9 2.6 3.5 0.7 0.4 –

1.3	 Group	Profile

Prelios has been listed on the Italian Stock Exchange (Borsa Italiana) since 2002 and is one of the leading 
European real estate asset management and services companies, with around 10 billion euro in Assets under 
Management (AuM).
Prelios operates in Italy, Germany and Poland, relying on a skilled organisation of around 900 employees, 
with significant professional expertise and an excellent track record built up over the years in a competitive 
international arena.

Prelios used to take on minority stakes in the investments managed, with the aim of benefitting from any 
increases in value; now the Group is consolidating its repositioning according to a “pure management 
company” model, which forms the basis of the Prelios relaunch plan and which makes provision, among 
other things, for decisive equity strengthening, aimed at structurally guaranteeing its financial stability, and 
the entry of an industrial partner with recognised experience to the shareholding structure.

Through independent operating companies, Prelios now is the unique Italian real estate specialist and 
financial services platform, providing a complete and integrated range of activities aimed at increasing the 
value of third party portfolios:

• Real estate fund management

• Integrated property management services

• Real estate agency

• Valuations 

• Performing and non-performing loans management 

The Group is also one of the leading real estate services operators in Germany, operating through highly 
specialised departments in the “residential” and “commercial” segments, and in Poland, mainly in the 
management and improvement of development areas. 

1) Funds authorised 
by the Bank 
of Italy which 
completed the 
placement

2) Net Asset Value 
of funds at 
December 31st of 
each year

3) Loans effectively 
received 
(estimate)

4) ROE of retail 
funds and of 
a sample of 
reserved funds

* Estimated
° Forecast
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As at December 31, 2012, total Assets under Management (AuM) amount to 9.7(16) billion euro, and include 
real estate assets of 8.7 billion euro (market value) and non-performing loans (NPL) of 1 billion euro.

In terms of the geographical breakdown of solely real estate assets, 4.9 bilion euro are in Italy, mainly through 
real estate funds (around 4.3(17) billion euro in 23 real estate funds) managed by subsidiary Prelios SGR, one 
of the leading players in the Italian real estate market.

The remaining part of the managed portfolio is located in Germany and Poland (3.8 billion euro, of which 
around 0.1 billion euro in Poland).

1.4	 Activities	and	services

ITALY

The Prelios Italian management platform offers, through independent companies, an entire range of services 
for the management and development of third party property portfolios.

Prelios	SGR	–	Real	estate	fund	management

The Group manages real estate funds through the subsidiary Prelios SGR (90% Prelios, 10% Intesa 
Sanpaolo), which – with 23 funds and around 4.3(17) billion euro in assets under management – is one of the 
leading real estate management companies in Italy.

Prelios SGR today relies on a management team with in-depth knowledge of both the market and investors 
and an operating structure boasting high transparency, governance and risk management standards.

The company promotes and manages investment funds, separate accounts and provides advisory services 
to leading institutional, national and international investors, assisting them as partner for the definition of real 
estate investment strategies.

The funds managed also include two retail property funds, listed on the MIV segment of Borsa Italia (Italian 
Stock Exchange): Tecla, the first Italian fund with private contributions placed in 2004, and Olinda Fondo 
Shops.

In more than ten years of activity, Prelios SGR stand out for track record funds results, particularly in the core 
and core plus categories, which account for 75% of total AuM. The company obtained numerous awards, 
winning the eminent IPD European Property Investment Awards (with Cloe in 2010, Clarice in 2011 and 
FIPRS in 2012) three years in a row.

Prelios Property & Project - Integrated property management services

Prelios Property & Project Management is on of the Italian leading operator in the integrated property 
management and project development services field, with 4.9 billion euro AuM, for over 4.1 million square 
metres.

The company offers an integrated service of active and dynamic management (asset, property and facility 
management) aimed at asset value increase on behalf of public and private customers: from property 
administrative and accounting management to the relationship with tenants, technical maintenance services, 
and sales support.

In the context of development & project management, the company deals with all the phases of design and 
construction of a property or a real estate compound, ranging from concept development to turn-key delivery. 
In particular, Prelios Property & Project boasts distinguished expertise in the field of sustainability: from the 
development of new eco-sustainable properties, to green retrofitting, energy certification and energy from 
renewable sources. This is testified by the numerous awards received over the years, including the Mipim 
Award in 2011 in the “Green Building” category for the 3M Italia headquarters, one of the leading examples 
of contemporary eco-architecture.

For retail, the company has a highly specialised department, responsible for the development and value 
increase of shopping centres in Italy, including operational and administrative management, the relationship 
with retailers and the strategic optimisation of the tenant mix.

(16) Assets under 
management, with 
the exception of 
non-performing 
loans stated 
at book value, 
are stated at 
market value as 
at December 
31, 2012, on the 
basis of appraisals 
by independent 
experts.

(17) Market value 
expressed at 100% 
and including 
Excelsia 9 Srl 
portfolio.
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Prelios Agency - Real estate agency

Prelios Agency is one of the leading Italian real estate agency operators with over 7 billion euro transactions 
in the past 6 years. In particular, in the commercial segment, the company has reached a market share 
slightly below 20%.

The company is specialised in the provision of professional advisory services for the purchase and sale or 
lease of single properties and entire portfolios of office, residential, industrial, logistic and retail properties.

Thanks to a team of highly skilled professionals and a network of more than 400 loyal agents in Italy, Prelios 
Agency serves as a one-stop reference partner for all kinds of customers: from the corporate world to public 
and private investors; from real estate funds to institutional operators. It is a leading player in the Capital 
Markets, where it has collaborated with all the major Italian and international investors.

Prelios Agency assists its customers by providing advisory services in all the different steps of the value 
increase process: from the definition of the investment strategy or disposal of an asset to the implementation 
of the transaction, and from the analysis of tenants to the optimisation of the profitability of a property through 
highly specialised services like data room support, due diligence and the definition of marketing plans.

For commercial real estate, Prelios Agency represents Knight Frank in Italy on an exclusive basis.

Prelios Valuations - Valuations

Prelios Valuations is one of Italy’s leading independent operators in appraisals of the value of single properties 
and real estate asset portfolios in the light industrial/office and residential segments. With over 20,000 
appraisals in 2012, it is also a leading company in Italy for valuation services for banks (“Loan Services”).

The company has a team of professionals and a network of approximately 150 appraisers enrolled in the 
relevant professional registers, acting in compliance with the strictest international standards as well as 
the ABI guidelines and RICS Red Book. The company is also a founding partner of Assovib, the Italian 
association for the promotion of quality and professional culture in the sector of valuations made on behalf 
of Banks.

The organisational structure is divided into three areas of activity: mass appraisals, regarding large real 
estate asset portfolios, using statistical methods through the proprietary Magister technology; full appraisals, 
consisting in analysis of the value of properties and asset portfolios also through economic-financial analyses; 
loan services, i.e. loan support services by banking groups, leasing and private banking companies. 

Prelios Valuations is also the owner of Casaclick.it, one of the leading real estate trading portals in Italy, 
operating in the promotion of property purchasing and leasing.

Prelios Credit Servicing - Management of performing and non-performing loans

With a portfolio of 8.7 billion euro(18), Prelios Credit Servicing (80% Prelios, 20% indirectly Crédit Agricole 
Corporate & Investment Bank) is one of the leading operators for NPL management volume in Italy. 

The company operates through a highly specialised structure, with offices in the main Italian cities (Milan, 
Rome, Naples, Palermo), combining financial, real estate (technical and appraisal-oriented) and legal 
expertise. 

Prelios Credit Servicing offers Special Servicing services, i.e. the management and recovery of both secured 
and unsecured non-performing loans, in court and out of court; Master and Corporate Servicing, including 
the management of performing loans, cash and payment servicing and management as Servicer pursuant 
to Italian Law 130/99; due diligence of portfolios of loans subject to transfer and advisory services for 
securitisation transactions.

Prelios Credit Servicing is a privileged partner for leading financial institutions and its sound and reliable 
organisation is confirmed by the positive rating assigned by the most prominent rating agencies (Standard 
& Poor’s and Fitch).

GERMANY

Prelios Deutschland (“Prelios DE”) is one of the leading platforms of integrated real estate asset services in 
Germany, with approximately 3.8 billion euro Assets Under Management.

(18) Gross Book 
Value.
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The company offers management, technical-administrative and commercial services, operating through 
highly specialised departments in the “residential” and “commercial” sectors.

Thanks to its management, with over 20 years experience in the sector, the company has become a 
partner of reference for prominent customers and investors, including large international funds and financial 
institutions. Through main and secondary offices and multi-service regional branches Prelios DE operates in 
all major German cities, such as Hamburg, Kiel, Hannover, Munich, Berlin, Frankfurt, Konstanz and Lübeck.

In the residential sector, Prelios DE is among the major players on the German market with 50,000 properties 
managed on behalf of leading investors through an integrated management system for profit optimisation 
(PMPLUS) as well as specialised services for letting, condominium management and caretaker services.

The excellence of the commercial department, managing 1.6 million square metres, is recognised by the 
large, loyal customer and investor base, under long-term contracts. It manages shopping centres, multi-
tenant retail premises, offices, mixed used assets as well as the Highstreet retail portfolio, consisting of 85 
department stores of the German retail chain Karstadt. 

The German platform received many awards, recently winning the first prize for the best Shopping Centre in 
Germany in 2012 with Konstanz “Lago” (19).

POLAND

Prelios Polska (the new company name of Pirelli Pekao Real Estate as from December 31, 2012) manages 
assets of about 50 million euro at the domestic level, corresponding to almost 0.7 million square metres, 
mainly in the area of development and value increase projects. The company operates in Warsaw and 
Gdansk in the residential and commercial sectors.

Prelios Polska offers a full range of real estate services: from technical consulting to urban planning, from 
masterplan development to construction and turn-key delivery. 

Its customers include prominent public and private investors, with whom Prelios Polska has established a 
long-term partnership.

Over the last few years, Prelios Polska has implemented residential projects for over 3,000 units and 
commercial projects for 46,000 square metres in total, both characterised by the adoption of high eco-
sustainable standards. It also built a medical centre in the Gdansk university district, covering 34,000 square 
metres and with 300 beds.

Directors’ report on operations / CORPORATE REVIEW
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Report 2012.
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1.5	 Economic-financial	highlights

Income statement data 2012 2011 2010 2009 2008

Consolidated revenues 131.0 177.8 254.0 271.7 365.1

of which services 124.9 149.0 162.3 187.3 224.3

of which others 6.1 28.8 91.7 84.4 140.8

Operating result (72.1) (26.1)(*) 41.1 (6.6) (36.7)

of which Management Platform 8.5 20.3 24.1 7.8 (30.3)

of which Investment Activities (80.6) (46.4) 17.0 (14.4) (6.4)

One-off property tax – (8.9) – – –

Restructuring costs (21.4) (48.7) (21.2) (23.9) (44.2)

Property writedowns/revaluations (86.0) (194.6) (77.3) (31.4) (135.8)

Net income (loss) for the year (241.7) (289.6) (95.3) (104.3) (195.0)

Balance sheet data 2012 2011 2010 2009 2008

Equity 80.4 326.2 589.6 663.1 366.4

of which Group equity 74.2 318.8 579.8 653.4 361.7

Net Financial Position (520.5) (488.0) (424.0) (445.8) (861.8)

Ratios 2012 2011 2010 2009 2008

Employees at year-end (**) 878 974 1.027 1.097 1.473

Real estate assets under management - (billions) 8.7 11.2 13.2 14.4 17.3

Pro-rata NAV (billions) 0.6 0.8 1.0 1.2 0.8

(*) Taking into 
considerat ion 
the capital gain, 
net of directly 
a t t r i b u t a b l e 
c o s t s , 
generated by 
the sale of 
the operating 
c o m p a n y 
R i n a s c e n t e /
C o i n , 
amounting to 
31.8 million 
euro, operating 
results amounts 
to a positive 5.7 
million euro as 
at December 
31, 2011.

(**) The number 
of employees 
was 878 at 
December 31, 
2012, plus 
6 temporary 
staff, compared 
with 974 at 
December 31, 
2011, plus 25 
temporary staff.
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1.6	 Shareholder	structure

As at December 31, 2012, on the basis of the Shareholders’ Register, and disclosures sent to Consob and to 
the company, the following significant stakes are held in the share capital of Prelios Spa:

The shareholders’ agreement between Assicurazioni Generali, Camfin, Edizione, Intesa Sanpaolo, Massimo 
Moratti and Mediobanca regarding Prelios shares was renewed on March 28, 2012 for a further 18 months, 
and therefore until October 25, 2013, for a total amount of around 21.3% of share capital.

1.7	Performance	of	Prelios	share

In 2012, the Prelios share recorded a negative performance of 4.13% in absolute terms.

In the same period, sector ratios EPRA and sx86p recorded positive performances of 29.4% and 31.1% 
respectively. Therefore, over the 12-month period, the Prelios share underperformed these sector ratios.

14.8%

3.6%

3.1%

2.7%

2.6%

73.2%

(*) On January 22, 2013, Invesco Ltd increased its stake in Prelios to 5.089%

Invesco LTD (*) 3,6%

Assicurazioni Generali Spa 3,1%

Edizione srl 2,7%

Mediobanca spa 2,6%

Free float 73,2%
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QUOTED	PRICE	AND	CAPITALIZATIONS

Reference price a 12/31/2012 € 0.079

Maximum reference price in 2012 € 0.188

Minimum reference price in 2012 € 0.066

Average stock exchange capitalization in 2012 € 92 mln

The considerable increase in the risk premium recorded at the start of the second half of 2011 – as a result 
of the widening of spreads on sovereign debt securities – heavily shaped the performance of the financial 
markets. Therefore, 2012 was characterised by “risk on/off” phases, as a result of the trends recorded on the 
sovereign debt market. Hence, these phenomena represented the driver of allocations between the different 
asset classes and, within equity, determined the portfolio construction approaches.

Investors, in the presence of rising risk premiums, hence with widening spreads, (“risk off”), preferred to 
assume highly defensive investment profiles, favouring companies with high levels of capitalisation, solid 
business models (companies with competitive advantages, or recognised brands, or price makers), visible 
cash flows and strong financial structures.

There has been a complete about-turn in these approaches, following the intervention of the ECB governor 
at the end of July 2012 in London. Therefore, the market assumed (“risk on”) favourable attitudes to more 
risky asset classes, therefore those sectors/securities “lagging” in terms of the performance of the business 
cycle started in 2009.

The positive link between the market method (“risk on/off”) and the relative and absolute over/underperformance 
of the Prelios share was broken by the market rally at the end of July, due to the uncertainty led by the Group 
restructuring. The partiality of information known and the configuration of the relative terms/conditions, did 
not allow the market to express a compete judgment.

Therefore, the Prelios share underperformed the main Italian share market ratios and the main operators in 
the Italian real estate segment.

1.8	 Workforce(20)

Italy

Women 242

Men 205

Italy 447

Foreign 437

Total
employees

884

Women 190

Men 247

Foreign

source: Bloomberg

(20) Including 
temporary staff.

Italy Foreign

41 45

2009 2010 2011 December, 31 2012

Italy
Foreign

2008
0

900

800

700

600

500

400

300

200

100

Change in workforceAverage age
836

722

598
541 554

512 528
471 447 437



Prelios Annual Financial Report 201218

1.9	 Values	and	sustainability	

The values

The long-term horizons and daily operations of the men and women who work for Prelios are inspired by the Group’s 
values: respect, transparency, quality.

Respect is the core value of the work performed by the professionals that make up the workforce of the Group companies: 
they draw from this value the deepest sense of meaning in terms of being a team and as regards their conduct in 
professional relationships with all company stakeholders: from the internal community to customers, from partners to 
institutional and private investors.

Transparency is the necessary condition for attracting and developing economic value through long-lasting partnerships 
and is today a fundamental requirement at the level of international competitiveness.

Prelios encourages and cultivates a culture based on quality and service without compromise. All the Group companies 
share the same commitment: always to be promoters of the evolution of processes and skills, to maximise the value 
created through real estate assets. Quality management systems (QMS) extended to the different activities, the judgments 
of rating agencies and the acknowledgements and awards obtained over the years at international level are concrete 
proof of this.

For Prelios, sustainable governance means integration of sustainability into the various aspects and areas of corporate 
management. This translates into, among other things, the mapping, control and sustainable management of risks 
associated with the company’s business. Prelios promotes value creation for all stakeholders through innovation, 
capitalisation of know-how, sustainability.

The sustainability approach, model and tools
Prelios adopts a multi-stakeholder approach, i.e. it pursues sustainable and lasting growth based as far as possible on a 
fair balance between interests and expectations of all those who interact with the company, in particular:

• Environment;

•  Shareholders and Financial backers;

•  Human Resources;

•  Customers;

•  Suppliers;

•  Institutions;

•  External Community.

There are many initiatives, activities, discussion tools and projects of specific interest to the categories of stakeholder 
mentioned above. All this was discussed in depth in the 2012 Sustainability Report, to which the reader is referred for 
the relative insights. 

Prelios’s Sustainability Model is based on the principles of the UN Global Compact. The Global Compact requires 
businesses to implement and support, within their sphere of influence, ten basic principles in the area of human rights, 
working standards, the environment and combating corruption. 

Prelios bases its internal and external activity on respect for the “Values” and principles contained in the “Code of 
Ethics”. The Code of Ethics presents the general principles (transparency, correctness and loyalty) which inspire the 
performance and management of business, the objectives and values on which the company’s business is based and 
which are pursued in conjunction with economic targets.

Sustainability dimensions
In keeping with its values, the Prelios Group’s sustainability project considers all the main tools for orienting and 
governing decisions that affect the different dimensions of “doing business” and its “citizenship”: from those of Corporate 
Governance (values, code of ethics, specific bodies) to those concerning relations with shareholders and with the other 
corporate stakeholders, to those relating to quality, the environment and safety. The Sustainability Report published 
by Prelios for the eighth year is intended to bring together and report on all of these aspects, which are briefly outlined 
below.

Economic dimension
It is of primary interest for Prelios to establish and maintain a constant dialogue with its shareholders and with institutional 
investors. The company promotes an active policy of communication with institutional investors through an Investor 

Directors’ report on operations / CORPORATE REVIEW
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Relations programme. The Investor Relations department is entrusted with the task of organising presentations during 
the year – live or via conference calls – on the occasion of regular publication of the Group’s results or of other events that 
require direct communication to the market. Moreover, the Group has recently launched an information project aimed at 
its retail shareholders revolving around the specific section of the website entitled Shareholders’ Corner, which brings 
together useful information for private investors in a simple and intuitive manner.

Again as regards the economic sphere, Prelios’s attention and sensitivity to the quality of services provided have led 
to the completion and application of the Quality Management System (QMS) and to systems to measure the quality of 
activities performed and services provided. Today Prelios Agency (for both the Institutional and the Franchising parts), 
Prelios Valuations & E-Services and Prelios Property & Project Management (both for the work of providing integrated 
property management services and for the design and construction work) have a certified Quality Management System. 

The unique feature of this model is its ability to keep the customer at the centre of a complete and exhaustive service 
catalogue: the customer’s needs are examined through a global and synergistic vision of the product range in order to 
provide specialised and effective support for the improvement and modern management of assets.

With reference to the sustainable approach to relations with suppliers, Prelios applies the “Health, Workplace Safety, 
Environment and Social Responsibility Policy”, which expressly indicates the company’s commitment to “establishing 
and keeping active the procedures necessary to assess and select suppliers and sub-suppliers on the basis of their 
commitment in the field of social responsibility and the environment”.

Environmental dimension

The environmental dimension is central in Prelios and extends both to attention for the environment in performing 
its activities and to the services offered which include, in particular through the subsidiary Prelios Property & Project 
Management, development and regeneration services (“Green Retrofitting”), and energy certification services based 
on the Ecobuilding programme, aligned, that is, to the maximum standards in terms of eco-sustainability. Prelios also 
assesses and manages the impacts of its activities on the community. Direct operations are carried out at the company’s 
offices and the potential impacts could be associated with the presence in the area of the company’s employees. 
Constant monitoring has allowed a considerable reduction in energy consumption in the main Italian and foreign offices.

Social dimension

As regards the social dimension, Prelios is a company that has always distinguished itself on the real estate market for 
its innovative approach to the business and for the recognised skills of its employees. Prelios is a demanding employer, 
but is also attentive to people at all stages:

• selection which aims at searching for young people with potential to invite into and develop in the Group and for the 
critical know-how needed to strengthen the management team;

• development which aims at maintaining constant monitoring of young talents and key persons present in the 
company for whom specific development programmes are defined. One aspect of this area, among other things, is 
the recently developed course for new recruits;

• rewards which aim at attracting, motivating and retaining people of value;

• industrial relations which aim at creating open discussions and collaboration with trade union representatives; 

• organisation aimed at ensuring clarity in corporate contacts and in each person’s responsibilities; 

• human resources management which, in general, acts as a facilitator of dialogue between the company and its staff; 

• outplacement offered to resources involved in restructuring plans to support them in finding new jobs. This support 
aims to facilitate rapid and qualified re-employment in a new professional job above all through motivational support 
for people, helping them manage the stress of leaving and reducing transition times from one company to another.

Also with reference to relations with regulators and trade unions, Prelios has distinguished itself for an approach of 
maximum compliance and collaboration with institutional and social contact people.

The Prelios Group’s Industrial Relations are carried on against the backdrop of constructive dialogue, correctness and 
respect for roles. Relations and negotiations with trade unions are conducted at the appropriate levels, in accordance 
with laws, and national and/or company collective contracts. 

Conscious of its role in society, in 2012 Prelios renewed its commitment to carrying on its activities in an ethical and 
sustainable manner, establishing a solid and fruitful relationship with the community in which it works, in keeping with 
the concept of business citizenship. Through long-term projects and programmes, it has supported a number of actions 
to enhance the environmental, cultural and social assets of the areas in which it operates, overcoming the limit of 
sponsorship conceived as “visibility space” achieving forms of patronage and professional collaboration.



20

 2. CORPORATE OFFICERS 

Board	of	Directors(21)

Marco Tronchetti Provera  Chairman
Enrico Parazzini(22) Deputy Chairman
Sergio Iasi(23) Chief Executive Officer – CEO
Giuseppe Angiolini  Independent Director
Marina Brogi Independent Director
Carlo Emilio Croce Independent Director
Giovanni Fiori Independent Director
Jacopo Franzan Director
Valter Lazzari  Independent Director
Amedeo Nodari Director
Dario Trevisan Independent Director
Giorgio Valerio Independent Director
Giovanni Jody Vender Independent Director

Anna Chiara Svelto Board Secretary 

Internal	Control,	Risk	and	Corporate	Governance	Committee(24)

Dario Trevisan Independent Director - Chairman
Marina Brogi Independent Director
Giovanni Fiori Independent Director
Valter Lazzari  Independent Director

Remuneration	Committee

Giovanni Jody Vender Independent Director - Chairman
Carlo Emilio Croce Independent Director
Giorgio Valerio Independent Director

Board	of	Statutory	Auditors (25)

Enrico Laghi Chairman
Roberto Bracchetti Standing Auditor
Lelio Fornabaio Standing Auditor
Franco Ghiringhelli Alternate Auditor
Paola Giudici Alternate Auditor  

Supervisory	Board

Dario Trevisan  Chairman
Sergio Beretta Member
Lelio Fornabaio Member
Sergio Romiti Member

Manager	responsible	for	corporate	financial	reporting(26)

Angelo Cattaneo

21

Organismo di vigilanza

Dario Trevisan Presidente (Chairman)
Sergio Beretta Componente (Member)
Lelio Fornabaio Componente (Member)
Sergio Romiti Componente (Member)

Dirigente preposto alla redazione dei documenti contabili societari (26)

Angelo Cattaneo

Società di revisione

Reconta Ernst & Young S.p.A. (27)

Via della Chiusa, 2
20123 Milano
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(26) In data 27 marzo 2013, il Consiglio di Amministrazione – a seguito delle dimissioni rassegnate da Riccardo Taranto in data 28 febbraio 2013 - ha nominato, previo pa-
rere favorevole del Collegio Sindacale, Angelo Cattaneo Dirigente Preposto alla redazione dei documenti contabili e societari.

(27) Incarico conferito dall’Assemblea degli Azionisti del 14 aprile 2008.
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Consiglio di Amministrazione (21)

Marco Tronchetti Provera Presidente (Chairman)
Enrico Parazzini (22) Vice Presidente (Deputy Chairman)
Sergio Iasi (23) Amministratore Delegato (Chief Executive Officer - CEO)
Giuseppe Angiolini Amministratore indipendente (Independent Director)
Marina Brogi Amministratore indipendente (Independent Director)
Carlo Emilio Croce Amministratore indipendente (Independent Director)
Giovanni Fiori Amministratore indipendente (Independent Director)
Jacopo Franzan Amministratore (Director)
Valter Lazzari Amministratore indipendente (Independent Director)
Amedeo Nodari Amministratore (Director)
Dario Trevisan Amministratore indipendente (Independent Director)
Giorgio Valerio Amministratore indipendente (Independent Director)
Giovanni Jody Vender Amministratore indipendente (Independent Director)

Anna Chiara Svelto Segretario del Consiglio di Amministrazione (Board Secretary)

Comitato per il controllo Interno, i Rischi e la Corporate Governance (24)

Dario Trevisan Amministratore indipendente – Presidente (Independent Director - Chairman)
Marina Brogi Amministratore indipendente (Independent Director)
Giovanni Fiori Amministratore indipendente (Independent Director)
Valter Lazzari Amministratore indipendente (Independent Director)

Comitato per la Remunerazione

Giovanni Jody Vender Amministratore indipendente – Presidente (Independent Director - Chairman)
Carlo Emilio Croce Amministratore indipendente (Independent Director)
Giorgio Valerio Amministratore indipendente (Independent Director)

Collegio Sindacale (25)

Enrico Laghi Presidente (Chairman)
Roberto Bracchetti Sindaco effettivo (Standing Auditor)
Lelio Fornabaio Sindaco effettivo (Standing Auditor)
Franco Ghiringhelli Sindaco supplente (Alternate Auditor)
Paola Giudici Sindaco supplente (Alternate Auditor)

2. ORGANI SOCIETARI
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(21) In data 21 aprile 2011 l’Assemblea degli Azionisti ha nominato il Consiglio di Amministrazione, determinando in 15 il numero dei componenti e fissando la durata del
mandato fino all’approvazione del bilancio al 31 dicembre 2013. Al termine dell'Assemblea, il Consiglio ha provveduto a nominare le cariche sociali, a istituire i Comitati
endoconsiliari nonché a nominare i componenti dell'Organismo di Vigilanza. In data 17 aprile 2012, l’Assemblea degli Azionisti ha deliberato di ridurre il numero degli
amministratori da 15 a 14, non procedendo alla sostituzione di Giulio Malfatto che ha rassegnato le proprie dimissioni dalla carica di Consigliere e Vice Presidente della
Società in data 11 novembre 2011. In data 18 dicembre 2012, l’Assemblea degli Azionisti – a seguito delle dimissioni di Davide Malacalza dalla carica di Consigliere,
rassegnate in data 11 ottobre 2012, e di Paolo Massimiliano Bottelli dalla carica di Consigliere, Amministratore Delegato e Direttore Generale, rassegnate in data 13 no-
vembre 2012 – ha deliberato di ridurre il numero degli amministratori da 14 a 13 confermando altresì la nomina quale Consigliere della Società di Sergio Iasi delibera-
ta, ai sensi dell’art. 2386 del codice civile, dal Consiglio di Amministrazione in data 13 novembre 2012.

(22) Nominato Vice Presidente dal Consiglio di Amministrazione tenutosi in data 3 dicembre 2012.

(23) In data 18 dicembre 2012, l’Assemblea degli Azionisti ha confermato la nomina di Consigliere di Sergio Iasi deliberata, ai sensi dell’art. 2386 del codice civile, dal
Consiglio di Amministrazione in data 13 novembre 2012. Al termine dell’Assemblea, il Consiglio ha nominato Sergio Iasi Amministratore Delegato, confermando al me-
desimo la carica e le relative deleghe già conferite in precedenza in data 3 dicembre 2012.

(24) In data 28 agosto 2012, sono stati riformulati attività e compiti del “Comitato per il Controllo Interno e la Corporate Governance” attribuendo allo stesso anche le fun-
zioni del “Comitato Rischi” che, conseguentemente, è stato superato. Il Comitato – ridenominato “Comitato per il Controllo Interno, i Rischi e la Corporate Governance”
è composto da amministratori non esecutivi tutti indipendenti.

(25) L'Assemblea degli Azionisti in data 19 aprile 2010 ha nominato i componenti del Collegio Sindacale fino all'approvazione del bilancio al 31 dicembre 2012.
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Independent	Auditors
Reconta Ernst & Young S.p.A. (27)

Via della Chiusa, 2
20123 Milan

(21)  The shareholders’ meeting of April 21, 2011, appointed a 15-member Board of Directors, to serve until the date of approval of the financial statements 
for the year ending December 31, 2013. At the end of the Shareholders’ Meeting, the Board appointed the corporate roles, set up the additional Board 
committees, and appointed the members of the Supervisory Board. On April 17, 2012, the Shareholders’ Meeting resolved to reduce the number of 
directors from 15 to 14, choosing not to replace Giulio Malfatto who handed in his resignation from the roles of Director and Deputy Chairman of the 
Company on November 11, 2011. On December 18, 2012, the Shareholders’ Meeting - following the resignations of Davide Malacalza from the role 
of Director, on October 11, 2012, and Paolo Massimiliano Bottelli from the role of Director, Chief Executive Officer and General Manager, on November 
13, 2012 - resolved to reduce the number of directors from 14 to 13, also confirming the appointment of Sergio Iasi as Director, resolved, pursuant to 
art. 2386 of the Italian Civil Code, by the Board of Directors on November 13, 2012.n data 3 dicembre 2012.

(22)  Appointed Deputy Chairman by the Board of Directors on December 3, 2012.

(23)  On December 18, 2012, the Shareholders’ Meeting confirmed the appointment of Sergio Iasi as Director, resolved, pursuant to art. 2386 of the Italian 
Civil Code, by the Board of Directors on November 13, 2012. At the end of the shareholders’ meeting, the Board appointed Sergio Iasi as Chief 
Executive Officer, confirming his role and the associated powers already conferred previously on December 3, 2012.

(24)  On August 28, 2012, the activities and tasks of the “Internal Control and Corporate Governance Committee” were redrafted, assigning it the functions 
of the “Risk Committee” which, as a result, was replaced. The Committee - renamed the “Internal Control, Risk and Corporate Governance Committee” 
is composed of non-executive directors, all independents.

(25)  The Shareholders’ Meeting of April 19, 2010 appointed the members of the Board of Statutory Auditors to serve until the date of approval of the 
financial statements for the year ending December 31, 2012.

(26)  On March 27, 2013, the Board of Directors – following the resignation of Riccardo Taranto on February 28, 2013 – appointed, based on the prior 
favourable opinion of the Board of Statutory Auditors, Angelo Cattaneo as the Manager responsible for corporate financial reporting.

(27)  Appointed by the Shareholders’ Meeting of April 14, 2008. 
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(26) In data 27 marzo 2013, il Consiglio di Amministrazione – a seguito delle dimissioni rassegnate da Riccardo Taranto in data 28 febbraio 2013 - ha nominato, previo pa-
rere favorevole del Collegio Sindacale, Angelo Cattaneo Dirigente Preposto alla redazione dei documenti contabili e societari.

(27) Incarico conferito dall’Assemblea degli Azionisti del 14 aprile 2008.
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(21) In data 21 aprile 2011 l’Assemblea degli Azionisti ha nominato il Consiglio di Amministrazione, determinando in 15 il numero dei componenti e fissando la durata del
mandato fino all’approvazione del bilancio al 31 dicembre 2013. Al termine dell'Assemblea, il Consiglio ha provveduto a nominare le cariche sociali, a istituire i Comitati
endoconsiliari nonché a nominare i componenti dell'Organismo di Vigilanza. In data 17 aprile 2012, l’Assemblea degli Azionisti ha deliberato di ridurre il numero degli
amministratori da 15 a 14, non procedendo alla sostituzione di Giulio Malfatto che ha rassegnato le proprie dimissioni dalla carica di Consigliere e Vice Presidente della
Società in data 11 novembre 2011. In data 18 dicembre 2012, l’Assemblea degli Azionisti – a seguito delle dimissioni di Davide Malacalza dalla carica di Consigliere,
rassegnate in data 11 ottobre 2012, e di Paolo Massimiliano Bottelli dalla carica di Consigliere, Amministratore Delegato e Direttore Generale, rassegnate in data 13 no-
vembre 2012 – ha deliberato di ridurre il numero degli amministratori da 14 a 13 confermando altresì la nomina quale Consigliere della Società di Sergio Iasi delibera-
ta, ai sensi dell’art. 2386 del codice civile, dal Consiglio di Amministrazione in data 13 novembre 2012.

(22) Nominato Vice Presidente dal Consiglio di Amministrazione tenutosi in data 3 dicembre 2012.

(23) In data 18 dicembre 2012, l’Assemblea degli Azionisti ha confermato la nomina di Consigliere di Sergio Iasi deliberata, ai sensi dell’art. 2386 del codice civile, dal
Consiglio di Amministrazione in data 13 novembre 2012. Al termine dell’Assemblea, il Consiglio ha nominato Sergio Iasi Amministratore Delegato, confermando al me-
desimo la carica e le relative deleghe già conferite in precedenza in data 3 dicembre 2012.

(24) In data 28 agosto 2012, sono stati riformulati attività e compiti del “Comitato per il Controllo Interno e la Corporate Governance” attribuendo allo stesso anche le fun-
zioni del “Comitato Rischi” che, conseguentemente, è stato superato. Il Comitato – ridenominato “Comitato per il Controllo Interno, i Rischi e la Corporate Governance”
è composto da amministratori non esecutivi tutti indipendenti.

(25) L'Assemblea degli Azionisti in data 19 aprile 2010 ha nominato i componenti del Collegio Sindacale fino all'approvazione del bilancio al 31 dicembre 2012.
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 3. PRELIOS IN 2012 

As a result of the financial uncertainties that continue to affect the Euro area, a weak market context persists, 
in a macroeconomic scenario characterised by a high degree of instability. More specifically, as already 
indicated previously, the real estate sector in Italy again came to a standstill in the first half of the year, with 
a slump in property trading linked to the reduced capacity for accessing credit and re-pricing expectations, 
showing the lowest investment volumes recorded in recent years. Germany recorded growth in investments 
in the commercial segment and the main German cities dominate the commercial investment prospects in 
Europe. The German residential sector recorded excellent performances in terms of the volumes of trading, 
also thanks to large portfolio transactions.

In respect of the domestic market difficulties, the Group largely reflects the negative effects linked to future 
prospects which led to a deterioration in the profiles of expected cash flows from real estate assets and 
a considerable slowdown in trading such to make said cash flows incompatible with the sustainability of 
corporate debt as renegotiated in December 2011. This new scenario inevitably has a significant impact on 
the sale prices of properties, in case of short-term sales.

Within this difficult context, in 2012, despite the real estate market shrinking considerably, the Group was able 
to maintain positive operating margins for the management platform, while waiting for growth opportunities 
to concretely materialise in the real estate fund segment, which is showing an interesting trend.

Therefore, Prelios confirms the strategic objective of operating as a “pure management company”, through 
the relaunch of the subsidiary Prelios SGR S.p.A. (“SGR”) and the increasing development of management 
activities for third parties. In the scenario highlighted, writedowns of equity interests and real estate 
investments affected the Group’s accounts in 2012 too, which closes with a net loss of 241.7 million euro, 
compared to an equally negative result of 289.6 million euro in 2011. The result was affected by restructuring 
expenses of 21.4 million euro and writedowns of equity interests and real estate investments of 86 million 
euro, as a result of the worsening, in Italy, in the economic conditions under which real estate transactions 
are performed, which led independent external appraisers to reduce their appraisal values further.

Prelios S.p.A. (“Prelios” or the “Company”) therefore found itself in a financial and liquidity crisis, which made 
it necessary to implement some extraordinary measures needed to restore equity and financial equilibrium, 
also compromised by the critical situation in the reference market due, initially, to the financial crisis and, 
later, to the subsequent negative macroeconomic effects that have affected Italy and Europe in recent years.

It should be briefly pointed out that – upon the approval of the consolidated half-year financial report as at 
June 30, 2012 – the company’s Board of Directors (hereinafter also the “Board”) also examined and approved 
Prelios’s financial and economic position as at June 30, 2012, which showed a loss exceeding one-third 
of share capital, pursuant to art. 2446, par. 1, of the Italian Civil Code, making it necessary to call the 
Shareholders’ Meeting to put in place the necessary measures in accordance with the law. The company’s 
Board of Directors subsequently resolved to call the Shareholders’ Meeting, for the provisions within its 
area of responsibility, held on December 18, 2012. During said meeting, on the basis of the Company’s 
results and the development of the market context, uncertainties over the Company’s ability to continue as 
a going concern were shown, in the absence of extraordinary transactions that changed the current financial 
structure or that were able to generate additional cash flows with respect to those that can be generated by 
ordinary operations, as well as financial risks relating primarily to the sustainability of existing financial debt.

On November 13, 2012, the Company’s Board of Directors – at the time of the approval of the consolidated 
interim report as at September 30, 2012 – examined and approved Prelios’s financial and economic position 
as at September 30, 2012, which confirmed a decrease of more than one-third of share capital.

The Board of Directors also approved the key terms of the preliminary agreement with the industrial investor 
Feidos S.p.A., in relation to the economic-financial structure of an extraordinary transaction aimed at equity 
strengthening through the recapitalisation of the company and the rebalancing of the financial structure, 
providing the company with new growth and development prospects (the “Transaction”), then set out in a 
Memorandum of Understanding (MoU) signed by Prelios and Feidos S.p.A. on November 14, 2012.

On the same day, the Board of Directors acknowledged the resignation of Paolo Massimiliano Bottelli 
from the roles of Director, Chief Executive Officer and General Manager and co-opted Sergio Iasi in the 
role of Company Director, then appointed Chief Executive Officer on December 3, 2012, also assuming 
Administration, Finance and Control powers. Consequently, Enrico Parazzini, former Managing Director 
Finance, assumed the office of Deputy Chairman with the authority to monitor the development of the 

Azionisti riunitasi in data 18 dicembre 2012 ha confermato il dottor Sergio Iasi quale Amministratore della Società, così come
il Consiglio di Amministrazione riunitosi lo stesso giorno al termine dell’Assemblea lo ha confermato Amministratore Delegato.

In data 18 dicembre 2012, l’Assemblea degli Azionisti preso atto (i) della situazione patrimoniale ed economica di Prelios al
30 settembre 2012, (ii) della Relazione illustrativa degli amministratori redatta ai sensi dell’art. 2446 cod. civ. nonché ai sensi
dell’art. 74, primo comma, del Regolamento Emittenti e (iii) delle osservazioni del Collegio Sindacale, ha deliberato di appro-
vare la situazione patrimoniale della Società al 30 settembre 2012 e di rinviare l’adozione dei provvedimenti ai sensi dell’art.
2446 cod. civ. a data da proporsi dal Consiglio di Amministrazione anche in relazione allo sviluppo e all’attuazione dell’
Operazione e, comunque, nel rispetto di quanto previsto dal comma 2 del medesimo art. 2446 cod. civ.. Per maggiori detta-
gli si fa rinvio alla relativa documentazione pubblicata ai sensi di legge e disponibile sul sito internet della Società www.pre-
lios.com. 

La situazione patrimoniale ed il conto economico di Prelios al 31 dicembre 2012 – inclusi nel progetto di bilancio al 31 di-
cembre 2012 approvato dal Consiglio di Amministrazione della Società in data 27 marzo 2013 – registrano una perdita di
esercizio pari a Euro 214,0 milioni risultando confermata anche a fine esercizio 2012 la diminuzione di oltre un terzo del capi-
tale sociale ai sensi dell’art. 2446 cod. civ..

L’Operazione (come prevista nell’ambito dell’Accordo Quadro di cui al successivo paragrafo 3.2, sottoscritto a seguito del
Memorandum of Understanding e in conformità allo stesso) rappresenta l’implementazione delle necessarie misure volte, in
sintesi, a consentire:

• il rafforzamento patrimoniale della Società, da realizzare anche attraverso l’allargamento dell’attuale compagine sociale
con l’ingresso di un nuovo socio industriale; e 

• la revisione complessiva dell’attuale struttura di indebitamento finanziario al fine di rimodulare l’esistente esposizione de-
bitoria e assicurare il riequilibrio della situazione finanziaria attraverso un piano di risanamento e i relativi accordi di ristrut-
turazione.

Le misure di cui ai predetti punti (i) e (ii) appaiono idonee ad integrare anche gli opportuni provvedimenti da adottare ai sensi
dell’art. 2446 cod. civ., già oggetto – come detto – di rinvio da parte dell’Assemblea degli Azionisti in data 18 dicembre 2012
e dovrebbero consentire, oltre al rafforzamento patrimoniale di Prelios il riequilibrio della struttura finanziaria complessiva della
Società e del Gruppo Prelios, nonché, in una prospettiva evolutiva di contesto economico e di mercato, il rilancio delle pro-
spettive di sviluppo industriale della Società e del Gruppo Prelios.

3.1 Indebitamento finanziario

L’attuale indebitamento finanziario di Prelios ammonta al 31 dicembre 2012 a complessivi Euro 561 (28) milioni (inclusi gli inte-
ressi maturati a tale data) e trae origine da due contratti di finanziamento stipulati in data 28 dicembre 2011, anticipando l’ori-
ginaria scadenza del luglio 2012.

In tale data Prelios ha, infatti, sottoscritto un contratto di finanziamento per complessivi Euro 359 milioni (“Contratto di
Finanziamento Club Deal”) con un pool di banche composto da Intesa Sanpaolo S.p.A., UniCredit S.p.A., Banca Monte dei
Paschi di Siena S.p.A., Banca Popolare di Milano Soc. Coop. a r.l., Banca Popolare di Sondrio Soc. Coop. a r.l., Banca Popolare
dell’Emilia Romagna Soc. Coop., Banca Carige S.p.A. – Cassa di Risparmio di Genova e Imperia e Centrobanca – Banca di
Credito Finanziario e Mobiliare S.p.A. (collettivamente, le “Banche Finanziatrici”) e avente quale banca agente Banca IMI S.p.A..

Sempre in data 28 dicembre 2011, la Società ha sottoscritto con Pirelli & C. S.p.A. (“P&C” e, insieme alle Banche Finanziatrici,
i “Finanziatori”), un contratto di finanziamento per complessivi Euro 160 milioni (“Contratto di Finanziamento P&C”).

Il Contratto di Finanziamento Club Deal è stato rivisto con atto condiviso e inviato alle Banche Finanziatrici in data 18 giugno
2012 e definitivamente formalizzato in data 20 luglio 2012 con il quale, inter alia, le parti hanno concordato di sospendere i
covenant finanziari nonché i relativi obblighi di comunicazione dal 30 giugno 2012 (incluso) al 30 giugno 2013 (escluso) e di
posticipare (inizialmente fino alla data del 31 dicembre 2012 e, successivamente, alla data del 31 marzo 2013 ai sensi dello
Standstill come infra definito) il pagamento della prima rata di interessi di Euro 14,8 milioni dovuti dalla Società al 30 giugno
2012 (compreso).
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3. PRELIOS NEL 2012

A seguito delle incertezze finanziarie che continuano ad interessare l’area Euro, persiste un contesto di mercato debole, in uno
scenario macroeconomico caratterizzato da forte instabilità. Più in particolare, come già indicato in precedenza, il settore im-
mobiliare in Italia ha subito una nuova battuta d’arresto nella prima parte dell’anno registrando un crollo delle compravendite
a fronte della ridotta capacità di accesso al credito e di attese di repricing denotando volumi di investimento tra i più bassi re-
gistrati negli anni recenti. In Germania si registra una crescita degli investimenti nel segmento commerciale e le principali città
tedesche dominano le prospettive di investimento commerciale in Europa. Il settore residenziale tedesco ha registrato ottime
performance nei volumi di compravendite grazie anche ad operazioni relative a portafogli di notevoli dimensioni. 

Di fronte alle difficoltà del mercato di riferimento nazionale, il Gruppo sconta principalmente gli effetti negativi legati alle pro-
spettive future che si traducono in un deterioramento dei profili di flussi di cassa attesi dagli asset immobiliari ed un sensibile
rallentamento delle compravendite tali da rendere tali flussi incompatibili con la sostenibilità del debito corporate come rine-
goziato nel dicembre 2011. Tale nuovo scenario implica inevitabilmente un notevole impatto sui prezzi di vendita degli immo-
bili nel caso si intenda procedere a cessioni nel breve periodo. 

In questo difficile contesto, nel corso dell’esercizio 2012, il Gruppo ha saputo, nonostante la significativa contrazione del mer-
cato immobiliare, mantenere in positivo la marginalità operativa della piattaforma di gestione, in attesa che si manifestino con-
cretamente le opportunità di crescita nel comparto dei fondi immobiliari che mostra una dinamica interessante. 

Prelios conferma, dunque, l’obiettivo strategico di riposizionamento in “puro gestore” attraverso il rilancio della controllata
Prelios SGR S.p.A. (“SGR”) e il crescente sviluppo delle attività di gestione verso terzi. Nello scenario rappresentato, anche
nel 2012 le svalutazioni di partecipazioni e investimenti immobiliari hanno influenzato i conti del Gruppo, che chiude con un ri-
sultato netto negativo di 241,7 milioni di euro a fronte di un risultato parimenti negativo di 289,6 milioni di euro nel 2011. Sul
risultato netto hanno influito oneri di ristrutturazione per 21,4 milioni di euro e svalutazioni di partecipazioni e investimenti im-
mobiliari per 86 milioni di euro, in conseguenza dell’aggravamento in Italia delle condizioni economiche a cui le operazioni im-
mobiliari possono essere perfezionate, che hanno indotto i valutatori esterni indipendenti ad un’ulteriore riduzione dei valori di
perizia. 

Prelios S.p.A. (“Prelios” o la “Società”) si è venuta, quindi, a trovare in una situazione di crisi finanziaria e di liquidità tale da
rendere opportuna l’implementazione di alcune misure straordinarie necessarie al fine di ristabilire un equilibrio patrimoniale e
finanziario, compromesso anche dalla situazione di particolare criticità del mercato di riferimento dovuta, inizialmente, alla crisi
finanziaria e, successivamente, ai conseguenti effetti negativi a livello macroeconomico che negli ultimi anni hanno colpito sia
l’Italia che l’Europa.

Si ricorda brevemente che – in occasione dell’approvazione della relazione finanziaria semestrale consolidata al 30 giugno
2012 – il Consiglio di Amministrazione della Società (di seguito anche il “Consiglio”) ha, altresì, esaminato ed approvato la si-
tuazione patrimoniale ed economica di Prelios al 30 giugno 2012, da cui era emersa una perdita superiore al terzo del capi-
tale sociale, ai sensi dell’art. 2446, comma 1, cod. civ., rendendo necessaria la convocazione dell’Assemblea degli Azionisti
per l’assunzione degli opportuni provvedimenti ai sensi di legge. Il Consiglio di Amministrazione della Società ha conseguen-
temente deliberato la convocazione dell’Assemblea degli Azionisti, per i provvedimenti di competenza, tenutasi il 18 dicem-
bre 2012. In tale sede, alla luce dei risultati della Società e dell’evoluzione del contesto di mercato, erano state evidenziate le
incertezze sulla continuità aziendale, in assenza di operazioni straordinarie che modificassero l’attuale struttura finanziaria o
fossero in grado di generare flussi di cassa ulteriori rispetto a quelli generabili dall’attività caratteristica, nonché i rischi di na-
tura finanziaria connessi principalmente alla sostenibilità del debito finanziario in essere.

In data 13 novembre 2012, il Consiglio di Amministrazione della Società – in occasione dell’approvazione del resoconto in-
termedio di gestione consolidato al 30 settembre 2012 – ha esaminato e approvato la situazione patrimoniale ed economica
di Prelios al 30 settembre 2012, dalla quale è risultata confermata la diminuzione di oltre un terzo del capitale sociale. 

Il medesimo Consiglio di Amministrazione ha, inoltre, approvato i termini essenziali dell’intesa preliminare con l’investitore in-
dustriale Feidos S.p.A., relativamente alla struttura economico-finanziaria di un’operazione straordinaria volta a determinare il
rafforzamento patrimoniale mediante la ricapitalizzazione della Società e il riequilibrio della struttura finanziaria, fornendo alla
stessa nuove prospettive di crescita e sviluppo (l’“Operazione”), riflessi poi in un Memorandum of Understanding (MoU) sot-
toscritto tra la stessa Prelios e Feidos S.p.A. in data 14 novembre 2012. 

Lo stesso giorno, il Consiglio di Amministrazione ha preso atto delle dimissioni del dottor Paolo Massimiliano Bottelli dalla ca-
rica di Consigliere, Amministratore Delegato e Direttore Generale e ha cooptato il dottor Sergio Iasi alla carica di Consigliere
della Società, nominato poi Amministratore Delegato in data 3 dicembre 2012, assumendo anche i poteri in materia di
Amministrazione, Finanza e Controllo. Conseguentemente, il dottor Enrico Parazzini, già Amministratore Delegato Finance, ha
assunto la carica di Vice Presidente con delega a seguire lo sviluppo dell’Operazione. Successivamente l’Assemblea degli
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(28) L’indebitamento lordo di Euro 561 milioni, al netto delle up-front fee residue, è rappresentato da debiti verso le banche finanziatrici del “Club Deal” per Euro 359 milio-
ni, oltre interessi maturati per Euro 28,5 milioni, a cui si aggiunge il debito verso Pirelli & C. S.p.A. per Euro 160 milioni, oltre interessi maturati per Euro 13,5 milioni.
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Transaction. Subsequently, the Shareholders’ Meeting, which met on December 18, 2012, confirmed Sergio 
Iasi as Company Director, and the Board of Directors, which met on the same day after the Shareholders’ 
Meeting, confirmed him as Chief Executive Officer.

On December 18, 2012, the Shareholders’ Meeting, having acknowledged (i) Prelios’s financial and economic 
position as at September 30, 2012, (ii) the Directors’ Report drafted in accordance with art. 2446 of the 
Italian Civil Code and pursuant to art. 74, par. 1, of the Issuers Regulations and (iii) the remarks of the Board 
of Statutory Auditors, resolved to approve the Company’s balance sheet as at September 30, 2012 and 
defer the adoption of provisions pursuant to art. 2446 of the Italian Civil Code to a date to be proposed 
by the Board of Directors, also in relation to the development and implementation of the Transaction and, 
nonetheless, in compliance with the provisions of par. 2 of said art. 2446 of the Italian Civil Code. For more 
details, please refer to the relative documentation published in accordance with the law and available on the 
company’s website, www.prelios.com. 

Prelios’ balance sheet and income statement as at December 31, 2012 – included in the financial statements 
as at December 31, 2012 approved by the company’s Board of Directors on March 27, 2013 – record an 
operating loss of 214.0 million euro, and the decrease amounting to more than one-third of share capital 
pursuant to art. 2446 of the Italian Civil Code was also confirmed at the end of 2012. 

The Transaction (as envisaged in the Framework Agreement detailed in paragraph 3.2 below, signed following 
the Memorandum of Understanding and in compliance with the same) represents the implementation of the 
necessary measures targeted, in brief, to allow:

• the equity strengthening of the Company, also to be carried out through the increase in the current 
number of shareholders with the entry of a new industrial shareholder; and

• the complete review of the present financial debt structure in order to restructure the current debt 
exposure and ensure the rebalancing of the financial position through a redevelopment plan and the 
associated restructuring agreements.

The measures set out in the previous points (i) and (ii) also appropriately supplement the necessary provisions 
to be adopted in accordance with art. 2446 of the Italian Civil Code, already subject – as previously 
mentioned – to deferment by the Shareholders’ Meeting on December 18, 2012, and should allow not only 
the equity strengthening of Prelios, but the rebalancing of the overall financial structure of the company and 
of the Prelios Group, and, within an evolving economic and market context, the relaunch of the industrial 
development prospects of the Company and of the Prelios Group.

3.1	 Financial	debt

Prelios’s current financial debt amounts to a total of 561(28) million euro at December 31, 2012 (including 
interest accrued at said date) and originates from two loan agreements stipulated on December 28, 2011, 
bringing forward the original maturity of July 2012.
In fact, on said date, Prelios signed a loan agreement for a total of 359 million euro (“Club Deal Loan 
Agreement”) with a pool of banks, comprised of Intesa Sanpaolo S.p.A., UniCredit S.p.A., Banca Monte dei 
Paschi di Siena S.p.A., Banca Popolare di Milano Soc. Coop. a r.l., Banca Popolare di Sondrio Soc. Coop. a 
r.l., Banca Popolare dell’Emilia Romagna Soc. Coop., Banca Carige S.p.A. – Cassa di Risparmio di Genova 
e Imperia and Centrobanca – Banca di Credito Finanziario e Mobiliare S.p.A. (known collectively as the 
“Lending Banks”), with Banca IMI S.p.A. as agent bank.
On December 28, 2011 also, the Company signed a loan agreement for a total of 160 million euro (“P&C Loan 
Agreement”) with Pirelli & C. S.p.A. (“P&C” and, together with the Lending Banks, the “Lenders”).
The Club Deal Loan Agreement was jointly reviewed and sent to the Lending Banks on June 18, 2012, and 
definitively formalised on July 20, 2012 with which, among other things, the parties agreed to suspend the 
financial covenants and the associated communication obligations from June 30, 2012 (included) until June 
30, 2013 (excluded) and to defer (initially until December 31, 2012 and, subsequently, until March 31, 2013 
pursuant to the Standstill defined below) the payment of the first interest instalment of 14.8 million euro due 
from the Company as at June 30, 2012 (included).
The P&C Loan Agreement was formally reviewed on June 27, 2012, with which, among other things, the 
parties agreed to suspend the financial covenants and the associated communication obligations from June 
30, 2012 (included) until June 30, 2013 (excluded) and to defer to June 30, 2013 the payment of the interest 
due from the Company as at June 30, 2012 (included), amounting to around 7.0 million euro, and as at 
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Azionisti riunitasi in data 18 dicembre 2012 ha confermato il dottor Sergio Iasi quale Amministratore della Società, così come
il Consiglio di Amministrazione riunitosi lo stesso giorno al termine dell’Assemblea lo ha confermato Amministratore Delegato.

In data 18 dicembre 2012, l’Assemblea degli Azionisti preso atto (i) della situazione patrimoniale ed economica di Prelios al
30 settembre 2012, (ii) della Relazione illustrativa degli amministratori redatta ai sensi dell’art. 2446 cod. civ. nonché ai sensi
dell’art. 74, primo comma, del Regolamento Emittenti e (iii) delle osservazioni del Collegio Sindacale, ha deliberato di appro-
vare la situazione patrimoniale della Società al 30 settembre 2012 e di rinviare l’adozione dei provvedimenti ai sensi dell’art.
2446 cod. civ. a data da proporsi dal Consiglio di Amministrazione anche in relazione allo sviluppo e all’attuazione dell’
Operazione e, comunque, nel rispetto di quanto previsto dal comma 2 del medesimo art. 2446 cod. civ.. Per maggiori detta-
gli si fa rinvio alla relativa documentazione pubblicata ai sensi di legge e disponibile sul sito internet della Società www.pre-
lios.com. 

La situazione patrimoniale ed il conto economico di Prelios al 31 dicembre 2012 – inclusi nel progetto di bilancio al 31 di-
cembre 2012 approvato dal Consiglio di Amministrazione della Società in data 27 marzo 2013 – registrano una perdita di
esercizio pari a Euro 214,0 milioni risultando confermata anche a fine esercizio 2012 la diminuzione di oltre un terzo del capi-
tale sociale ai sensi dell’art. 2446 cod. civ..

L’Operazione (come prevista nell’ambito dell’Accordo Quadro di cui al successivo paragrafo 3.2, sottoscritto a seguito del
Memorandum of Understanding e in conformità allo stesso) rappresenta l’implementazione delle necessarie misure volte, in
sintesi, a consentire:

• il rafforzamento patrimoniale della Società, da realizzare anche attraverso l’allargamento dell’attuale compagine sociale
con l’ingresso di un nuovo socio industriale; e 

• la revisione complessiva dell’attuale struttura di indebitamento finanziario al fine di rimodulare l’esistente esposizione de-
bitoria e assicurare il riequilibrio della situazione finanziaria attraverso un piano di risanamento e i relativi accordi di ristrut-
turazione.

Le misure di cui ai predetti punti (i) e (ii) appaiono idonee ad integrare anche gli opportuni provvedimenti da adottare ai sensi
dell’art. 2446 cod. civ., già oggetto – come detto – di rinvio da parte dell’Assemblea degli Azionisti in data 18 dicembre 2012
e dovrebbero consentire, oltre al rafforzamento patrimoniale di Prelios il riequilibrio della struttura finanziaria complessiva della
Società e del Gruppo Prelios, nonché, in una prospettiva evolutiva di contesto economico e di mercato, il rilancio delle pro-
spettive di sviluppo industriale della Società e del Gruppo Prelios.

3.1 Indebitamento finanziario

L’attuale indebitamento finanziario di Prelios ammonta al 31 dicembre 2012 a complessivi Euro 561 (28) milioni (inclusi gli inte-
ressi maturati a tale data) e trae origine da due contratti di finanziamento stipulati in data 28 dicembre 2011, anticipando l’ori-
ginaria scadenza del luglio 2012.

In tale data Prelios ha, infatti, sottoscritto un contratto di finanziamento per complessivi Euro 359 milioni (“Contratto di
Finanziamento Club Deal”) con un pool di banche composto da Intesa Sanpaolo S.p.A., UniCredit S.p.A., Banca Monte dei
Paschi di Siena S.p.A., Banca Popolare di Milano Soc. Coop. a r.l., Banca Popolare di Sondrio Soc. Coop. a r.l., Banca Popolare
dell’Emilia Romagna Soc. Coop., Banca Carige S.p.A. – Cassa di Risparmio di Genova e Imperia e Centrobanca – Banca di
Credito Finanziario e Mobiliare S.p.A. (collettivamente, le “Banche Finanziatrici”) e avente quale banca agente Banca IMI S.p.A..

Sempre in data 28 dicembre 2011, la Società ha sottoscritto con Pirelli & C. S.p.A. (“P&C” e, insieme alle Banche Finanziatrici,
i “Finanziatori”), un contratto di finanziamento per complessivi Euro 160 milioni (“Contratto di Finanziamento P&C”).

Il Contratto di Finanziamento Club Deal è stato rivisto con atto condiviso e inviato alle Banche Finanziatrici in data 18 giugno
2012 e definitivamente formalizzato in data 20 luglio 2012 con il quale, inter alia, le parti hanno concordato di sospendere i
covenant finanziari nonché i relativi obblighi di comunicazione dal 30 giugno 2012 (incluso) al 30 giugno 2013 (escluso) e di
posticipare (inizialmente fino alla data del 31 dicembre 2012 e, successivamente, alla data del 31 marzo 2013 ai sensi dello
Standstill come infra definito) il pagamento della prima rata di interessi di Euro 14,8 milioni dovuti dalla Società al 30 giugno
2012 (compreso).
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3. PRELIOS NEL 2012

A seguito delle incertezze finanziarie che continuano ad interessare l’area Euro, persiste un contesto di mercato debole, in uno
scenario macroeconomico caratterizzato da forte instabilità. Più in particolare, come già indicato in precedenza, il settore im-
mobiliare in Italia ha subito una nuova battuta d’arresto nella prima parte dell’anno registrando un crollo delle compravendite
a fronte della ridotta capacità di accesso al credito e di attese di repricing denotando volumi di investimento tra i più bassi re-
gistrati negli anni recenti. In Germania si registra una crescita degli investimenti nel segmento commerciale e le principali città
tedesche dominano le prospettive di investimento commerciale in Europa. Il settore residenziale tedesco ha registrato ottime
performance nei volumi di compravendite grazie anche ad operazioni relative a portafogli di notevoli dimensioni. 

Di fronte alle difficoltà del mercato di riferimento nazionale, il Gruppo sconta principalmente gli effetti negativi legati alle pro-
spettive future che si traducono in un deterioramento dei profili di flussi di cassa attesi dagli asset immobiliari ed un sensibile
rallentamento delle compravendite tali da rendere tali flussi incompatibili con la sostenibilità del debito corporate come rine-
goziato nel dicembre 2011. Tale nuovo scenario implica inevitabilmente un notevole impatto sui prezzi di vendita degli immo-
bili nel caso si intenda procedere a cessioni nel breve periodo. 

In questo difficile contesto, nel corso dell’esercizio 2012, il Gruppo ha saputo, nonostante la significativa contrazione del mer-
cato immobiliare, mantenere in positivo la marginalità operativa della piattaforma di gestione, in attesa che si manifestino con-
cretamente le opportunità di crescita nel comparto dei fondi immobiliari che mostra una dinamica interessante. 

Prelios conferma, dunque, l’obiettivo strategico di riposizionamento in “puro gestore” attraverso il rilancio della controllata
Prelios SGR S.p.A. (“SGR”) e il crescente sviluppo delle attività di gestione verso terzi. Nello scenario rappresentato, anche
nel 2012 le svalutazioni di partecipazioni e investimenti immobiliari hanno influenzato i conti del Gruppo, che chiude con un ri-
sultato netto negativo di 241,7 milioni di euro a fronte di un risultato parimenti negativo di 289,6 milioni di euro nel 2011. Sul
risultato netto hanno influito oneri di ristrutturazione per 21,4 milioni di euro e svalutazioni di partecipazioni e investimenti im-
mobiliari per 86 milioni di euro, in conseguenza dell’aggravamento in Italia delle condizioni economiche a cui le operazioni im-
mobiliari possono essere perfezionate, che hanno indotto i valutatori esterni indipendenti ad un’ulteriore riduzione dei valori di
perizia. 

Prelios S.p.A. (“Prelios” o la “Società”) si è venuta, quindi, a trovare in una situazione di crisi finanziaria e di liquidità tale da
rendere opportuna l’implementazione di alcune misure straordinarie necessarie al fine di ristabilire un equilibrio patrimoniale e
finanziario, compromesso anche dalla situazione di particolare criticità del mercato di riferimento dovuta, inizialmente, alla crisi
finanziaria e, successivamente, ai conseguenti effetti negativi a livello macroeconomico che negli ultimi anni hanno colpito sia
l’Italia che l’Europa.

Si ricorda brevemente che – in occasione dell’approvazione della relazione finanziaria semestrale consolidata al 30 giugno
2012 – il Consiglio di Amministrazione della Società (di seguito anche il “Consiglio”) ha, altresì, esaminato ed approvato la si-
tuazione patrimoniale ed economica di Prelios al 30 giugno 2012, da cui era emersa una perdita superiore al terzo del capi-
tale sociale, ai sensi dell’art. 2446, comma 1, cod. civ., rendendo necessaria la convocazione dell’Assemblea degli Azionisti
per l’assunzione degli opportuni provvedimenti ai sensi di legge. Il Consiglio di Amministrazione della Società ha conseguen-
temente deliberato la convocazione dell’Assemblea degli Azionisti, per i provvedimenti di competenza, tenutasi il 18 dicem-
bre 2012. In tale sede, alla luce dei risultati della Società e dell’evoluzione del contesto di mercato, erano state evidenziate le
incertezze sulla continuità aziendale, in assenza di operazioni straordinarie che modificassero l’attuale struttura finanziaria o
fossero in grado di generare flussi di cassa ulteriori rispetto a quelli generabili dall’attività caratteristica, nonché i rischi di na-
tura finanziaria connessi principalmente alla sostenibilità del debito finanziario in essere.

In data 13 novembre 2012, il Consiglio di Amministrazione della Società – in occasione dell’approvazione del resoconto in-
termedio di gestione consolidato al 30 settembre 2012 – ha esaminato e approvato la situazione patrimoniale ed economica
di Prelios al 30 settembre 2012, dalla quale è risultata confermata la diminuzione di oltre un terzo del capitale sociale. 

Il medesimo Consiglio di Amministrazione ha, inoltre, approvato i termini essenziali dell’intesa preliminare con l’investitore in-
dustriale Feidos S.p.A., relativamente alla struttura economico-finanziaria di un’operazione straordinaria volta a determinare il
rafforzamento patrimoniale mediante la ricapitalizzazione della Società e il riequilibrio della struttura finanziaria, fornendo alla
stessa nuove prospettive di crescita e sviluppo (l’“Operazione”), riflessi poi in un Memorandum of Understanding (MoU) sot-
toscritto tra la stessa Prelios e Feidos S.p.A. in data 14 novembre 2012. 

Lo stesso giorno, il Consiglio di Amministrazione ha preso atto delle dimissioni del dottor Paolo Massimiliano Bottelli dalla ca-
rica di Consigliere, Amministratore Delegato e Direttore Generale e ha cooptato il dottor Sergio Iasi alla carica di Consigliere
della Società, nominato poi Amministratore Delegato in data 3 dicembre 2012, assumendo anche i poteri in materia di
Amministrazione, Finanza e Controllo. Conseguentemente, il dottor Enrico Parazzini, già Amministratore Delegato Finance, ha
assunto la carica di Vice Presidente con delega a seguire lo sviluppo dell’Operazione. Successivamente l’Assemblea degli
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(28) L’indebitamento lordo di Euro 561 milioni, al netto delle up-front fee residue, è rappresentato da debiti verso le banche finanziatrici del “Club Deal” per Euro 359 milio-
ni, oltre interessi maturati per Euro 28,5 milioni, a cui si aggiunge il debito verso Pirelli & C. S.p.A. per Euro 160 milioni, oltre interessi maturati per Euro 13,5 milioni.
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(28) Gross debt of 561 million euro, net of residual up-front fees, is represented by payables due to the “Club Deal” lending banks, amounting to 359 million 
euro, plus interest accrued of 28.5 million euro, in addition to the payable due to Pirelli & C. S.p.A. of 160 million euro, plus interest accrued of 13.5 
million euro.
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December 31, 2012 (included) respectively, for a cumulative total, including the interest due as at June 30, 
2012, of roughly 13.5 million euro.
On December 28, 2012, Prelios and the Lending Banks then reached an agreement on the postponement 
of the expiry dates set out in the Club Deal Loan Agreement. Based on said agreement, the Lending Banks 
granted Prelios another deferment of the payment obligations (the “Standstill”) to earlier date between (a) 
March 31, 2013 and (b) the date on which the extraordinary transaction is carried out or on which negotiations 
between Feidos and Prelios are ended, in order to allow said entity to fulfil its commitments in consideration 
of the expected completion of the Transaction.
Despite the willingness shown by Lenders to support the Company granting the aforementioned extension 
of the payment terms for interest instalments and of the measurement of covenants, the failure to carry out 
the transactions initially set out in the Prelios Group’s cash plans – due to the persistence, and in some 
ways, worsening, in a negative market scenario – meant the Company’s financial exposure was higher than 
that envisaged in the industrial plans drawn up previously and, therefore, no longer in line with the financial 
commitments undertaken by the Company. 
This situation involved – as stated – the need to assess the adoption of the necessary measures to allow the 
company to maintain the conditions to continue to operate as a going concern, also through extraordinary 
transactions that modified the current overall financial structure or which were suitable for producing 
additional cash flows with respect to those generated by the ordinary operations envisaged.
Therefore, within said scenario, in 2012, the company started a number of initiatives targeted at equity 
strengthening, rebalancing of the financial structure and the industrial relaunch of the Prelios Group, which 
then led to the definition of the Transaction, as better detailed in paragraph 3.2 below.

3.2	 Initiatives	targeted	at	strengthening	the	Company’s	equity	structure

The initiatives put in place by the Company in 2012, in consideration of the debt position and the 
persistent crisis in the reference market, meant the Company directors, after having performed the 
necessary checks and valuations, were reasonably hopeful that the company could, in time to ensure 
the protection of its equity strength and the sustainability of financial debt, define a transaction able to 
strengthen equity through the recapitalisation of the Company and the rebalancing of the financial 
structure, providing the Company with new growth and development prospects (the said Transaction).

In fact, at the start of 2012, with the help of its advisors, the Company launched initiatives aimed at the 
sale of assets with which to generate extraordinary cash flows to sustain debt repayment commitments, 
and, starting from the end of the second quarter of 2012, initiatives targeted at attracting, including through 
competitive processes, third party investors and potential industrial partners, through a structured search for 
parties potentially interested in an extraordinary transaction under the terms outlined above, which led to the 
establishing of contacts with various operators falling into three categories: (i) networks managed by national 
entrepreneurs; (ii) entities with industrial integration projects; and (iii) Italian and international financial investors/
private equity funds. Thanks to this process, the Company received expressions of interest from leading 
Italian (Feidos S.p.A.) and international (Fortress Investment Group UK Ltd) investors, that proposed possible 
structured extraordinary transactions which would have allowed the recapitalisation of the Company thanks 
to these parties becoming shareholders, potentially involving the current lenders (banking system and P&C).

After in-depth contractual activities and due diligence, on October 11, 2012, Prelios’ Board of Directors 
reviewed the definitive offers received from potential investors in relation to the extraordinary transactions 
to be implemented. Following the assessment of the contents of the proposals received, the Board, as 
communicated to the market, resolved to grant an exclusivity period to Feidos S.p.A (“Feidos” or “Industrial 
Investor”); in this regard, the Board also acknowledged the willingness shown by the main financial backers 
and shareholders subscribed to the Prelios shareholder’s agreement currently in force (“Prelios Agreement”) 
(29) to support a transaction targeted to achieve equity and financial stability and the relaunch of the Group.

During the aforementioned exclusivity period, as already highlighted previously, the company 
and Feidos signed a Memorandum of Understanding (“MoU”), which reflects the agreements in 
principle reached by the parties in relation to the structure of the extraordinary transaction proposed.

On December 21, 2012, in compliance with the provisions of the MoU, Prelios and Feidos 11 
S.p.A. (“Feidos 11”), a special purpose vehicle controlled by Feidos in which the Rovati, Diaz della 
Vittoria Pallavicini and Cornetto Burlot families have an investment through dedicated vehicles, 
signed the Framework Agreement which makes provision for and governs activities relating to:

Azionisti riunitasi in data 18 dicembre 2012 ha confermato il dottor Sergio Iasi quale Amministratore della Società, così come
il Consiglio di Amministrazione riunitosi lo stesso giorno al termine dell’Assemblea lo ha confermato Amministratore Delegato.

In data 18 dicembre 2012, l’Assemblea degli Azionisti preso atto (i) della situazione patrimoniale ed economica di Prelios al
30 settembre 2012, (ii) della Relazione illustrativa degli amministratori redatta ai sensi dell’art. 2446 cod. civ. nonché ai sensi
dell’art. 74, primo comma, del Regolamento Emittenti e (iii) delle osservazioni del Collegio Sindacale, ha deliberato di appro-
vare la situazione patrimoniale della Società al 30 settembre 2012 e di rinviare l’adozione dei provvedimenti ai sensi dell’art.
2446 cod. civ. a data da proporsi dal Consiglio di Amministrazione anche in relazione allo sviluppo e all’attuazione dell’
Operazione e, comunque, nel rispetto di quanto previsto dal comma 2 del medesimo art. 2446 cod. civ.. Per maggiori detta-
gli si fa rinvio alla relativa documentazione pubblicata ai sensi di legge e disponibile sul sito internet della Società www.pre-
lios.com. 

La situazione patrimoniale ed il conto economico di Prelios al 31 dicembre 2012 – inclusi nel progetto di bilancio al 31 di-
cembre 2012 approvato dal Consiglio di Amministrazione della Società in data 27 marzo 2013 – registrano una perdita di
esercizio pari a Euro 214,0 milioni risultando confermata anche a fine esercizio 2012 la diminuzione di oltre un terzo del capi-
tale sociale ai sensi dell’art. 2446 cod. civ..

L’Operazione (come prevista nell’ambito dell’Accordo Quadro di cui al successivo paragrafo 3.2, sottoscritto a seguito del
Memorandum of Understanding e in conformità allo stesso) rappresenta l’implementazione delle necessarie misure volte, in
sintesi, a consentire:

• il rafforzamento patrimoniale della Società, da realizzare anche attraverso l’allargamento dell’attuale compagine sociale
con l’ingresso di un nuovo socio industriale; e 

• la revisione complessiva dell’attuale struttura di indebitamento finanziario al fine di rimodulare l’esistente esposizione de-
bitoria e assicurare il riequilibrio della situazione finanziaria attraverso un piano di risanamento e i relativi accordi di ristrut-
turazione.

Le misure di cui ai predetti punti (i) e (ii) appaiono idonee ad integrare anche gli opportuni provvedimenti da adottare ai sensi
dell’art. 2446 cod. civ., già oggetto – come detto – di rinvio da parte dell’Assemblea degli Azionisti in data 18 dicembre 2012
e dovrebbero consentire, oltre al rafforzamento patrimoniale di Prelios il riequilibrio della struttura finanziaria complessiva della
Società e del Gruppo Prelios, nonché, in una prospettiva evolutiva di contesto economico e di mercato, il rilancio delle pro-
spettive di sviluppo industriale della Società e del Gruppo Prelios.

3.1 Indebitamento finanziario

L’attuale indebitamento finanziario di Prelios ammonta al 31 dicembre 2012 a complessivi Euro 561 (28) milioni (inclusi gli inte-
ressi maturati a tale data) e trae origine da due contratti di finanziamento stipulati in data 28 dicembre 2011, anticipando l’ori-
ginaria scadenza del luglio 2012.

In tale data Prelios ha, infatti, sottoscritto un contratto di finanziamento per complessivi Euro 359 milioni (“Contratto di
Finanziamento Club Deal”) con un pool di banche composto da Intesa Sanpaolo S.p.A., UniCredit S.p.A., Banca Monte dei
Paschi di Siena S.p.A., Banca Popolare di Milano Soc. Coop. a r.l., Banca Popolare di Sondrio Soc. Coop. a r.l., Banca Popolare
dell’Emilia Romagna Soc. Coop., Banca Carige S.p.A. – Cassa di Risparmio di Genova e Imperia e Centrobanca – Banca di
Credito Finanziario e Mobiliare S.p.A. (collettivamente, le “Banche Finanziatrici”) e avente quale banca agente Banca IMI S.p.A..

Sempre in data 28 dicembre 2011, la Società ha sottoscritto con Pirelli & C. S.p.A. (“P&C” e, insieme alle Banche Finanziatrici,
i “Finanziatori”), un contratto di finanziamento per complessivi Euro 160 milioni (“Contratto di Finanziamento P&C”).

Il Contratto di Finanziamento Club Deal è stato rivisto con atto condiviso e inviato alle Banche Finanziatrici in data 18 giugno
2012 e definitivamente formalizzato in data 20 luglio 2012 con il quale, inter alia, le parti hanno concordato di sospendere i
covenant finanziari nonché i relativi obblighi di comunicazione dal 30 giugno 2012 (incluso) al 30 giugno 2013 (escluso) e di
posticipare (inizialmente fino alla data del 31 dicembre 2012 e, successivamente, alla data del 31 marzo 2013 ai sensi dello
Standstill come infra definito) il pagamento della prima rata di interessi di Euro 14,8 milioni dovuti dalla Società al 30 giugno
2012 (compreso).
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3. PRELIOS NEL 2012

A seguito delle incertezze finanziarie che continuano ad interessare l’area Euro, persiste un contesto di mercato debole, in uno
scenario macroeconomico caratterizzato da forte instabilità. Più in particolare, come già indicato in precedenza, il settore im-
mobiliare in Italia ha subito una nuova battuta d’arresto nella prima parte dell’anno registrando un crollo delle compravendite
a fronte della ridotta capacità di accesso al credito e di attese di repricing denotando volumi di investimento tra i più bassi re-
gistrati negli anni recenti. In Germania si registra una crescita degli investimenti nel segmento commerciale e le principali città
tedesche dominano le prospettive di investimento commerciale in Europa. Il settore residenziale tedesco ha registrato ottime
performance nei volumi di compravendite grazie anche ad operazioni relative a portafogli di notevoli dimensioni. 

Di fronte alle difficoltà del mercato di riferimento nazionale, il Gruppo sconta principalmente gli effetti negativi legati alle pro-
spettive future che si traducono in un deterioramento dei profili di flussi di cassa attesi dagli asset immobiliari ed un sensibile
rallentamento delle compravendite tali da rendere tali flussi incompatibili con la sostenibilità del debito corporate come rine-
goziato nel dicembre 2011. Tale nuovo scenario implica inevitabilmente un notevole impatto sui prezzi di vendita degli immo-
bili nel caso si intenda procedere a cessioni nel breve periodo. 

In questo difficile contesto, nel corso dell’esercizio 2012, il Gruppo ha saputo, nonostante la significativa contrazione del mer-
cato immobiliare, mantenere in positivo la marginalità operativa della piattaforma di gestione, in attesa che si manifestino con-
cretamente le opportunità di crescita nel comparto dei fondi immobiliari che mostra una dinamica interessante. 

Prelios conferma, dunque, l’obiettivo strategico di riposizionamento in “puro gestore” attraverso il rilancio della controllata
Prelios SGR S.p.A. (“SGR”) e il crescente sviluppo delle attività di gestione verso terzi. Nello scenario rappresentato, anche
nel 2012 le svalutazioni di partecipazioni e investimenti immobiliari hanno influenzato i conti del Gruppo, che chiude con un ri-
sultato netto negativo di 241,7 milioni di euro a fronte di un risultato parimenti negativo di 289,6 milioni di euro nel 2011. Sul
risultato netto hanno influito oneri di ristrutturazione per 21,4 milioni di euro e svalutazioni di partecipazioni e investimenti im-
mobiliari per 86 milioni di euro, in conseguenza dell’aggravamento in Italia delle condizioni economiche a cui le operazioni im-
mobiliari possono essere perfezionate, che hanno indotto i valutatori esterni indipendenti ad un’ulteriore riduzione dei valori di
perizia. 

Prelios S.p.A. (“Prelios” o la “Società”) si è venuta, quindi, a trovare in una situazione di crisi finanziaria e di liquidità tale da
rendere opportuna l’implementazione di alcune misure straordinarie necessarie al fine di ristabilire un equilibrio patrimoniale e
finanziario, compromesso anche dalla situazione di particolare criticità del mercato di riferimento dovuta, inizialmente, alla crisi
finanziaria e, successivamente, ai conseguenti effetti negativi a livello macroeconomico che negli ultimi anni hanno colpito sia
l’Italia che l’Europa.

Si ricorda brevemente che – in occasione dell’approvazione della relazione finanziaria semestrale consolidata al 30 giugno
2012 – il Consiglio di Amministrazione della Società (di seguito anche il “Consiglio”) ha, altresì, esaminato ed approvato la si-
tuazione patrimoniale ed economica di Prelios al 30 giugno 2012, da cui era emersa una perdita superiore al terzo del capi-
tale sociale, ai sensi dell’art. 2446, comma 1, cod. civ., rendendo necessaria la convocazione dell’Assemblea degli Azionisti
per l’assunzione degli opportuni provvedimenti ai sensi di legge. Il Consiglio di Amministrazione della Società ha conseguen-
temente deliberato la convocazione dell’Assemblea degli Azionisti, per i provvedimenti di competenza, tenutasi il 18 dicem-
bre 2012. In tale sede, alla luce dei risultati della Società e dell’evoluzione del contesto di mercato, erano state evidenziate le
incertezze sulla continuità aziendale, in assenza di operazioni straordinarie che modificassero l’attuale struttura finanziaria o
fossero in grado di generare flussi di cassa ulteriori rispetto a quelli generabili dall’attività caratteristica, nonché i rischi di na-
tura finanziaria connessi principalmente alla sostenibilità del debito finanziario in essere.

In data 13 novembre 2012, il Consiglio di Amministrazione della Società – in occasione dell’approvazione del resoconto in-
termedio di gestione consolidato al 30 settembre 2012 – ha esaminato e approvato la situazione patrimoniale ed economica
di Prelios al 30 settembre 2012, dalla quale è risultata confermata la diminuzione di oltre un terzo del capitale sociale. 

Il medesimo Consiglio di Amministrazione ha, inoltre, approvato i termini essenziali dell’intesa preliminare con l’investitore in-
dustriale Feidos S.p.A., relativamente alla struttura economico-finanziaria di un’operazione straordinaria volta a determinare il
rafforzamento patrimoniale mediante la ricapitalizzazione della Società e il riequilibrio della struttura finanziaria, fornendo alla
stessa nuove prospettive di crescita e sviluppo (l’“Operazione”), riflessi poi in un Memorandum of Understanding (MoU) sot-
toscritto tra la stessa Prelios e Feidos S.p.A. in data 14 novembre 2012. 

Lo stesso giorno, il Consiglio di Amministrazione ha preso atto delle dimissioni del dottor Paolo Massimiliano Bottelli dalla ca-
rica di Consigliere, Amministratore Delegato e Direttore Generale e ha cooptato il dottor Sergio Iasi alla carica di Consigliere
della Società, nominato poi Amministratore Delegato in data 3 dicembre 2012, assumendo anche i poteri in materia di
Amministrazione, Finanza e Controllo. Conseguentemente, il dottor Enrico Parazzini, già Amministratore Delegato Finance, ha
assunto la carica di Vice Presidente con delega a seguire lo sviluppo dell’Operazione. Successivamente l’Assemblea degli
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(28) L’indebitamento lordo di Euro 561 milioni, al netto delle up-front fee residue, è rappresentato da debiti verso le banche finanziatrici del “Club Deal” per Euro 359 milio-
ni, oltre interessi maturati per Euro 28,5 milioni, a cui si aggiunge il debito verso Pirelli & C. S.p.A. per Euro 160 milioni, oltre interessi maturati per Euro 13,5 milioni.
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(29) Camfin, Assicurazioni Generali, Mediobanca, Intesa San Paolo, Edizione, Massimo Moratti.
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• the recapitalisation of the Company through a share capital increase of 185 million euro;

• the restructuring of existing debt on the basis of the new business plan, according to which: 

 – 250 million euro will remain in the form of a loan (super-senior and senior); and

 – up to 269 million euro will be converted to convertible debt type investment instruments, with cash 
option for the redemption exercisable by the Company.

The understandings in the Framework Agreement subsequently fine-tuned by the parties make provision 
for a proposed share capital increase of 185 million euro, structured into two tranches through (a) the issue 
of ordinary shares up to a maximum of 115 million euro, offered under option (share capital increase under 
option) and whose subscription is guaranteed, according to the provisions of the Framework Agreement, 
among other things, by Lenders and (b) the issue of new shares without voting rights (category B shares), for 
a maximum amount of 70 million euro, reserved for subscription to a newly incorporated company invested 
in by Feidos 11 and the main lenders (reserved share capital increase).

The recapitalisation will see the Prelios Agreement contribute at least around 25 million euro, to guarantee 
the subscription of the aforementioned share capital increase up to 115 million euro, in compliance with the 
provisions of the understandings reached and formally confirmed to the Company.

This undertaking, combined with the commitment to the cash subscription of category B shares totalling 70 
million euro (of which 20 million euro guaranteed by Feidos 11 and 50 million euro guaranteed by the main 
lenders) and the subscription guarantee from the Lenders, with respect to the ordinary shares offered under 
option, formally confirmed to the Company for an amount of 90 million euro (of which 5 million in cash and 
up to 85 million through the conversion of receivables due), ensures the Company a share capital increase 
in cash of at least 100 million euro in new financial resources. On the basis of the Framework Agreement 
and subsequent understandings, the Industrial Investor is also expected to assume responsibility for the 
management of Prelios in order to maximise its contribution to the relaunch of the business. As regards 
the general structure of the transaction and the understandings reached by the various parties involved, 
the completion of the activities envisaged for the purpose of executing the Transaction is subject to certain 
conditions, including:

• the definition and signing of agreements with the Lenders for debt restructuring;

• the certification of the redevelopment plan by an independent expert pursuant to art. 67, par. 3, letter d), 
of Royal Decree no. 267 of 1942;

• the commitment by current shareholders in the Prelios Agreement, Lenders and Feidos 11 to subscribe 
to and/or guarantee the subscription of the share capital increase, as approved by the Shareholders’ 
Meeting, in accordance with the terms outlined previously;

• the issuing by Consob of the exemption from the obligation to launch a full takeover bid for parties 
involved in the Transaction: and

• the approval by the Prelios Shareholders’ Meeting of share capital increases within the proposed terms 
and, subsequently, of the new Prelios Articles of Association.

These conditions are deemed, at the current state of play, to be primarily executive elements of the 
agreements already reached. In particular:

• the debt restructuring agreements with the Lenders consist of the acknowledgement, in an act amending 
the loan agreements, of the conditions negotiated and agreed with said Lenders that communicated the 
approval of the Term Sheet by the respective decision-making bodies on March 26, 2013.

• the process for the certification of the redevelopment plan by an independent expert pursuant to art. 
67, par. 3, letter d) of Royal Decree no. 267 of 1942 is essentially finished and the expected judgment 
confirms the truthfulness of the company data based on the plan and the feasibility of the same; 

• the commitment by the current shareholders of the Prelios Agreement, by the Lenders and Feidos 11 to 
subscribe to and/or guarantee the share capital increase, already expressed preliminarily, then confirmed 
by said parties;

Therefore, the participation of the different parties involved in the Transaction requires, as regards the 
recapitalisation of the Company through a share capital increase totalling 185 million euro:

• the Industrial Investor to subscribe 20 million euro in cash, out of a total of 70 million euro of the reserved 
share capital increase;

• the main Lenders to subscribe 50 million in cash out of a total of 70 million euro of the reserved share 
capital increase;

Azionisti riunitasi in data 18 dicembre 2012 ha confermato il dottor Sergio Iasi quale Amministratore della Società, così come
il Consiglio di Amministrazione riunitosi lo stesso giorno al termine dell’Assemblea lo ha confermato Amministratore Delegato.

In data 18 dicembre 2012, l’Assemblea degli Azionisti preso atto (i) della situazione patrimoniale ed economica di Prelios al
30 settembre 2012, (ii) della Relazione illustrativa degli amministratori redatta ai sensi dell’art. 2446 cod. civ. nonché ai sensi
dell’art. 74, primo comma, del Regolamento Emittenti e (iii) delle osservazioni del Collegio Sindacale, ha deliberato di appro-
vare la situazione patrimoniale della Società al 30 settembre 2012 e di rinviare l’adozione dei provvedimenti ai sensi dell’art.
2446 cod. civ. a data da proporsi dal Consiglio di Amministrazione anche in relazione allo sviluppo e all’attuazione dell’
Operazione e, comunque, nel rispetto di quanto previsto dal comma 2 del medesimo art. 2446 cod. civ.. Per maggiori detta-
gli si fa rinvio alla relativa documentazione pubblicata ai sensi di legge e disponibile sul sito internet della Società www.pre-
lios.com. 

La situazione patrimoniale ed il conto economico di Prelios al 31 dicembre 2012 – inclusi nel progetto di bilancio al 31 di-
cembre 2012 approvato dal Consiglio di Amministrazione della Società in data 27 marzo 2013 – registrano una perdita di
esercizio pari a Euro 214,0 milioni risultando confermata anche a fine esercizio 2012 la diminuzione di oltre un terzo del capi-
tale sociale ai sensi dell’art. 2446 cod. civ..

L’Operazione (come prevista nell’ambito dell’Accordo Quadro di cui al successivo paragrafo 3.2, sottoscritto a seguito del
Memorandum of Understanding e in conformità allo stesso) rappresenta l’implementazione delle necessarie misure volte, in
sintesi, a consentire:

• il rafforzamento patrimoniale della Società, da realizzare anche attraverso l’allargamento dell’attuale compagine sociale
con l’ingresso di un nuovo socio industriale; e 

• la revisione complessiva dell’attuale struttura di indebitamento finanziario al fine di rimodulare l’esistente esposizione de-
bitoria e assicurare il riequilibrio della situazione finanziaria attraverso un piano di risanamento e i relativi accordi di ristrut-
turazione.

Le misure di cui ai predetti punti (i) e (ii) appaiono idonee ad integrare anche gli opportuni provvedimenti da adottare ai sensi
dell’art. 2446 cod. civ., già oggetto – come detto – di rinvio da parte dell’Assemblea degli Azionisti in data 18 dicembre 2012
e dovrebbero consentire, oltre al rafforzamento patrimoniale di Prelios il riequilibrio della struttura finanziaria complessiva della
Società e del Gruppo Prelios, nonché, in una prospettiva evolutiva di contesto economico e di mercato, il rilancio delle pro-
spettive di sviluppo industriale della Società e del Gruppo Prelios.

3.1 Indebitamento finanziario

L’attuale indebitamento finanziario di Prelios ammonta al 31 dicembre 2012 a complessivi Euro 561 (28) milioni (inclusi gli inte-
ressi maturati a tale data) e trae origine da due contratti di finanziamento stipulati in data 28 dicembre 2011, anticipando l’ori-
ginaria scadenza del luglio 2012.

In tale data Prelios ha, infatti, sottoscritto un contratto di finanziamento per complessivi Euro 359 milioni (“Contratto di
Finanziamento Club Deal”) con un pool di banche composto da Intesa Sanpaolo S.p.A., UniCredit S.p.A., Banca Monte dei
Paschi di Siena S.p.A., Banca Popolare di Milano Soc. Coop. a r.l., Banca Popolare di Sondrio Soc. Coop. a r.l., Banca Popolare
dell’Emilia Romagna Soc. Coop., Banca Carige S.p.A. – Cassa di Risparmio di Genova e Imperia e Centrobanca – Banca di
Credito Finanziario e Mobiliare S.p.A. (collettivamente, le “Banche Finanziatrici”) e avente quale banca agente Banca IMI S.p.A..

Sempre in data 28 dicembre 2011, la Società ha sottoscritto con Pirelli & C. S.p.A. (“P&C” e, insieme alle Banche Finanziatrici,
i “Finanziatori”), un contratto di finanziamento per complessivi Euro 160 milioni (“Contratto di Finanziamento P&C”).

Il Contratto di Finanziamento Club Deal è stato rivisto con atto condiviso e inviato alle Banche Finanziatrici in data 18 giugno
2012 e definitivamente formalizzato in data 20 luglio 2012 con il quale, inter alia, le parti hanno concordato di sospendere i
covenant finanziari nonché i relativi obblighi di comunicazione dal 30 giugno 2012 (incluso) al 30 giugno 2013 (escluso) e di
posticipare (inizialmente fino alla data del 31 dicembre 2012 e, successivamente, alla data del 31 marzo 2013 ai sensi dello
Standstill come infra definito) il pagamento della prima rata di interessi di Euro 14,8 milioni dovuti dalla Società al 30 giugno
2012 (compreso).

PRELIOS NEL 2012 | RELAZIONE DEGLI AMMINISTRATORI SULLA GESTIONE | RELAZIONE FINANZIARIA ANNUALE 2012

23

3. PRELIOS NEL 2012

A seguito delle incertezze finanziarie che continuano ad interessare l’area Euro, persiste un contesto di mercato debole, in uno
scenario macroeconomico caratterizzato da forte instabilità. Più in particolare, come già indicato in precedenza, il settore im-
mobiliare in Italia ha subito una nuova battuta d’arresto nella prima parte dell’anno registrando un crollo delle compravendite
a fronte della ridotta capacità di accesso al credito e di attese di repricing denotando volumi di investimento tra i più bassi re-
gistrati negli anni recenti. In Germania si registra una crescita degli investimenti nel segmento commerciale e le principali città
tedesche dominano le prospettive di investimento commerciale in Europa. Il settore residenziale tedesco ha registrato ottime
performance nei volumi di compravendite grazie anche ad operazioni relative a portafogli di notevoli dimensioni. 

Di fronte alle difficoltà del mercato di riferimento nazionale, il Gruppo sconta principalmente gli effetti negativi legati alle pro-
spettive future che si traducono in un deterioramento dei profili di flussi di cassa attesi dagli asset immobiliari ed un sensibile
rallentamento delle compravendite tali da rendere tali flussi incompatibili con la sostenibilità del debito corporate come rine-
goziato nel dicembre 2011. Tale nuovo scenario implica inevitabilmente un notevole impatto sui prezzi di vendita degli immo-
bili nel caso si intenda procedere a cessioni nel breve periodo. 

In questo difficile contesto, nel corso dell’esercizio 2012, il Gruppo ha saputo, nonostante la significativa contrazione del mer-
cato immobiliare, mantenere in positivo la marginalità operativa della piattaforma di gestione, in attesa che si manifestino con-
cretamente le opportunità di crescita nel comparto dei fondi immobiliari che mostra una dinamica interessante. 

Prelios conferma, dunque, l’obiettivo strategico di riposizionamento in “puro gestore” attraverso il rilancio della controllata
Prelios SGR S.p.A. (“SGR”) e il crescente sviluppo delle attività di gestione verso terzi. Nello scenario rappresentato, anche
nel 2012 le svalutazioni di partecipazioni e investimenti immobiliari hanno influenzato i conti del Gruppo, che chiude con un ri-
sultato netto negativo di 241,7 milioni di euro a fronte di un risultato parimenti negativo di 289,6 milioni di euro nel 2011. Sul
risultato netto hanno influito oneri di ristrutturazione per 21,4 milioni di euro e svalutazioni di partecipazioni e investimenti im-
mobiliari per 86 milioni di euro, in conseguenza dell’aggravamento in Italia delle condizioni economiche a cui le operazioni im-
mobiliari possono essere perfezionate, che hanno indotto i valutatori esterni indipendenti ad un’ulteriore riduzione dei valori di
perizia. 

Prelios S.p.A. (“Prelios” o la “Società”) si è venuta, quindi, a trovare in una situazione di crisi finanziaria e di liquidità tale da
rendere opportuna l’implementazione di alcune misure straordinarie necessarie al fine di ristabilire un equilibrio patrimoniale e
finanziario, compromesso anche dalla situazione di particolare criticità del mercato di riferimento dovuta, inizialmente, alla crisi
finanziaria e, successivamente, ai conseguenti effetti negativi a livello macroeconomico che negli ultimi anni hanno colpito sia
l’Italia che l’Europa.

Si ricorda brevemente che – in occasione dell’approvazione della relazione finanziaria semestrale consolidata al 30 giugno
2012 – il Consiglio di Amministrazione della Società (di seguito anche il “Consiglio”) ha, altresì, esaminato ed approvato la si-
tuazione patrimoniale ed economica di Prelios al 30 giugno 2012, da cui era emersa una perdita superiore al terzo del capi-
tale sociale, ai sensi dell’art. 2446, comma 1, cod. civ., rendendo necessaria la convocazione dell’Assemblea degli Azionisti
per l’assunzione degli opportuni provvedimenti ai sensi di legge. Il Consiglio di Amministrazione della Società ha conseguen-
temente deliberato la convocazione dell’Assemblea degli Azionisti, per i provvedimenti di competenza, tenutasi il 18 dicem-
bre 2012. In tale sede, alla luce dei risultati della Società e dell’evoluzione del contesto di mercato, erano state evidenziate le
incertezze sulla continuità aziendale, in assenza di operazioni straordinarie che modificassero l’attuale struttura finanziaria o
fossero in grado di generare flussi di cassa ulteriori rispetto a quelli generabili dall’attività caratteristica, nonché i rischi di na-
tura finanziaria connessi principalmente alla sostenibilità del debito finanziario in essere.

In data 13 novembre 2012, il Consiglio di Amministrazione della Società – in occasione dell’approvazione del resoconto in-
termedio di gestione consolidato al 30 settembre 2012 – ha esaminato e approvato la situazione patrimoniale ed economica
di Prelios al 30 settembre 2012, dalla quale è risultata confermata la diminuzione di oltre un terzo del capitale sociale. 

Il medesimo Consiglio di Amministrazione ha, inoltre, approvato i termini essenziali dell’intesa preliminare con l’investitore in-
dustriale Feidos S.p.A., relativamente alla struttura economico-finanziaria di un’operazione straordinaria volta a determinare il
rafforzamento patrimoniale mediante la ricapitalizzazione della Società e il riequilibrio della struttura finanziaria, fornendo alla
stessa nuove prospettive di crescita e sviluppo (l’“Operazione”), riflessi poi in un Memorandum of Understanding (MoU) sot-
toscritto tra la stessa Prelios e Feidos S.p.A. in data 14 novembre 2012. 

Lo stesso giorno, il Consiglio di Amministrazione ha preso atto delle dimissioni del dottor Paolo Massimiliano Bottelli dalla ca-
rica di Consigliere, Amministratore Delegato e Direttore Generale e ha cooptato il dottor Sergio Iasi alla carica di Consigliere
della Società, nominato poi Amministratore Delegato in data 3 dicembre 2012, assumendo anche i poteri in materia di
Amministrazione, Finanza e Controllo. Conseguentemente, il dottor Enrico Parazzini, già Amministratore Delegato Finance, ha
assunto la carica di Vice Presidente con delega a seguire lo sviluppo dell’Operazione. Successivamente l’Assemblea degli
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(28) L’indebitamento lordo di Euro 561 milioni, al netto delle up-front fee residue, è rappresentato da debiti verso le banche finanziatrici del “Club Deal” per Euro 359 milio-
ni, oltre interessi maturati per Euro 28,5 milioni, a cui si aggiunge il debito verso Pirelli & C. S.p.A. per Euro 160 milioni, oltre interessi maturati per Euro 13,5 milioni.
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• the Prelios Agreement to guarantee the cash subscription of 115 million euro of the share capital under 
option, for an amount of around 25 million; 

• the Lenders to guarantee – according to the proportions and amounts defined between them – the 
subscription of 115 million euro of the share capital increase under option, for a total amount of 90 million 
euro (of which 5 million euro in cash and up to 85 million euro through the conversion of receivables due);

and, as regards the restructuring of existing debt, that the Lenders contribute – according to the proportions 
defined between them – to the following two components:

• 250 million euro will remain in the form of a loan (super-senior and senior); and

• up to 269 million euro will be converted to convertible bond type investment instruments, with cash 
option for the redemption exercisable by the Company.
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Azionisti riunitasi in data 18 dicembre 2012 ha confermato il dottor Sergio Iasi quale Amministratore della Società, così come
il Consiglio di Amministrazione riunitosi lo stesso giorno al termine dell’Assemblea lo ha confermato Amministratore Delegato.

In data 18 dicembre 2012, l’Assemblea degli Azionisti preso atto (i) della situazione patrimoniale ed economica di Prelios al
30 settembre 2012, (ii) della Relazione illustrativa degli amministratori redatta ai sensi dell’art. 2446 cod. civ. nonché ai sensi
dell’art. 74, primo comma, del Regolamento Emittenti e (iii) delle osservazioni del Collegio Sindacale, ha deliberato di appro-
vare la situazione patrimoniale della Società al 30 settembre 2012 e di rinviare l’adozione dei provvedimenti ai sensi dell’art.
2446 cod. civ. a data da proporsi dal Consiglio di Amministrazione anche in relazione allo sviluppo e all’attuazione dell’
Operazione e, comunque, nel rispetto di quanto previsto dal comma 2 del medesimo art. 2446 cod. civ.. Per maggiori detta-
gli si fa rinvio alla relativa documentazione pubblicata ai sensi di legge e disponibile sul sito internet della Società www.pre-
lios.com. 

La situazione patrimoniale ed il conto economico di Prelios al 31 dicembre 2012 – inclusi nel progetto di bilancio al 31 di-
cembre 2012 approvato dal Consiglio di Amministrazione della Società in data 27 marzo 2013 – registrano una perdita di
esercizio pari a Euro 214,0 milioni risultando confermata anche a fine esercizio 2012 la diminuzione di oltre un terzo del capi-
tale sociale ai sensi dell’art. 2446 cod. civ..

L’Operazione (come prevista nell’ambito dell’Accordo Quadro di cui al successivo paragrafo 3.2, sottoscritto a seguito del
Memorandum of Understanding e in conformità allo stesso) rappresenta l’implementazione delle necessarie misure volte, in
sintesi, a consentire:

• il rafforzamento patrimoniale della Società, da realizzare anche attraverso l’allargamento dell’attuale compagine sociale
con l’ingresso di un nuovo socio industriale; e 

• la revisione complessiva dell’attuale struttura di indebitamento finanziario al fine di rimodulare l’esistente esposizione de-
bitoria e assicurare il riequilibrio della situazione finanziaria attraverso un piano di risanamento e i relativi accordi di ristrut-
turazione.

Le misure di cui ai predetti punti (i) e (ii) appaiono idonee ad integrare anche gli opportuni provvedimenti da adottare ai sensi
dell’art. 2446 cod. civ., già oggetto – come detto – di rinvio da parte dell’Assemblea degli Azionisti in data 18 dicembre 2012
e dovrebbero consentire, oltre al rafforzamento patrimoniale di Prelios il riequilibrio della struttura finanziaria complessiva della
Società e del Gruppo Prelios, nonché, in una prospettiva evolutiva di contesto economico e di mercato, il rilancio delle pro-
spettive di sviluppo industriale della Società e del Gruppo Prelios.

3.1 Indebitamento finanziario

L’attuale indebitamento finanziario di Prelios ammonta al 31 dicembre 2012 a complessivi Euro 561 (28) milioni (inclusi gli inte-
ressi maturati a tale data) e trae origine da due contratti di finanziamento stipulati in data 28 dicembre 2011, anticipando l’ori-
ginaria scadenza del luglio 2012.

In tale data Prelios ha, infatti, sottoscritto un contratto di finanziamento per complessivi Euro 359 milioni (“Contratto di
Finanziamento Club Deal”) con un pool di banche composto da Intesa Sanpaolo S.p.A., UniCredit S.p.A., Banca Monte dei
Paschi di Siena S.p.A., Banca Popolare di Milano Soc. Coop. a r.l., Banca Popolare di Sondrio Soc. Coop. a r.l., Banca Popolare
dell’Emilia Romagna Soc. Coop., Banca Carige S.p.A. – Cassa di Risparmio di Genova e Imperia e Centrobanca – Banca di
Credito Finanziario e Mobiliare S.p.A. (collettivamente, le “Banche Finanziatrici”) e avente quale banca agente Banca IMI S.p.A..

Sempre in data 28 dicembre 2011, la Società ha sottoscritto con Pirelli & C. S.p.A. (“P&C” e, insieme alle Banche Finanziatrici,
i “Finanziatori”), un contratto di finanziamento per complessivi Euro 160 milioni (“Contratto di Finanziamento P&C”).

Il Contratto di Finanziamento Club Deal è stato rivisto con atto condiviso e inviato alle Banche Finanziatrici in data 18 giugno
2012 e definitivamente formalizzato in data 20 luglio 2012 con il quale, inter alia, le parti hanno concordato di sospendere i
covenant finanziari nonché i relativi obblighi di comunicazione dal 30 giugno 2012 (incluso) al 30 giugno 2013 (escluso) e di
posticipare (inizialmente fino alla data del 31 dicembre 2012 e, successivamente, alla data del 31 marzo 2013 ai sensi dello
Standstill come infra definito) il pagamento della prima rata di interessi di Euro 14,8 milioni dovuti dalla Società al 30 giugno
2012 (compreso).
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3. PRELIOS NEL 2012

A seguito delle incertezze finanziarie che continuano ad interessare l’area Euro, persiste un contesto di mercato debole, in uno
scenario macroeconomico caratterizzato da forte instabilità. Più in particolare, come già indicato in precedenza, il settore im-
mobiliare in Italia ha subito una nuova battuta d’arresto nella prima parte dell’anno registrando un crollo delle compravendite
a fronte della ridotta capacità di accesso al credito e di attese di repricing denotando volumi di investimento tra i più bassi re-
gistrati negli anni recenti. In Germania si registra una crescita degli investimenti nel segmento commerciale e le principali città
tedesche dominano le prospettive di investimento commerciale in Europa. Il settore residenziale tedesco ha registrato ottime
performance nei volumi di compravendite grazie anche ad operazioni relative a portafogli di notevoli dimensioni. 

Di fronte alle difficoltà del mercato di riferimento nazionale, il Gruppo sconta principalmente gli effetti negativi legati alle pro-
spettive future che si traducono in un deterioramento dei profili di flussi di cassa attesi dagli asset immobiliari ed un sensibile
rallentamento delle compravendite tali da rendere tali flussi incompatibili con la sostenibilità del debito corporate come rine-
goziato nel dicembre 2011. Tale nuovo scenario implica inevitabilmente un notevole impatto sui prezzi di vendita degli immo-
bili nel caso si intenda procedere a cessioni nel breve periodo. 

In questo difficile contesto, nel corso dell’esercizio 2012, il Gruppo ha saputo, nonostante la significativa contrazione del mer-
cato immobiliare, mantenere in positivo la marginalità operativa della piattaforma di gestione, in attesa che si manifestino con-
cretamente le opportunità di crescita nel comparto dei fondi immobiliari che mostra una dinamica interessante. 

Prelios conferma, dunque, l’obiettivo strategico di riposizionamento in “puro gestore” attraverso il rilancio della controllata
Prelios SGR S.p.A. (“SGR”) e il crescente sviluppo delle attività di gestione verso terzi. Nello scenario rappresentato, anche
nel 2012 le svalutazioni di partecipazioni e investimenti immobiliari hanno influenzato i conti del Gruppo, che chiude con un ri-
sultato netto negativo di 241,7 milioni di euro a fronte di un risultato parimenti negativo di 289,6 milioni di euro nel 2011. Sul
risultato netto hanno influito oneri di ristrutturazione per 21,4 milioni di euro e svalutazioni di partecipazioni e investimenti im-
mobiliari per 86 milioni di euro, in conseguenza dell’aggravamento in Italia delle condizioni economiche a cui le operazioni im-
mobiliari possono essere perfezionate, che hanno indotto i valutatori esterni indipendenti ad un’ulteriore riduzione dei valori di
perizia. 

Prelios S.p.A. (“Prelios” o la “Società”) si è venuta, quindi, a trovare in una situazione di crisi finanziaria e di liquidità tale da
rendere opportuna l’implementazione di alcune misure straordinarie necessarie al fine di ristabilire un equilibrio patrimoniale e
finanziario, compromesso anche dalla situazione di particolare criticità del mercato di riferimento dovuta, inizialmente, alla crisi
finanziaria e, successivamente, ai conseguenti effetti negativi a livello macroeconomico che negli ultimi anni hanno colpito sia
l’Italia che l’Europa.

Si ricorda brevemente che – in occasione dell’approvazione della relazione finanziaria semestrale consolidata al 30 giugno
2012 – il Consiglio di Amministrazione della Società (di seguito anche il “Consiglio”) ha, altresì, esaminato ed approvato la si-
tuazione patrimoniale ed economica di Prelios al 30 giugno 2012, da cui era emersa una perdita superiore al terzo del capi-
tale sociale, ai sensi dell’art. 2446, comma 1, cod. civ., rendendo necessaria la convocazione dell’Assemblea degli Azionisti
per l’assunzione degli opportuni provvedimenti ai sensi di legge. Il Consiglio di Amministrazione della Società ha conseguen-
temente deliberato la convocazione dell’Assemblea degli Azionisti, per i provvedimenti di competenza, tenutasi il 18 dicem-
bre 2012. In tale sede, alla luce dei risultati della Società e dell’evoluzione del contesto di mercato, erano state evidenziate le
incertezze sulla continuità aziendale, in assenza di operazioni straordinarie che modificassero l’attuale struttura finanziaria o
fossero in grado di generare flussi di cassa ulteriori rispetto a quelli generabili dall’attività caratteristica, nonché i rischi di na-
tura finanziaria connessi principalmente alla sostenibilità del debito finanziario in essere.

In data 13 novembre 2012, il Consiglio di Amministrazione della Società – in occasione dell’approvazione del resoconto in-
termedio di gestione consolidato al 30 settembre 2012 – ha esaminato e approvato la situazione patrimoniale ed economica
di Prelios al 30 settembre 2012, dalla quale è risultata confermata la diminuzione di oltre un terzo del capitale sociale. 

Il medesimo Consiglio di Amministrazione ha, inoltre, approvato i termini essenziali dell’intesa preliminare con l’investitore in-
dustriale Feidos S.p.A., relativamente alla struttura economico-finanziaria di un’operazione straordinaria volta a determinare il
rafforzamento patrimoniale mediante la ricapitalizzazione della Società e il riequilibrio della struttura finanziaria, fornendo alla
stessa nuove prospettive di crescita e sviluppo (l’“Operazione”), riflessi poi in un Memorandum of Understanding (MoU) sot-
toscritto tra la stessa Prelios e Feidos S.p.A. in data 14 novembre 2012. 

Lo stesso giorno, il Consiglio di Amministrazione ha preso atto delle dimissioni del dottor Paolo Massimiliano Bottelli dalla ca-
rica di Consigliere, Amministratore Delegato e Direttore Generale e ha cooptato il dottor Sergio Iasi alla carica di Consigliere
della Società, nominato poi Amministratore Delegato in data 3 dicembre 2012, assumendo anche i poteri in materia di
Amministrazione, Finanza e Controllo. Conseguentemente, il dottor Enrico Parazzini, già Amministratore Delegato Finance, ha
assunto la carica di Vice Presidente con delega a seguire lo sviluppo dell’Operazione. Successivamente l’Assemblea degli
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(28) L’indebitamento lordo di Euro 561 milioni, al netto delle up-front fee residue, è rappresentato da debiti verso le banche finanziatrici del “Club Deal” per Euro 359 milio-
ni, oltre interessi maturati per Euro 28,5 milioni, a cui si aggiunge il debito verso Pirelli & C. S.p.A. per Euro 160 milioni, oltre interessi maturati per Euro 13,5 milioni.
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4. NOTES ON MAIN GROUP ECONOMIC AND FINANCIAL DATA

This section will examine the Group's economic results and financial position at December 31, 2012. The review of operating
results in section 4.1 uses Non-GAAP performance measures, generally adopted by management to monitor and assess the
Group's performance. The purpose is to present the result of the Group's ordinary continuing operations, net of the impact
of transactions that are unusual in nature or size, and net of changes in the value of its property portfolio, and in this way en-
sure that its results and reporting over time are more comparable with other major players using similar Non-GAAP measu-
res.

These measures are obtained by aggregating or reclassifying accounting figures as reconciliated in Appendix A to this report.
Such Non-GAAP performance measures have been adopted to analyse the economic results according to the nature of the
events originating them. Section 5 contains an analysis of the results as reported in the IFRS income statement. The review
of the financial position in section 4.2 also includes Non-GAAP measures, the composition of which is disclosed in Appendix
A to this report on operations. As we are talking, in the case of equity amounts, about measures generally adopted for finan-
cial communication purposes, and are easily reconciled to figures reported in the primary financial statements, it has not been
necessary to supplement the performance analysis with specific comments on the latter.

In particular, the Non-GAAP measures indicated below have been determined by isolating the following aspects, all of which
are fully reconciled to amounts reported in the IFRS financial statements in Appendix A: “One-off property tax”, “Restructuring
costs” and “Property writedowns/revaluations”, as better detailed in the paragraph below.

The item that best reflects the performance of the Group's Management Platform and Investment Activities is the operating
result, including income from investments and income from shareholder loans before one-off property tax, restructuring costs,
and property writedowns/revaluations. 
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4.1 Income Statement

(million euro) 2012 2011

Consolidated revenues; 131.0 177.8

– of which services 124.9 149.0

– of which others 6.1 28.8

Management Platform: operating result before restructuring costs, impairment and property
writedowns/reveluations 9.9 19.2

Management Platform: net income from investments before restructuring costs and property
writedowns/revaluations 3.1 1.1

Management Platform: management platform impairment (4.5)

Total management platform: operating result 8.5 20.3

Investment Activities: operating result before restructuring costs, NPL portfolio loss and property
writedowns/revaluations (20.6) (24.5)

Investment Activities: net income from investments before restructuring costs and property
writedowns/revaluations (10.5) 15.1

Investment Activities: income from shareholder loans (1) 12.1 23.8

Investment Activities: loss from valuation of NPL portfolio (61.6) (60.9)

Total investment activities: operating result (80.6) (46.4)

Operating result (72.1) (26.1)

Rinascente/Coin capital gain net of directly related expenses 31.8

Profit (loss) before financial expenses, one off property tax, restructuring costs, property
writedowns/revaluations and income taxes (72.1) 5.7

Financial expenses (52.0) (29.8)

Profit (loss) before property tax, restructuring costs, property writedowns/revaluations
and icome taxes (124.2) (24.1)

One-off property tax (8.9)

Restructuring costs (21.4) (48.7)

Property writedowns/revaluations (86.0) (194.6)

Profit (loss) before taxes (231.5) (276.2)

Income taxes (9.5) (15.3)

Net income (loss) (241.0) (291.5)

Minority interests (0.7) 1.9

Net income (loss) for the Group (241.7) (289.6)

(1) This amount consists of interest income on financial receivables due from associates and joint ventures.

Consolidated revenues amount to 131 million euro in 2012, compared with 177.8 million euro in 2011. In particular, revenues
from the Management Platform, foreign and Italian, total 124.9 million euro in 2012, a decrease of 24.1 million euro with respect
to the 149 million euro recorded in 2011. The decrease relates mainly, for 17.7 million euro, to specialist agency and property &
project management services in Italy, amounting to 13.2 million euro and 4.5 million euro respectively, determined by lower vo-
lumes of transactions brokered and contracts managed, and for 5.8 million euro to fund management activities. 

Operating result posts a negative value of 72.1 million euro, compared to a negative value of 26.1 million euro in 2011 which be-
nefitted, both for the Management Platform and for Investment Activities, from the positive results of certain transactions such
as, in particular, the sale of the historic building, fully leased to La Rinascente, and located in Piazza Duomo in Milan (by the Retail
& Entertainment fund in which the Group invests) and other transactions on the foreign market. It should also be noted that the
result includes a negative effect relating to the NPL business amounting to 59.5 million euro (of which 61.6 million euro for the
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loss from the NPL portfolio valuation), compared to a negative value of 46.2 million euro in 2011 (of which 60.9 million euro for
the loss from the NPL portfolio valuation).

The item "Restructuring costs" generally includes voluntary redundancy costs, expenses for rationalising the Group and its offi-
ces, extraordinary charges arising from settlements for tax litigation, and support, including with the waiving of receivables, ena-
bling investee companies to continue as going concern as part of financial restructuring plans previously formalised on or at an
advanced stage of negotiation with financial backers and partners; this is to demonstrate how such restructuring costs differ from
the Group's ordinary operating activities.

The item, amounting to 21.4 million euro, mainly includes receivables write-off as part of the plan to restructure certain investe-
es, expenses linked to the rationalisation of Group offices and expenses deriving from settlements for tax litigation. In 2011, this
item amounted to 48.7 million euro, including, among other things, 13.6 million euro arising from the accrual of deferred con-
tractual charges linked to the sale of the facility management unit and the minority share of the former Pirelli RE SGR.

The item "Property writedowns/revaluations", amounting to 86 million euro in 2012, mainly includes value adjustments to real
estate assets in Italy, therefore excluding Non-Performing Loans.

Income taxes, amounting to 9.5 million euro, compared to 15.3 million euro in 2011, largely relate to foreign companies. In par-
ticular, the total amount is composed of IRES and other taxes on foreign income amounting to 7.6 million euro (compared to 13
million euro in 2011 which benefitted from around 6 million euro in contingent assets relating to the recognition of higher deduc-
tibility of costs on foreign income concerning previous years) and IRAP for 1.9 million euro (compared to 2.3 million in 2011).

The Group net income (loss) in 2012 is a loss of 241.7 million euro, compared with a loss of 289.6 million euro in 2011.

Management Platform (30)

Fund and asset management activities and property and project management and agency specialist services, as well as those
connected to Non-Performing Loans (credit servicing), including general and administrative expenses, led to a positive result
of 13 million euro in 2012; considering the negative impact of 4.5 million euro relating to the impairment of the Management
Platform, the operating result is a positive 8.5 million euro compared to 20.3 million euro in 2011.

Investment Activities (31)

In 2012, investment activities reported a negative operating result of 19 million euro with respect to a positive operating result
of 14.4 million euro in 2011. This included the already mentioned positive contributions from certain real estate transactions.
Considering the negative impact of the loss from the valuation of the NPL portfolio, of 61.6 million euro in 2012 and 60.9 mil-
lion euro in 2011 respectively, the operating result is a negative 80.6 million euro in 2012, compared to a negative 46.4 mil-
lion euro in 2011. The worsening relates almost entirely to investment activities in Italy. 

* * *
In 2012, real estate sales (32) amount to 657.1 (33) million euro (192.5 million euro on a pro-rata basis) compared to 1,790.3 mil-
lion euro (34) in 2011 (463.5 million euro on a pro-rata basis). The Company carried out its real estate transactions at values es-
sentially in line with the book value (in the same period in 2011, the average margin with respect to the book value was 5%).

Total rents (35) amount to 395.8 million euro in 2012, compared with 531.5 million in 2011: the reduction is mainly attributable to
the sale of rental properties; the Prelios share of rents is 102.1 million euro (148.2 million euro in 2011). 

More details of the results by geographical area for fund and investment company activities and the Management Platform, in-
clusive of general and administrative expenses, can be found in the relevant section.

Writedowns of investments and real estate properties in 2012 contributed a total of 86 million euro, of which 65.1 million euro
came from the real estate portfolio in Italy, and 20.9 million euro from the real estate portfolio in Germany. 

NOTES ON MAIN GROUP ECONOMIC AND FINANCIAL DATA | DIRECTORS’ REPORT ON OPERATIONS | ANNUAL FINANCIAL REPORT 2012

29

(30) Management Platform results means the contribution generated by the Company through fund and asset management activities and specialised real estate services
(property and project management and agency) and from services associated with NPL (credit servicing), as well as general and administrative expenses.

(31) Investment activities mean the contribution generated by Prelios through its investment in funds and companies that hold real estate and Non-Performing Loans.
(32) This is the sum of real estate sales by consolidated companies, plus 100% of real estate sales by associates, joint ventures, and funds in which the Group has at least

a 5% interest. 
(33) Of which 130 million euro relating to the sale of the building on Via del Tritone in Rome.
(34) Of which 472 million euro relating to the sale of the La Rinascente building in Piazza Duomo in Milan.
(35) The value is the sum of rents earned by consolidated companies plus 100% of the rents earned by associates, joint ventures, and funds in which the Group has at least

a 5% interest as at December 31, 2012.
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The diagram below shows the impact of real estate writedowns by country and by period.
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4.2 Review of the financial position

(million euro) DECEMBER 2012 DECEMBER 2011

Fixed assets 611.7 820.4

of which investments in real estate funds and investment companies and shareholders’ loans granted (1) 455.2 651.6

of which goodwill 144.8 148.1

Net working capital 55.1 70.4

Net invested capital 666.8 890.8

Equity 80.4 326.2

of which Group equity 74.2 318.8

Provisions 65.9 76.6

Net financial position 520.5 488.0

Total net invested capital 666.8 890.8

(1) The figure includes investments in associates, joint ventures and others (237.8 million euro), shareholders’ loans granted (208.1 million euro), investments in real estate funds
(11.9 million euro, reported in “Other financial assets” in the consolidated balance sheet) and junior notes (0.2 million euro, reported in “Other financial assets” in the balan-
ce sheet). The figures in December 2012 and December 2011 include provisions for risks on investments of 2.8 million euro and 7.1 million euro respectively.

Fixed assets amount to 611.7 million euro as at December 31, 2012 compared with 820.4 million euro as at December 31,
2011. The decrease is due to the aforementioned writedowns of investments in Real Estate and NPL and to repayments and
the waiving of shareholders’ loans.

Net working capital is 55.1 million euro as at December 31, 2012, marking a decrease of 15.3 million euro compared to 70.4
million euro as at December 31, 2011. The decrease in current assets is mainly due to the fall in trade receivables brought
about by collections and value adjustments, the increase in tax payables (with a subsequent decrease in the associated risk
provisions) and the reduction in other receivables which more than offset the fall in trade payables.

Equity is 80.4 million euro, while the Group equity to Prelios amounts to 74.2 million euro, compared to 318.8 million euro as
at December 31, 2011. The change is mainly due to the negative result in the year of 241.7 million euro.
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The Net Financial Position reports a debt of 520.5 million euro as at December 31, 2012 compared with 488 million euro as
at December 31, 2011. 

It should be noted that, as at December 31, 2012, Prelios has 539 million euro in committed credit lines (20 million expiring
in June 2013, usable under certain conditions and currently unused), of which 379 million euro is in bank credit facilities and
160 million euro in facilities provided by Pirelli & C. S.p.A..

The following diagram details the combined effect of the events that had an impact on the change in the Net Financial Position
in 2012.

The negative change with respect to December 31, 2011, totalling 32.5 million euro, is attributable to the combined effect of
a decrease of 73.6 million euro deriving from cash flows generated by sales and distribution by investment companies/funds
and an increase attributable to the accrual of interest expenses and other financial charges linked to existing loans (48.3 mil-
lion euro), to the contribution of equity to investment companies/funds (16.8 million euro), to the payment of restructuring
costs (16.1 million euro), to the payment of taxes (8.6 million euro) and other events partly connected with the changes in net
working capital (16.3 million euro). 
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Net Financial Position

The following table presents the main changes in the Net Financial Position during the period.
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(million euro) December 2012 December 2011

Net financial position (A) at the start of the period 488.0 424.0

EBIT net of restructuring costs and property writedowns/revaluations (10.7) (5.3)

Amortisation and depreciation 2.4 3.2

Change in investments and shareholders’ loans granted 41.4 (17.5)

Change in other fixed assets 1.1 0.8

Change in net working capital and provisions and other changes (15.4) (17.5)

Net cash flow from operating activities 18.8 (36.3)

Other changes (16.1) 0.0

Financial and tax expenses/income (35.6) (26.4)

Net cash flow before dividends (32.9) (62.7)

Capital increase/dividends (*) 0.4 (1.3)

Total net cash flow (B) (32.5) (64.0)

Net financial position at the end of the period (A-B) 520.5 488.0

(*) third party share - share capital increase, Prelios Credit Servicing (+0.6 million euro) and dividends equal to 10% SGR-Banca Intesa for –2.0 million euro.

4.3 Net bank debt of funds and investment companies

Compared to a market value on a 100% basis of the real estate component of funds and investment companies, amounting
to 6.7 billion euro, the net debt totals 4.6 (36) billion euro: the Prelios loan to value on the real estate component amounts to
64% (Prelios pro-rata) of the market value of the assets, generally providing margins of safety in relation to existing covenants.

The main characteristics of the net real estate debt of the investment companies and funds are: 

– a limited amount of recourse guarantees of Prelios S.p.A. (39.4 million euro, of which 2.5 million euro in the release phase
following the resolution of the underlying issue); 

– a high level of interest rate hedging (80%) and an average maturity of about 1.4 years (values at 100%).

More details can be found in Appendix B to this report.

As regards the NPL sector, the book value of receivables based on 100% values amounts to around 1.05 billion euro, against
net bank debt of 1.02 billion euro.
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(36) This does not include 0.4 billion euro relating to the Cloe, Armilla, and Fedora funds classified as third-party funds, as Prelios' interest is less than 5%.
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5. REVIEW OF THE CONSOLIDATED INCOME STATEMENT

An income statement format is presented below (accounting layouts)

(million euro) December 2012 December 2011

Revenues from sales and services 131.0 177.8

Changes in inventories of work in progress, semi-finished and finished products 0.1 (5.7)

Other income 20.0 14.1

TOTAL OPERATING REVENUES 151.1 186.2

Raw and consumable materials used (net of change in inventories) (4.7) (28.4)

Personnel costs (77.1) (74.5)

Depreciation, amortisation and impairment (7.7) (5.3)

Other costs (99.4) (152.7)

TOTAL OPERATING COSTS (188.9) (260.9)

EARNINGS BEFORE INTEREST AND TAX (EBIT) (37.8) (74.7)

Net income from investments (149.2) (193.0)

– net profit share from investments in associates and joint ventures (135.8) (90.9)

– dividends 2.4 6.6

– gains on investments 5.0 1.1

– losses on investments (20.8) (109.8)

Financial income 16.1 29.8

Financial expenses (60.6) (35.7)

INCOME (LOSS) BEFORE TAXES (231.5) (273.6)

Taxes (9.5) (17.9)

NET INCOME (LOSS) FOR THE YEAR (241.0) (291.5)

attributable to minority interests 0.7 (1.9)

GROUP NET INCOME (LOSS) FOR THE YEAR (241.7) (289.6)

Revenues from sales and services amount to 131 million euro in 2012, of which 70.3 million euro in Italy and 60.7 million euro
abroad, compared with 177.8 million euro in 2011. The decrease, better described in paragraph 7 “divisional performance”,
is mainly due to consolidated revenues in Italy: -31.2 million euro, of which -26.8 million euro relating to the Management
Platform and -4.4 million euro to Investment Activities.

Other income totals 20 million euro in 2012, compared to 14.1 million euro in 2011. The item not only includes income linked
to the positive outcomes of disputes, but the chargeback to tenants of the management costs of the Group's own proper-
ties or properties managed on behalf of third parties, the latter mostly in connection with property management activities. 

Purchases of raw and consumable materials used (net of change in inventories) amount to 4.7 million euro, compared to 28.4
million euro in 2011, including the acquisition of a real estate development portfolio from the joint venture Mistral Real Estate
B.V.. 

Personnel costs total 77.1 million euro in 2012, compared to 74.5 million euro in 2011. The item includes around 2.7 million
euro related to the conclusion of a specific contract plus 8.6 million euro linked to voluntary redundancy incentives, compa-
red to 5.5 million euro in 2011. Net of said components, a decrease is recorded in personnel costs, due mainly to the reduc-
tion of the average headcount in the year (923 employees compared to 1,026 in the previous year).

Other costs total 99.4 million euro in 2012, compared to 152.7 million euro in 2011. The item includes costs for maintenan-
ce services, commissions, consultancy and professional fees, office rental costs, provisions for risks and writedowns of re-
ceivables and other operating expenses. In particular, a marked reduction was recorded in service costs, especially mainte-
nance costs, commissions and consultancy fees paid to third parties and provisions for the writedowns of receivables, set
aside to ensure that investee companies continue as going concerns as part of financial restructuring plans already formali-
sed or at an advanced stage of negotiation with financial backers or partners. 
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EBIT is a negative 37.8 million euro in 2012, compared with a negative 74.7 million euro in 2011. The decrease in costs of 72
million euro more than offset the fall in consolidated revenues of 35.1 million euro.

Net income from investments in 2012 is a negative 149.2 million euro, compared to a negative figure of 193 million euro in
2011, despite the previous year benefitting from the positive contribution from the Retail & Entertainment Fund (in which
Prelios S.p.A. holds an indirect minority interest) as a result of the sale of the historic building fully leased to La Rinascente and
located in Piazza Duomo in Milan. The item includes, among other things, the negative effect of writedowns of real estate in-
terests and investments of 78.2 million euro and the loss from the valuation of the NPL portfolio, totalling 61.6 million euro,
compared to negative values in 2011 of 160.7 million euro and 60.9 million euro respectively.

Financial income amounts to 16.1 million euro at December 31, 2012, compared to 29.8 million euro in 2011, which benefit-
ted from a positive non-recurring contribution of 9.9 million euro. Net of this item, financial income registers a decrease of 3.8
million euro, compared to a reduction in interest accrued on financial receivables due from joint ventures.

The increase in financial expenses is mainly attributable to the effect of an increase in interest paid to banks and Pirelli & C.
S.p.A.. as a result of the refinancing completed in December 2011. 
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6. PORTFOLIO MANAGED - ASSETS UNDER MANAGEMENT AND REAL ESTATE
NET ASSET VALUE AT DECEMBER 31, 2012

The following analyses relate to the portfolio managed and in many case owned by the Group (Assets Under Management)
through investment companies or real estate funds (values indicated on a 100% basis and for the Prelios stake). The Asset
under Management corresponds to the value of assets managed and is recognised, excluding non-performing loans which
are reported at book value (37), at the values appraised by independent experts at period end (38).

This measure, when specifically referring to the Prelios stake, expresses the Group's interest in the market value of the assets
and in the book value of non-performing loans owned by the Group.

6.1 REAL ESTATE ASSETS UNDER MANAGEMENT

The information reported below, relating to portfolios managed by the Group at December 31, 2012, is taken from valuations
performed by CB Richard Ellis for the entire portfolio, with the exception of:

• the Armilla Fund, Manifatture Milano and Mistral Real Estate, valued by Reag;

• the assets of DGAG, valued by Jones Lang La Salle;

• the Immobiliare Pubblico Regione Siciliana-FIPRS Fund, Olinda Fund, and Diomira Fund, valued by Scenari Immobiliari;

• the Enasarco, Monteverdi, Anastasia and Tecla Funds, valued by Patrigest;

• the Cloe, Hospitality & Leisure, Vivaldi, Fedora and Clarice Funds, valued by K2Real;

• The Raissa, Spazio Industriale and Eridano Funds, valued by Patrigest

• Resident Sachsen, Resident Berlin, Resident Baltic and Resident West, valued by NAI Apollo

• Highstreet, valued by Cushman & Wakefield.

The valuations are performed on individual properties using different methods. 

The Discounted Cash Flow method, which discounts cash flow from leases using a discount factor reflecting the specific risks
associated with the investment (where the terminal value at the end of the letting period is obtained by capitalising market
rents for the business and/or service industry properties), is the most widely used for the commercial and residential sector in
Germany; instead, the terminal value of residential property in Italy is obtained using the comparative method. As regards the
development of projects and lands the transformation method is used, by discounting the costs and revenues of the deve-
lopment based on the current stage of advancement of the project and therefore not considering the gains generated in re-
lation to the theoretical finished product value.

Assets under management (39) amount to 9.7 billion euro at December 31, 2012 (12.4 billion euro at December 31, 2011), of
which the Prelios share is 2.1 billion euro (compared to 2.5 billion euro at December 31, 2011). The assets under manage-
ment comprise 8.7 billion euro in real estate (11.2 billion euro at December 31, 2011) and 1 billion euro in non-performing
loans (1.2 billion euro at December 31, 2011). In terms of asset allocation by geographical area, of the 8.7 billion euro in real
estate, 55.8% is managed in Italy, 43.7% in Germany, and 0.5% in Poland.

The portion of non-investee real estate, representing 22% of the total value of real estate assets under management, fell from
3.4 billion euro (40) in December 2011 to 2 billion euro in December 2012, as a result of the exclusion of the BauBeCon real
estate portfolio from the perimeter, a contract coming to its conclusion. In fact, on October 31, German services companies
in which Prelios Deutschland GmbH holds investments signed an agreement to discontinue the service mandates in place
with companies in the BauBeCon Group, currently owned by Deutsche Wohnen that purchased the Group from Barclays
Capital. The expiry of the mandates, initially set for May 31, 2013, was brought forward, effective as of November 1, 2012 for
some contracts, and effective as of February 1, 2013 for others.
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(37) Figures expressed at purchase cost, net of any writedowns.
(38) The amounts thus determined exclude the deduction of any discounts arising under sales mandates aimed at accelerating real estate portfolio divestment.
(39) Assets under management, with the exception of non-performing loans stated at book value, are stated at market value on the basis of appraisals by independent

experts. The market values established by the independent experts do not take account of possible acceleration of sales plans on normally reasonable times needed
for such sales activity, for that type of asset in its current market, or of any discounts for block sales or discounts arising under sales mandates.

(40) This includes the Cloe, Armilla and Fedora Funds (in which Prelios holds an interest of less than 5%), and the BauBeCon real estate portfolio.
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Based on independent appraisals and net of any discounted sale mandates given to intermediaries, like-for-like market values
of invested assets have been written down by an average of 4.5% in the period. More specifically, the Italy real estate portfo-
lio was written down by an average of 6.6%, while in Germany the average writedown was around 3%.

As reported in the tables below, the breakdown of asset allocation expressed at market value by geographic area at December
31, 2012 shows an increase in the percentage weight of Italy and a reduction in the percentage weight of Germany as a re-
sult of the aforementioned exclusion of the BauBeCon real estate portfolio from the perimeter.
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The following tables show the Assets Under Management breakdown by product at market value at December 31, 2012
(100% amounts):

Development projects and lands

Development projects and lands under management are valued at 583 million euro in December 2012, of which 459 million
euro refers to lands and 124 million euro to development. The Prelios share is approximately 41%, corresponding to roughly
240 million euro. 

Development projects and lands therefore represent around 14% of Prelios' Real Estate Assets Under Management, relating
to investment companies and funds (1.8 billion euro pro-rata).

The Group generally takes part in lands and development projects by investing with sizeable minority stakes in joint ventures
with major national and international partners, providing asset management, Property & Project Management and Agency ser-
vices.

The development projects and lands of the various joint ventures in which Prelios has invested are provided with financial re-
sources from their inception, of which 50-70% from major national and international banks and the remainder from sharehol-
ders in the form of equity and shareholders’ loans.

Bank lending, solely of the non-recourse kind, is usually structured in two lines with secured guarantees: the first to purcha-
se the site and the second for drawdown as the work progresses (capex line).
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The main projects currently in progress are:

• Manifatture Milano (Prelios 50%): land near to the Bicocca area (North Milan). A total of 68,000 square metres will be de-
veloped for the following purposes: Residential, Hotel, Commercial The land has a market value of 93.7 million euro.
Development activity is being managed under a joint venture with Fintecna Immobiliare. 

• Trixia (Prelios 36%): lands earmarked for property development activities, and partially already developed, located in the
neighbouring areas of the Municipality of Milan. The company’s real estate portfolio comprises the following assets:

– Area e Cascina Zibido (Zibido Site and Farmhouse) – real estate complex comprised of sites and farmhouses to be re-
novated;

– Malaspina Espansione (Malaspina Expansion) – semi-urbanised area, predominantly for residential use

– Cusago Espansione (Cusago Expansion) – non-urbanised area, predominantly for tertiary use 

– Castello di Tolcinasco (Castle of Tolcinasco) – portion of the Castle of Tolcinasco

– Residenze Malaspina (Malaspina Residences) – residential complex located in the Municipality of Pioltello, composed
of three lots and a commercial building; development works started in 2004 were completed and the initiative is still at
the marketing phase.

The market value at December 31, 2012 of total real estate assets is 101.6 million euro.

• Inim 2 (Prelios 25%): in the section dedicated to RCS, the investment company is left with a partially built area of around
40,000 square metres in gross floor space for manufacturing, service industry and commercial use. The market value at
December 31, 2012 is 34.8 million euro. 

• The ex-Lucchini area in Warsaw, Poland, has a market value of 50 million euro (Prelios interest is 40%). At the moment,
approval of the master plan is being awaited, which is estimated will lead to a potential developable area of approximate-
ly 419,000 square metres.

6.2 Real estate net asset value as per independent appraisals

The pro-rata Net Asset Value of Prelios' investments at December 31, 2012 has been valued at around 0.6 billion euro, ex-
cluding non-performing loans that are instead stated at book value, a reduction of around 0.2 billion euro on the figure at
December 31, 2011. This value is calculated as the difference between Prelios’ share of asset value appraised by indepen-
dent experts (1.8 billion euro) and Prelios’ share of net bank debt of the investment companies and funds in which the Group
has invested, equal to 1.2 billion euro.

Of the total book value of 6.4 billion euro relating to investee funds and investment companies, (of which the Prelios share is
1.7 billion euro), approximately 2.3 billion euro (Prelios share of 0.8 billion euro) refers to investment property carried at fair
value (IAS 40). 

At December 31, 2012, Prelios has a Net Asset Value of approximately 0.6 billion euro.
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The following table reports Real Estate Net Asset Value at December 2012 and December 2011.

(billion euro) DECEMBER 2012 DECEMBER 2011
100% 100%

Market Book Net Net Market Book Net Net 
value value bank Asset value value bank Asset 

debt Value debt Value

Investee real estate investment companies
and funds 6.7 6.4 4.6 2.1 7.8 7.5 5.2 2.6

Non-investee real estate investment companies
and funds 2.0 1.9 3.4 3.2

TOTAL REAL ESTATE 8.7 8.3 4.6 11.2 10.7 5.2

NPL (*) 1.0 1.0 1.0 1.2 1.2 1.0

TOTAL ASSETS UNDER MANAGEMENT 9.7 9.3 5.6 12.4 11.9 6.2

(billion euro) DECEMBER 2012 DECEMBER 2011
PRO RATA PRO RATA

Market Book Net Net Market Book Net Net
value value bank Asset value value bank Asset  

debt Value (**) debt Valuee (**)

Investee real estate investment companies
and funds 1.8 1.7 1.2 0.6 2.1 2.0 1.3 0.8

Non-investee real estate investment companies
and funds 0.0 0.0 0.0 0.0

TOTAL REAL ESTATE 1.8 1.7 1.2 2.1 2.0 1.3

NPL (*) 0.3 0.3 0.3 0.4 0.4 0.4

TOTAL ASSETS UNDER MANAGEMENT 2.1 2.0 1.5 2.5 2.4 1.6

(*) The value of non-performing loans included in the “market value” columns corresponds to the purchase cost net of writetowns

(**) For calculation puroposes, consolidated assets have been treated as entirely own resources.

6.3 Representation of the real estate portfolio

The following tables include information on profitability by cluster on a 100% basis and for the Prelios share: in particular, they
provide details on rental income and the related vacancy rates. "Passing rent" is rent annualised on the basis of contracts exi-
sting at the end of the period for assets belonging to the fund/company. "Passing yield" is determined as the ratio of passing
rent to the net book value of fund/company assets. The "vacancy" rate is calculated as the ratio of vacant square meters to
total company/fund assets.
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Profitability of AUM of investee funds and investment companies 100% (thousand euro) 

Share Passing Passing Vacancy Book Market Net 
PRE Rent Yield value value bank 

debt 

Fondo Tecla 44.8% 26,340 6.4% 15.7% 409,328 410,032 273,798

Fondo FIPRS 22.0% 20,337 7.6% – 269,080 269,030 168,298

Fondo Raissa 35.0% 17,662 8.1% 0.3% 216,938 221,264 44,064

Fondo Olinda 10.6% 28,483 8.5% 14.9% 336,391 482,290 229,624

Dolcetto Tre S.r.l. 33.0% 1,000 7.7% – 12,966 16,000 10,754

Fondo Monteverdi 48.8% 5,421 7.6% 68.0% 70,967 74,388 23,298

Fondo Spazio Industriale 22.1% 19,222 6.7% 20.8% 285,477 289,236 161,394

Fondo Hospitality & Leisure 35.0% 3,650 6.0% 22.1% 61,000 61,000 65,742

Commercial Italy 122,115 7.3% 18.8% 1,662,147 1,823,290 976,972

Mistral Properties 40.6% 4,255 5.7% 11.7% 74,792 76,159 36,891

DGAG - Special Properties 100.0% – – – 18,638 18,638 –

Commercial Germany 4,255 5.7% 11.7% 93,430 94,797 36,891

Highstreet 12.1% 159,903 6.2% 1.2% 2,588,085 2,588,085 2,119,844

Highstreet 159,903 6.2% 1.2% 2,588,085 2,588,085 2,119,844

SIG (West, Baltic, Sachsen) 50.0% 7,644 6.6% 8.0% 114,953 116,929 83,500

Residenza Small Deals 7,644 6.6% 8.0% 114,953 116,929 83,500

DGAG - Residential 40.0% 67,440 7.2% 2.0% 942,444 945,183 688,441

Residential Germany 67,440 7.2% 2.0% 942,444 945,183 688,441

TOTAL PORTFOLIO “YIELDING" 361,358 6.7% 11.3% 5,401,059 5,568,284 3,905,648

Trading Italy 7,256 n.m. (*) n.m. 476,495 541,345 415,097

Development Italy – n.m. n.m. 117,327 124,144 66,840

Lands Italy 342 n.m. n.m. 374,802 408,820 221,145

Other Germany 1,619 n.m. n.m. 41,517 47,444 12,267

Development Poland 251 n.m. n.m. 28,327 50,319 (105)

TOTAL PORTFOLIO “OTHER” 9,468 1,038,469 1,172,072 715,243

TOTAL PORTFOLIO REAL ESTATE 370,825 5.8% 6,439,528 6,740,356 4,620,891

(*) n.m. = not material
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Profitability of AUM of investee funds and investment companies (thousand euro)

Share Passing Passing Vacancy Book Market Net bank 
PRE Rent Yield value value debt

pro quota pro quota pro quota 

Fondo Tecla 44.8% 11,800 6.4% 15.7% 183,379 183,694 126,828

Fondo FIPRS 22.0% 4,466 7.6% 59,090 59,090 43,547

Fondo Raissa 35.0% 6,182 8.1% 0.3% 75,928 77,442 15,423

Fondo Olinda 10.6% 3,017 8.5% 14.9% 35,630 51,084 25,952

Dolcetto Tre S.r.l. 33.0% 330 7.7% 4,279 5,280 3,549

Fondo Monteverdi 48.8% 2,645 7.6% 68.0% 34,632 36,301 11,369

Fondo Spazio Industriale 22.1% 4,252 6.7% 20.8% 63,148 63,979 35,695

Fondo Hospitality & Leisure 35.0% 1,278 6,0% 22.1% 21,350 21,350 23,010

Commercial Italy 33,970 7.1% 23.4% 477,436 498,221 285,373

Mistral Properties 40.6% 1,695 5.6% 13.5% 30,445 30,923 16,571

DGAG - Special Properties 100.0% 18,638 18,638 –

Commercial Germany 1,695 5.6% 13.5% 49,083 49,561 16,571

Highstreet 12.1% 19,348 6.2% 1.2% 313,158 313,158 256,098

Highstreet 19,348 6.2% 1.2% 313,158 313,158 256,098

SIG (West, Baltic, Sachsen) 50.0% 3,818 6.7% 8.0% 57,414 58,402 42,054

Residential Small Deals 3,818 6.7% 8.0% 57,414 58,402 42,054

DGAG - Residential (DGAG & Solaia) 40.0% 26,976 7.2% 2.0% 376,978 378,073 275,376

Residential Germany 26,976 7.2% 2.0% 376,978 378,073 275,376

TOTAL PORTFOLIO “YIELDING" 85,808 6.7% 17.4% 1,274,069 1,297,416 875,472

Trading Italy 2,558 n.m (*) n.m 175,300 199,119 139,426

Development ITA – n.m n.m 55,094 57,607 33,372

Lands Italy – n.m n.m 145,903 161,917 78,594

Other Germany 725 n.m n.m 17,807 19,843 4,964

Lands Poland 139 n.m n.m 11,356 20,128 (330)

TOTAL PORTFOLIO “OTHER” 3,423 405,460 458,614 256,026

TOTAL PORTFOLIO REAL ESTATE 89,231 5.3% 1,679,529 1,756,030 1,131,498

(*) n.m. = not material

The Prelios Group's real estate yielding portfolio has a market value of 5.6 billion euro (of which the Prelios share is 1.3 billion
euro) and a book value of 5.4 billion euro (of which the Prelios share is 1.3 billion euro), and generates annual rental income
of 86 million euro (361 million euro on a 100% aggregate basis). The portfolio's ten principal tenants, accounting for 49% of
rents attributable to Prelios are: Karstadt (Highstreet), Telecom, Regione Sicilia (Sicilian Region), Valtur, Conforama Italia, Eni,
Uci Italia, Vodafone, Virgin Active Italia and Alstom Power.
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The following table shows AUM by country, divided in accordance with accounting standards IAS 2 and IAS 40.

Book Market Book Market 
value value value value 
100% 100% pro-rata pro-rata 

IAS 2 483,103 637,707 96,284 114,907

IAS 40 1,179,044 1,185,583 381,151 383,315

Commercial Italy 1,662,147 1,823,290 477,436 498,221

IAS 2 93,430 94,797 49,083 49,561

IAS 40 – – – –

Commercial Germany 93,430 94,797 49,083 49,561

IAS 2 2,588,085 2,588,085 313,158 313,158

IAS 40 – – – –

Highstreet 2,588,085 (*) 2,588,085 313,158 (*) 313,158

IAS 2 6,141 8,118 3,067 4,055

IAS 40 108,811 108,811 54,347 54,347

Residential Small Deals 114,953 116,929 57,414 58,402

IAS 2 13,600 16,447 5,440 6,579

IAS 40 928,844 928,736 371,538 371,494

Residential Germany 942,444 945,183 376,978 378,073

IAS 2 401,270 454,965 153,891 174,536

IAS 40 75,226 86,380 21,409 24,584

Trading Italy 476,495 541,345 175,300 199,119

IAS 2 117,327 124,144 55,094 57,607

IAS 40 – – – –

Development Italy 117,327 124,144 55,094 57,607

IAS 2 374,802 408,820 145,903 161,917

IAS 40 – – – –

Lands Italy 374,802 408,820 145,903 161,917

IAS 2 41,517 47,444 17,807 19,843

IAS 40 – – – –

Other Germany 41,517 47,444 17,807 19,843

IAS 2 28,327 50,319 11,356 20,128

IAS 40 – – – –

Development Poland 28,327 50,319 11,356 20,128

Total investee portfolio 6,439,528 6,740,356 1,679,529 1,756,030

(*) In relation to the Highstreet real estate portfolio, the net invested is now limited solely to financial receivables, whose recoverability is evaluated through an analysis of ex-
pected cash flows from the closure of the joint venture, which can be carried out on completion of the disposal of said assets.
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7. DIVISIONAL PERFORMANCE

This section outlines the economic performance of both the Real Estate component (by geographical area) and NPLs, distin-
guishing between income/costs from the Management Platform and income/costs from Investment Activities (41). The opera-
ting result included and commented on in the following tables correspond to the definitions in section 4 of this report.

Unless otherwise stated, the amounts reported in the following tables are presented in millions of euro.

The following table breaks down the operating result by geographic area.

(million euro) Italy Germany Poland NPL G&A Total
2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

Management Platform 11.5 24.4 10.9 9.2 0.0 (1.5) 0.1 (2.4) (9.5) (9.4) 13.0 20.3

Impairment of Management Platform goodwill (1.1) (3.4) (4.5)

Investment Activities (22.6) 0.6 2.0 3.9 (0.5) (4.7) 2.1 14.6 (19.0) 14.4

Loss from NPL portfolio valuation (61.6) (60.9) (61.6) (60.9)

Operating result (11.1) 25.0 11.7 13.1 (0.5) (6.2) (62.7) (48.6) (9.5) (9.4) (72.1) (26.1)

When reading the figures in the subsequent tables by country, please note that the revenue figures refer solely to manage-
ment platform companies consolidated line-by-line, and so do not include the consolidated revenues of other investment ini-
tiatives.

7.1 Italia Real Estate

The Italy Real Estate (Management Platform and Investment Activities) operating result is a negative 11.1 million euro in 2012,
compared with a positive 25 million euro in 2011.

Management Platform

Operating result amounts to 11.5 million euro in 2012, compared with 24.4 million euro in 2011, which included the contri-
bution of 3.6 million euro from the sale of the historic building entirely leased to La Rinascente located in Piazza Duomo in
Milan.

With regard to the performance of the Management Platform, these are the main events that affected the individual Cash
Generating Units.

Fund Management 2012 2011

Revenues (million euro) 23.3 29.1

Operating result (million euro) 8.5 16.1

Ros 37% 55%

Number of funds managed 23 22

AUM (*) 4.3 4.8 

Number of employees 62 59

(*) Market value in billions of euro, expressed at 100% and including Excelsia 9 Srl portfolio

Prelios Società di Gestione del Risparmio S.p.A. (“Prelios SGR”), 90% owned by Prelios S.p.A. and 10% owned by Intesa
Sanpaolo S.p.A., is specialised in the establishment and management of closed-end real estate investment funds.

}8.5

}80.6 }46.4

(41) Results from investment activities mean the net income generated by Prelios from its investments in funds and companies which own real estate portfolios; results from
the Management Platform mean the net income generated from the company's fund and asset management activities and specialised real estate services (property &
project, agency and facility management in Germany), and from credit servicing for NPLs, inclusive of general and administrative expenses.
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At December 31, 2012, the Company managed a total of 23 funds, of which 10 ordinary (2 of these listed) and 13 specula-
tive, in addition to a contract to manage the process of divesting a real estate portfolio. 

It should be noted that, on June 26, 2012, the Bank of Italy notified the company of the removal of the provision which inhi-
bited the setting up of new mutual investment funds, confirming that the initiatives launched by the company were succee-
ding in overcoming the alleged organisational deficiencies, that the company has started to correct the financial imbalances
of the funds managed or has laid the foundations for a methodical closing of the initiatives for which no other solutions could
be found. 

In respect of the return to regular operations, the company participated in tenders called in the second half of the year for the
setting up and management of real estate funds. In particular, the public tenders called by Cassa Forense, which should be
awarded in the first few months of 2013, AMA and Province of Cremona, as well as the tender organised by Poste Vita. 

The revenues, mainly represented by fixed management fees, totalled 23.3 million euro in 2012, a decrease in comparison to
the same period in 2011 due to the effect of the gradual decline in Assets Under Management which the company, due to
the restrictive measure referred to above, could not offset in the current year with fees relating to the establishment of new
funds. 

However, on November 12, 2012, the company was awarded the public tender called by the Province of Cremona targeted
at increasing the value of the operating real estate assets not owned by said entity; the Fund, known as Eridano, was set up
on December 28, 2012 and is 100% owned by the Province of Cremona.

The costs, net of extraordinary items, (reorganisation, bonus plans, credit assessment), fell when compared to the previous
year, mainly as a result of the reduction of specialist consultancy and redefinition relating to the funds of certain administrati-
ve service contracts.

The company’s operating result stands at 8.5 million euro in 2012, down when compared with 16.1 million euro in the pre-
vious period, primarily due to the aforementioned fall in revenues.

Agency 2012 2011

Revenues (million euro) 10.2 23.4

Operating result (million euro) –2.9 2.6

Ros –28% 11%

Number of funds managed 227 828

Agencies in franchising 108 217

Number of employees 43 58

Prelios Agency S.p.A. is a Prelios Group company specialising in consultancy for the trading and letting of industrial, com-
mercial and residential properties. The company also offers a series of services ranging from the analysis of customers’ needs
to monitoring of the market, to the management of negotiations and contractual assistance.

The year 2012 continued the process of transformation, to move the company from one mainly concerned with “captive” cu-
stomers to a Broker & Advisor format, able to provide third party customers with highly specialised services, serving as a stra-
tegic partner for public or private investors, as well as for real estate funds and institutional operators. From this viewpoint, ac-
tivities no longer considered core were transferred.

More specifically, the sale to third parties of 80% of Prelios Finance S.p.A. shares was completed on April 2, with no signifi-
cant impact on the economic result, and June 27, 2012 saw the completion of the sale to the company Brand for Agency
Services S.r.l. (formerly Newco Re 1 S.r.l., a subsidiary of the Parent Company Prelios S.p.A.) of the “franchising” business
unit, comprising a structured group of legal relationships involving dedicated personnel and assets used in the performance
of activities and provision of management services, in the specific segment of the management of real estate agencies that
operate nationwide. The transfer of the business unit took effect on July 1, 2012 and the franchising company now operates
on the market under the “La Casa” brand.
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Brokerage activities in 2012 felt the effects of the negative trend in the real estate market; however, the sale of the property
on Via Del Tritone in Rome, on behalf of the Retail & Entertainment Fund, took place in the third quarter of the year. In the cor-
responding period in the previous year, the company had benefitted from fees from brokerage activities relating to the sale of
the Rinascente-Duomo property, also on behalf of the Retail & Entertainment Fund, managed by Prelios Sgr S.p.A.. 

The portfolio of sales contracts from third party customers amounts to 1,626 million euro (42), 298 million euro of which were
acquired during the year.

The negative Agency result in 2012 is essentially due to the persistence of the crisis in the Italian real estate market, which led
to a significant decrease in the number and size of transactions. In this context, nonetheless, Agency retained a leading po-
sition, with a market share of 20%. 

Property 2012 2011

Revenues (million euro) 15.6 20.1

Operating results (million euro) 5.8 5.6

Ros 38% 28%

Value of assets managed (bilion euro) 4.9 6.4 (*)

Square metres managed (millions) 4.1 4.8 (*)

Rental units managed more than 28,000 more than 28,000 (*)

Rental contracts managed more than 3,000 more than 3,100 (*)

Passing Rent (million euro) more than 267 more than 280 (*)

Number of employees 75 70

Value of project management assets managed (billion euro) (**) 0.5

Capex at December 31, 2012 (million euro) (***) 15.6

Pipeline Capex over entire life (million euro) (****) 356.4

(*) Values refer to December 2011 stated net of the Telecom contract concluded on June 30

(**) Value of project management assets managed already largely subject to property management

(***) Project management activities realised as at December 31

(****) Project management activities potentially realisable based on existing mandates

Prelios Property & Project Management S.p.A. is a Prelios Group company that offers integrated technical and administrative
services for the management and development of real estate assets. It is the result of a combination of two already establi-
shed entities: Prelios Property Management and Prelios' Development & Project Management department. In the context of
property management activities, it offers administrative and document management services, real estate asset due diligence
services, sales support, and specialised services such as the development and valorisation of shopping centres.

As part of development and project management activities, it offers assistance during the concept development and execu-
tion stages, town planning and construction feasibility assistance, and support for all aspects related to the energy efficiency
of buildings.

All the services listed above are aimed at both Group companies and third parties.

The company is currently committed on the following fronts:

– relations with the construction industry (architectural firms and offices) for project management activities targeted at the
participation in private and public tenders;

– relations with purchasing centres in the real estate sector (I Faber and Bravosolutions);

– cross-selling with other Property and Project Management companies.

(42) List value.
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On May 31, 2012, the “RTI” (Temporary Association of Companies) – formed by Prelios Property & Project Management S.p.A.
(32%), that is also the lead agent company, Abaco Servizi (Gabetti Group, making up 18%), EXITone (STI Group, making up
20%) and Siram S.p.A., (Veolia Group, listed on the Paris Stock Exchange, accounting for 30%) – was provisionally awarded
the tender called by INPS (Italian social security and welfare institute) for the provision of property management services.
Communication of the definitive award also followed on June 14, 2012, whose effectiveness is, however, subject to the so-
cial security and welfare institute’s verification of the requirements set out by the Temporary Association of Companies during
the tender participation. Therefore, this contract did not generate any revenue in 2012.

The real estate portfolio of the social security and welfare institute, the target of the management contract, has mixed office,
shop and residential use, and includes around 13,000 property units. The contract will have a 3-year term, with the possibi-
lity of a 6-month renewal, plus a further six months. The Temporary Association of Companies was established on June 15
for the management of the INPS contract.

Pitecna, the new commercial partnership signed by Prelios Property and Project Management and Impresa Percassi, won the
contract from Autogrill for the execution of completion works at the Autogrill “Villoresi Est” sales point on the “A8 Milano-Laghi”
motorway, close to the Rho fair and the Expo.
Total area of twenty-three thousand square metres and two thousand four hundred square metres of buildings, that represent
the future for service areas throughout Italy.

The company also took part, on its own behalf, or as part of a Temporary Association of Companies, in the tenders called by:
Regione Molise (Molise Region), Enel Servizi S.r.l., AREA – Azienda Regionale per l’Edilizia Abitativa (Regional Body responsi-
ble for Housebuilding) (Regione Sardegna – Sardinia Region) and INARCASSA – Cassa Nazionale di Previdenza ed Assistenza
per gli Ingegneri ed Architetti Liberi Professionisti (National Welfare and Assistance Fund for Engineering and Architecture
Professionals), relating to due diligence services, building management, land register updating and property registrations. The
outcomes of all the Regione Molise (Molise Region), Inarcassa and Regione Sardegna – (Sardinia Region) tenders have still
not been made known.

In December, the Monteverdi Fund managed by Prelios SGR invited the company to take part in the Global Services tender
for the Scarmagno area.

As at December 31, 2012, the company manages a real estate portfolio divided into more than 3,000 leasing contracts. The
main non-investee customers of the Group were: INPS Lots 1 and 3, Duemme SGR (Aries Fund), Prisma SGR, RCS, Lactalis,
Stam Europe, Foppolo Risorse (CIR Group), Al Rajhi Group (Excelsia nove) and Siemens.

The company acquired the following new contracts in 2012: Aeroporti di Roma, KGAL, ING Real Estate, Autogrill, Miroglio
Group, Omnia Service, Siemens, Manifattura Tabacchi and Excelsia 9.

In 2012, operating result benefitted, in particular, from 3.7 million euro deriving from the favourable outcome to the arbitration
proceedings concerning a previous development contract in the public sector in the field of project financing.

Investment Activities

Operating result in 2012 is a negative 22.6 million euro, compared with a positive 0.6 million euro in the previous year, which
included, as already indicated, the positive results of some significant transactions.

The reduction in the volume and size of the transactions had an adverse impact on results, which did not allow the remune-
ration of the operating and financial costs of the investment companies and funds. 

Property sales realised in 2012 (considering, on a 100% basis the properties of associates, joint ventures and funds the Group
invests in) totalled 303.4 million euro (841.5 million euro in 2011, which included, among other things, the already mentioned
sale of the building in Piazza Duomo, leased to La Rinascente for 472 million euro). The gross sales margin (43) realised in 2012
is -1.4% (7.8% in 2011). Rents (44) total 132.9 million euro (163.7 million euro in 2011).

(43) This expresses the related gross capital gains as a percentage of sales. Capital gains are realised by subsidiaries, associates, joint ventures, and funds in which the
Group has an interest of at least 5%.

(44) This is the sum of rents earned by consolidated companies, and rents earned by associates, joint ventures, and funds in which the Group has interests.
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7.2 Germany Real Estate

The Germany Real Estate (Management Platform and Investment Activities) operating result is a positive 11.7 million euro in
2012, compared with a positive figure of 13.1 million euro in 2011, a value that included, among other things, a positive ef-
fect of 9.9 million euro due to the contribution from retail initiatives; net of this effect, the 2012 result is up around 8.5 million
euro, due mainly to Investment Activities.

Management Platform

Germany 2012 2011

Revenues (million euro) 59.3 56.2

Operating result (million euro) 9.8 9.2

Ros 17% 16%

Square metres managed (milions) (*) 5.6 6.3

Number of rental units managed (*) (**) more than 45,000 more than 70,000

AUM (***) 3.8 5.6 

Numer of employees 404 422

(*) Not including units / areas relating to car parks

(**) Value at December 31, 2012 not including the BauBeCon real estate portfolio as a result of exclusion from the perimeter

(***) Market value in billions of euro, expressed at 100%

In 2012, operating result is 9.8 million euro (10.9 million euro if we exclude impairment), up compared with 9.2 million euro in
the previous period.

Revenues in December 2012 amounting to 59.3 million euro are up around 3 million euro compared to 2011, thanks to a ge-
neral improvement in portfolio performances and the retention of the management contracts of the BauBeCon portfolio after
the disinvestment by the Prelios Group at the end of 2011. 

Investment Activities

In 2012, operating result is a positive 2 million euro, compared to 3.9 million in the same period in the previous year. The 2011
result included, as already mentioned, a positive effect of 9.9 million euro, attributable to the contribution from retail initiatives,
but felt the effects of the losses derived from the BauBeCon portfolio, excluded from the perimeter at the end of 2011. 

Resident Berlin 1 P&K GmbH, a joint venture invested in by Prelios, finalised the contract for the sale of 1,503 residential units
to a German institutional investor. The properties are located in Berlin and have a vacancy rate of under 2%. The transaction,
which had no impact on operating result, was concluded at a price of 93 million euro, and had a positive impact on Prelios’
Net Financial Position of roughly 10 million euro.

Property sales realised in 2012 (considering, at 100% value, the properties of associates, joint ventures and funds the Group
invests in) totalled 353.2 million euro, compared to 905.6 million euro in 2011, which included, among other things, the tran-
sfer of a major urban development initiative in Hamburg known as “Blankenese”. Furthermore, the decrease is a result of lower
volumes tied to disposals of the Highstreet portfolio. 

The gross sales margin (45) realised in 2012 is around 0.5% (2.2% in 2011). Rents (46) total 262.7 million euro (367.6 million
euro in 2011). 

(45) This expresses the related gross capital gains as a percentage of sales. Capital gains are realised by subsidiaries, associates, joint ventures, and funds in which the
Group has interests.

(46) The value is the sum of rents earned by consolidated companies, and rents earned by associates, and joint venture in which the Group has interests.
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7.3 Poland Real Estate
The Poland real estate operating result (Management Platform and Investment Activities) in 2012 is a negative 0.5 million euro,
compared to a negative 6.2 million euro in 2011. 

Management Platform

Poland 2012 2011

Revenues (million euro) 1.1 1.7

Operating result (million euro) 0.0 –1.5

Ros –3% –90%

Square metres managed (milions) 0.7 0.8

AUM (*) 0.1 0.1

Numer of employees 22 25

(*) Market value in billions of euro, expressed at 100%

The Management Platform shows a break-even operating result, compared to a negative 1.5 million euro in the previous period. 

The above results reflect the essential conclusion of property development sales, while the process of urban planning for cer-
tain areas still in the portfolio is still under way.

Break-even was also reached as a result of the redefinition of the investment strategy implemented last year, which involved
a considerable reduction in the operating costs of the Polish management platform, for which the acquisition of management
contracts from third parties is being encouraged. 

Investment Activities

Operating result is a negative 0.5 million euro, compared with the positive figure of 4.7 million euro in the previous year. The
2011 result felt the effects of the losses on initiatives that were subsequently transferred or excluded from the management
perimeter. 

Property sales registered in 2012 (considering, on a 100% basis, the properties of associates, joint ventures and funds the
Group invests in) total 0.5 million euro, compared to 43.2 million euro in the same period of 2011, which included the transfer
of the Ostrobramska (Warsaw) area.

7.4 Non-Performing Loans
The operating result for non-performing loans (Management Platform and Investment Activities) is a negative 62.7 million euro
in 2012, compared with a negative 48.6 million euro in 2011. Operating result in 2012 includes the impact of the impairment
test on the services platform for 3.4 million euro and the loss from NPL portfolio valuation for 61.6 million euro (60.9 million
euro in 2011).

Management Platform

2012 2011

Revenues (million euro) 14.0 14.3

Operating result before impairment 0.1 –2.4

Management Platform impairment –3.4

Operating result (million euro) –3.3 –2.4

Ros –24% –17%

Amounts collected (million euro) 178 200

Gross book value (billion euro) 8.7 7.9

No. of non-performing loans managed more than 74,000 (*) more than 35,000

Number of employees 120 170

(*) of which around 54.000 positions relating to the agreement signed with Zeus Finance S.r.l. for Master and Corporate Servicer activities
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The Management Platform operating result in 2012 is a positive 0.1 million euro (negative 2.4 million euro in 2011): conside-
ring the negative impact of 3.4 million, relating to the impairment of the platform, operating result is a negative 3.3 million euro.
The result, net of the negative impact relating to impairment, is gradually improving, compared to the negative figures from
previous years, due mainly to the intense restructuring activities implemented by the company in a macroeconomic context
characterised by a deep recession which has adversely impacted volumes. 

Revenues stand at 14 million euro in 2012, compared to 14.3 million euro in 2011. It should be pointed out that 2011 bene-
fitted from revenues related to due diligence activities, which were absent in 2012, and a success fee received by two share-
holders for reaching the targets set out in the “Relaunch Plan”. Net of these positive income components, revenues register
growth of more than 20%, an increase attributable to both the review of the fee structure, brought more into line with market
standards on the basis of agreements with the main investors in the portfolios managed, and to revenues generated by the
new contracts won over the course of 2012.

Prelios Credit Servicing received confirmation of the “above average” rating from ratings agency Standard & Poor’s and an
upgrade of the outlook to “stable”, as special servicer of residential and commercial mortgages. The rating from Standard &
Poor’s reflects the appreciation for the optimisation of the structure achieved in the last year and the effective restructuring of
the business, as well as investments in training and in strengthening the proprietary IT system. The report also underlines how
the increase in competitiveness has led to a sharp rise in business, with the assignment of four new contracts from third par-
ties, split into special activities and master servicing.

Fitch confirmed the ratings of Prelios Credit Servicing at Rss2 and Css2. The rating reflects the efforts that have been made
to improve the position of Prelios Credit Servicing, especially in terms of company restructuring. Fitch rewarded Prelios Credit
Servicing for the significant restructuring launched in 2011, which enabled the company to strengthen and return to a break-
even position, after more than three years of recording a loss. 

In 2012, the value of NPL amounts collected (47) is 178 million euro, compared to collections of 200 million euro in 2011.

The growth in non-performing loans managed over the previous year is mainly due to an agreement signed with the compa-
ny Zeus Finance S.r.l. for Master and Corporate Servicer activities, for the management of around 54,000 positions for a no-
minal value of 939 million euro, and for Special Servicing activities on a portion of these positions, comprised of 7,800 non-
performing loans.

Investment Activities

2012 2011

Return on Securities 5.0 14.6

Capital losses on portfolio sales (2.9)

Operating result before loss from NPL portfolio valuation 2.1 14.6

Loss from NPL portfolio valuation (61.6) (60.9)

Operating result (59.5) (46.2)

Operating result, net of the loss from NPL portfolio valuation is a positive 2.1 million euro, compared to a positive value of 14.6
million euro in the previous year. Considering the negative impact of 61.6 million for 2012 and 60.9 million euro for 2011, re-
lating to the loss from NPL portfolio valuation, Operating result in 2012 is a negative 59.5 million euro, compared with a ne-
gative 46.2 million euro in 2011. 

The negative result is partly influenced (approximately 19.2 million euro) by the write-down of the loan portfolio of the securi-
tisation vehicle ICR8, held under a joint venture with Morgan Stanley, following the restructuring of collection forecasts and of
the risk profile. The third quarter of 2012 saw the completion of the new securitisation of the portfolio which allowed an in-
crease in financial leverage (hence diluting the Group investment in line with the targets to reduce invested capital), and which
will allow the simplification of the corporate structure. 

(47) This is the sum of NPLs collected by consolidated companies plus 100% of those collected by associates and joint ventures in which the Group has an interest.
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The loan portfolio held under a joint venture with Credit Agricole CIB was also written down during the year (42.4 million euro).
The write-down takes account, among other things, of the adjustment of the book value in respect of the contractual provi-
sions defined by the “head of terms” signed by the Parent Company with the potential buyer. The “collection” of receivables
through the main channels used, in-court and out-of-court, gradually slowed in the last half. In-court recovery was marked by
an increasingly greater number of auctions attracting no bids, while out-of-court recovery slowed considerably due to the cre-
dit crunch, which prevents debtors having the liquidity needed to close their positions or did not allow potential investors to
obtain the necessary funds to invest in the NPL sector. The result was the review of recovery prospects, with a subsequent
extension of Business Plans, in line with the trends in the domestic reference market and taken from the financial statements
of the major operators in the sector; as well as an upward revision of direct recovery costs (relating to recovery actions, legal
and procedural costs).

The capital loss from the portfolio transfer derives from the block disposal of certain mortgages and unsecured loans held by
subsidiary CFT. 

042-061.qxp:Layout 1  3-05-2013  16:37  Pagina 49



ANNUAL FINANCIAL REPORT 2012 | DIRECTORS’ REPORT ON OPERATIONS | RISKS AND UNCERTAINTIES

50

8. RISKS AND UNCERTAINTIES

Despite the difficult macroeconomic situation, with particularly severe impacts on the real estate sector, at the current state of
play, also based on what has been communicated in regards to relations with the Industrial Investor and the development of
the Transaction, the directors have adopted the going concern principle in drafting the financial statements, on the basis of
the assumptions and checks outlined in section 6.2 of the explanatory notes to the consolidated financial statements.

8.1 Liquidity risk

The main instruments used by the Group to manage the risk of insufficient financial resources available to meet financial and
commercial obligations in accordance with pre-established terms and maturities come in the form of annual and four-yearly
financial plans and treasury plans, to allow a comprehensive and accurate recognition and measurement of incoming and out-
going cash flows. These plans are shaped heavily by the implementation of sales plans in the timescales and for the amounts
consistent with the forecasts made, in connection with the repayment plans for borrowings raised to support investments.
The variances between the plans and final figures are constantly monitored, for the purpose of adopting all necessary and
prompt remedies, where required.

The prudent management of risk described above requires the maintenance of an adequate level of cash and cash equiva-
lents and/or short-term securities that can be easily disposed of and/or the availability of funds in the form of a suitable amount
of credit facilities. Owing to the dynamic nature of the businesses in which it operates, the Group prefers flexibility in raising
funds through recourse to credit lines.

The Group implemented a centralised system for the management of payment and collection flows in respect of the various
currency and local tax regulations. Banking transactions are negotiated and managed centrally, in order to ensure short- and
medium-term financial needs are met at the lowest cost possible. The raising of medium/long-term funding on the capital mar-
ket is also optimised through centralised management. The Group also implemented a system for monitoring risks linked to
the already mentioned recourse guarantees issued to investee companies/funds, which allows the Management to acquire
the necessary information to undertake the necessary actions.

The current competitive and financial context, characterised by persistent tension over the values of real estate assets, the
credit crunch and the trading slowdown determines, for the Group, a significant increase in risks connected with maintaining
adequate cash flows, needed to cover its financial requirements.

Liquidity risk, monitored constantly, is also closely related to the company’s requirements and is also assessed in relation to
the initiatives aimed at strengthening the company’s equity and financial structure, illustrated in paragraph 3.2.

It should be noted that the current financial structure and the forecasts made as of the current state of play, highlight an ina-
bility to generate, through ordinary operations and sales of assets set out in the plan, also in view of the current market sce-
nario, cash flows able to meet the commitments to the Lending Banks, in the absence of a review of the financial structure
and the restructuring of the associated debt with the agreement of all financial backers. Therefore, on December 28, 2012,
Prelios and the Lending Banks reached an agreement relating to the deferment of the maturities set out in the Club Deal Loan
Agreement. Based on said agreement, the Lending Banks granted Prelios another deferment of the payment obligations to
earlier date between (a) March 31, 2013 and (b) the date on which the extraordinary transaction is carried out or on which ne-
gotiations between Feidos and Prelios are ended, in order to allow said entity to fulfil its commitments in consideration of the
expected completion of the Transaction.

A similar deferment arrangement was also established in relation to the P&C Loan Agreement, postponing the maturities en-
visaged therein to June 30, 2013. 

However, as shown in chapter 3 above, “Prelios in 2012”, this deferment is not, nonetheless, sufficient to bring the Group’s
financial structure back within the sustainable limits compatible with the cash flows which may be generated by operations,
while, owing to the current forecasts, implementation of the Transaction may re-establish the necessary conditions of finan-
cial equilibrium and debt sustainability.
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8.2 Financial risks 

The Group is exposed to financial risks, primarily associated with the raising of financial resources on the market, the sustai-
nability of financial debt in terms of costs and observance of commitments related to the repayment of instalments and agre-
ed covenants, interest rate fluctuations, the ability of its customers to meet their obligations to the Group and the possibility
of having the necessary resources available for financing business development. 

The management of financial risks is an essential part of the Group's activity and is carried out centrally on the basis of gui-
delines defined by the management, aimed at ensuring that financial risk (identification, assessment and management)
through appropriate policies and procedures, in line with the Group's attitude towards risk.

8.3 Currency risk 

The Group operates in Europe and has a minimal exposure to transaction currency risk arising from positions in currencies
other the euro, mainly the Polish zloty. This risk is managed by the Group Treasury and relates solely to receivables for sha-
reholders’ loans to joint ventures for real estate projects in Poland.

8.4 Interest rate risk

The Group's policy is to seek to maintain a correct ratio between fixed-rate and floating-rate debt by using hedging instru-
ments.

The Group manages interest rate risk related to its floating-rate corporate debt also by offsetting it through natural hedging
with floating-rate financial receivables (i.e. shareholders’ loans granted to investee initiatives), and, for the remaining exposu-
re, with recourse to derivative contracts. 

The percentage exposure to interest rate variability at December 31, 2012 stands at 32.6%, if the natural hedging provided
by floating-rate financial receivables and derivative contracts on corporate debt is taken into account, with a notional value of
170 million euro.

In particular, the exposure to variability in corporate debt interest rates was calculated by taking into consideration the hed-
ging provided by derivative contracts on a notional 170 million euro. However, it should be noted that, effective from January
1, 2013, as part of the prospective effectiveness test, assuming the effects and contractual conditions expected by the new
debt structure that will ensue from the previously described financial restructuring, said hedging relationship is no longer ef-
fective.

It should be noted that 73% (Prelios pro-rata) of the total debt (bank and non-bank) of investee vehicles is protected from in-
terest rate fluctuations above a certain level or through fixed-rate loans or via recourse to hedging derivative instruments.

8.5 Price risk

The Group's investment activities are exposed to price risk based on the real estate market price trends, and service activi-
ties are exposed in relation to the competitive context.

8.6 Credit risk

The Group's exposure to credit risk is represented by its exposure to potential losses arising from the failure of both trade and
financial counterparties to discharge their obligations.

In order to limit this risk, the company constantly monitors the positions of individual customers, analysing expected and ac-
tual cash flows in order to take timely recovery action when necessary.

As for financial counterparties used for managing temporarily surplus cash or for negotiating derivatives, the Group only uses
the services of high credit-rated institutions.
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The Group does not have significant concentrations of credit risk with respect to customers (investment companies and funds)
in the real estate sector.

8.7 Risks associated with human resources

The Group is exposed to the risk of losing key resources that could have a negative impact on future results. In order to coun-
ter this risk the Group adopts incentive policies that are periodically reviewed, also depending on the general macroeconomic
context. 

In addition, the effectiveness of any restructuring measures involving a reduction in the headcount could be limited by existing
legal and union restrictions in the countries where the Group operates.

8.8 Tax risks

As at the date of approval of this Annual Financial Report, tax litigation involving the Italian Tax Authorities and Prelios S.p.A.
and some of its subsidiaries, and still pending, amounts to around 3 million euro in taxes (excluding penalties and interest),
compared to 16 million euro as at December 31, 2011. The reduction is mainly due to the closure, through a tax settlement,
of the dispute involving subsidiary Prelios Netherlands B.V..

The company, backed by the judgments of its consultants, all professionals of recognised standing, and information in its pos-
session on today's date, believes that the positions challenged can be settled without a significant impact on the financial sta-
tements for the entities involved in said disputes.

* * *

For the sake of completeness of information, it should be noted that, as regards companies in which Prelios S.p.A. or its sub-
sidiaries have invested a minority stake with third party investors (associates and joint ventures), the total amount involved in
the disputes raised by the Italian tax authorities comes to roughly 313 million euro in taxes (excluding penalties and interest),
of which around 82% relates to a single company in liquidation.

With respect to the information communicated to the market in the Annual Financial Report as at December 31, 2011, tax di-
sputes registered a decrease of 139 million euro in terms of taxes, as a result the tax settlements reached, involving amounts
significantly lower than those contested, and owing to the favourable judgments that became final.

* * *

On January 24, 2013, the inspection launched by Guardia di Finanza (Italian Financial Police) in May 2012 was definitively con-
cluded, against the funds already the recipients of tax code allocation provisions from the Agenzia delle Entrate (Italian Inland
Revenue) in the past, more specifically, Retail & Entertainment Fund, Progetti Residenza Fund, Portafogli Misti Fund, Social &
Public Initiatives Fund, Hospitality&Leisure Fund, Immobiliare Pubblico Regione Siciliana Fund, Immobiliare Raissa Fund,
Patrimonio Uffici Fund, Diomira Fund, hereinafter the “Funds”.

We are talking about Funds in which Prelios S.p.A. has invested minority stakes with third party investors.

In the closing remarks in the Reports on Findings, drafted on conclusion of the inspection activities, Guardia di Finanza dee-
med that:

• from the date they were set up until at least 2011, the Funds had concealed an investment company activity; 

• the establishment and management of the Funds would have been realised in the absence of valid economic reasons and,
therefore, exclusively or primarily for tax reasons; 

• the establishment of the Funds, therefore, would have an elusive nature, given essentially turned into a mere instrument
for the replacement of pre-existing real estate companies, which did not modify any equity and income structure, solely
ensuring a tax benefit;

subsequently, the tax benefit obtained would be unlawful.

In respect of the Funds, the following amounts were contested (i) an IRES and IRAP taxable base of 484 million euro and (ii)
higher indirect taxes of 187 million euro.
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Prelios SGR (the “Company”), against whom no objection was raised, received the aforementioned deeds as manager of the
aforementioned Funds.

On the basis of the specific communication received by the Company, said entity holds that, supported in these evaluations
by its expert, authoritative consultants, the objections raised by Guardia di Finanza are the result of an incorrect reconstruc-
tion/interpretation of the facts and essentially appear to be unjustified, taking into consideration that:

• establishment of the Funds rests on solid and proven technical-economic reasons;

• the Fund regulations were approved by the Bank of Italy, during both the set-up phase, and at the time of subsequent
amendments;

• the legal status of the Funds was never discussed by the control authorities.

In addition, it should be noted that the assertion according to which the Funds would constitute vehicles replacing pre-exi-
sting real estate companies is based on unsuitable elements, in consideration of the completely different economic-legal sub-
stance of the two institutions it is claimed are considered similar.

Therefore, the findings appear to be unfounded in both fact and law, also on the basis of the foregoing, which shows how the
reasons are constructed on incorrect representations in relation to applicable industry regulations, to said facts deduced, and
to the interpretation of the new regulations introduced by art. 32 of Decree Law 78/2010.

* * *

As already indicated, said Funds were the recipients, in October 2011, of tax code allocation provisions from the Italian Inland
Revenue. In order to protect the Fund’s interests, the Company, in due course, filed an appeal before the Tax Commission,
the Regional Administrative Court of Lazio and the Council of State. The associated disputes are still pending and no judg-
ment on the merits of the case has been issued by the presiding judges. The last judgment was filed on February 19, 2013
by the Council of State which, without discussing the merits of the dispute, upheld the company’s appeal, confirming the com-
petence of the Regional Administrative Court of Lazio. Consequently, the Regional Administrative Court of Lazio was confir-
med as having jurisdiction for expressing a judgment on the merits of the dispute.

8.9 Tenants risk

With regard to the valuation of the property portfolio, rental income is mainly earned by equity-accounted companies and pre-
dominantly in relation to properties classified as investment property; given the existence of long-term binding contracts, the
risk of a significant increase in vacancy rates in the near future is limited (tenants risk), except in specific cases associated with
a tenant's financial difficulties.

In addition, these properties are located in central or semi-central areas; given their location as well as their nature, their in-
come from potential top-quality tenants is potentially even higher than at present.

8.10 Risks connected to the competitive environment

As regards the competitive environment, in general the Group is not exposed to risks different from those of its competitors
or of the other organisations operating in the same market. The downturn in demand led to a decrease in the market prices
of properties, which was reflected in the writedowns of properties also on the basis of the appraisals and analyses of inde-
pendent experts at December 31, 2012 for the entire portfolio. The writedowns of assets under management make it possi-
ble to express the most appropriate market prices at the moment, but a considerably difficult situation persists, also in rela-
tion to the significant decrease in financing of possible transactions by credit institutions.

8.11 Risks connected to trends in demand

The credit crunch and the possible worsening of the general economic situation constitute an additional risk for activities and
operations in the real estate sector, with a possible decrease in volumes of assets under management or a lack of acquisition
of new contracts.
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8.12 Legal risks

The situations in which Prelios Group companies are involved in legal proceedings (civil or administrative) mainly concern:

• disputes related to the sale of properties (e.g. lack of respect for pre-emption rights);

• disputes related to management services provided, generally of an ordinary nature, with tenants, purchasers, or suppliers. 

In terms of risk control strategies, it is important to note (i) the management and monitoring of disputes, including with the as-
sistance of external legal consultants, and (ii) the evaluation of the degree of risk and determination of provisions made through
internal analysis, with the assistance of the opinions of external legal consultants that assist the company. The provisions for
risk established at December 31, 2012 are deemed adequate and it is not believed that the existing proceedings could have
a significant negative impact on the economic results and financial position of the Group.

Claims 

The legal risks the Group is exposed to include the following: in February 2005, Prelios and the Group companies, more spe-
cifically Prelios Property & Project Management, Prelios Agency and Prelios Credit Servicing signed a contract with Capitalia
(now Unicredit) and other companies of the same Group, pursuant to which Prelios – on its own behalf and through Group
companies – undertook to provide Capitalia with some services related to the purchase, management and disposal of given
properties, subject to enforcement procedures for the recovery of receivables owned by Capitalia, in order to help the latter
with credit protection, through the safeguarding and realisation of real estate values. 

In January 2011, Unicredit withdrew from the Contract, requesting the handover of all the documents in Prelios Group's pos-
session. The other Unicredit Group companies subsequently communicated their withdrawal.

In 2011, following the end of the validity period of the contract, Unicredit sent Prelios three communications contesting the
work performed by said party and the Group companies (especially Prelios Property & Project Management), in relation to
asset management activities. In September 2011, the delivery of the documentation regarding the properties involved in the
contract was recorded.

On December 14, 2012, Unicredit quantified the alleged damages at 82 million euro, with the formal request for compensa-
tion. The Company responded by fully rejecting the claims for compensation submitted by Unicredit and, at the same time,
requested the payment of 560 thousand euro for services provided by Prelios Property & Project Management and still un-
paid. It should be noted that the general total for services rendered by the Prelios Group amounts to around 770 thousand
euro.

Prelios responded to the communications by challenging the request for compensation, not just in regards to the amount,
deemed groundless, but also based on the fact that this claim was received late, when the contract had ceased to be valid
following withdrawal. Therefore, also on the basis of authoritative judgments, no provision was set aside for risks, given the
unlikelihood of a liability arising.

The Prelios Group appointed a leading professional firm to help the company with the case. 

8.13 Risks related to legislative developments - Decree Law 95/2012 (“spending review”) and Law
27/2012

July 6, 2012 saw the publication – effective from July 7, 2012 – of Decree Law 95/2012 (also known as the “spending re-
view”), which, under art. 3 “Rationalisation of public property and the reduction of costs for passive leases”, ordered that, in
consideration of the temporary crisis, (i) for the years 2012, 2013 and 2014, the update in relation to the variation in ISTAT in-
dicators, envisaged by the applicable legislation, does not apply to rent due from administrative departments inserted in the
consolidated income statement of the public administration for properties used for institutional purposes, (ii) for contracts in
progress, the Regions and Local Authorities have the right to withdraw from the contract before December 31, 2012, notwi-
thstanding the notice terms established by the contract and (iii) rent for passive leases, regarding properties for institutional
use stipulated by central Administrations, as well as by independent Authorities, including Consob, are reduced, effective from
January 1, 2015 to the extent of 15% of the amount currently paid.

However, these provisions do not apply (i) directly to the independent regions and provinces and to national health authorities
for which they constitute principles for the purpose of coordination of public finance and (ii) to mutual real estate investment
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funds already set up in accordance with art. 4 of Decree Law no. 351 of September 25, 2001, converted, with amendments,
from Law no. 410 of November 23, 2001 (funds established for the disposal of public property).

Based on an initial analysis of the Decree Law and in consideration of the fact that the conversion law of the decree should
be issued which could bring changes to the same, the Group’s exposure to lease contracts with tenants that could fall under
the lists set out in the above provisions is limited, for which no significant impact is forecast. 

With regard to the Regione Siciliana (Sicilian Region), sole tenant of the FIPRS Fund properties, on September 4, 2012, the
Council issued resolution no. 317 “Reduction and rationalisation of regional public spending – implementation method” (he-
reinafter the “Resolution”). 

Based on this decision, the Council conferred the mandate to the Regional Councillor for the Economy, in agreement with
other relevant competent Regional Councillors, for putting in place measures to cut public spending, in implementation of na-
tional legislation regarding the spending review, as indicated in the text of the resolution.

Paragraph 1.2 of the Resolution not only indicates that the provisions of art. 3, par. 1 of National Decree Law are set forth wi-
thout prejudice and, therefore directly applicable, regarding the ISTAT restriction for the years 2012, 2013 and 2014, but spe-
cifies that the Regional Administration will reduce rents on properties let by said entity for institutional use by 20% in respect
of the amount currently paid, based on prior renegotiation between the parties. In the event of refusal or silence on the part
of the lessor, the Resolution allows the Regional Administration to cancel the lease – based on prior identification of more be-
neficial allocation solutions for the Region – effective from the expiry date of the lease (in the case of the Fund of March 6,
2016), or withdraw from the same before December 31, 2012 (also in derogation of the notice terms established in the con-
tract), pursuant to the provisions of art. 3, par. 3 of the National Decree Law.

On November 8, 2012, Regione Siciliana (Sicilian Region) formally notified the SGR (asset management company) of the non-
application of the spending review law and the above Resolution to the FIPRS Fund, even if said Regional Administration has
expressed its interest in a joint identification of measures targeted at reducing the costs connected to passive leases for the
Regione Siciliana in relation to the Fund’s portfolio.

Decree Law no. 1 of January 24, 2012, also known as the “Cresci Italia” Decree, converted to Law no. 27/2012, in force from
October 20, 2012, makes provision for some significant changes. These include the repeal of regulated professional tariffs:
the fee for professional services is agreed, according to the forms set forth by the legislation, at the time of the professional
appointment. The professional must inform the customer of the degree of difficulty of the assignment, providing all useful in-
formation regarding the costs envisaged, from the moment the appointment is made until its conclusion, and must also indi-
cate the details of the insurance policy for damages caused during the carrying out of professional activities. Where the size
of the fee is communicated to the customer in advance with a provisional estimate, it must be adjusted into line with the si-
gnificance of the work and is agreed upon with an indication of all cost items for the individual services, including expenses,
charges and contributions. 

In addition, instruments for protecting smaller companies were strengthened, with the measures currently set forth in the
Consumers’ Code solely for natural persons extended to micro-companies (with less than 10 employees and an annual tur-
nover of less than 2 million euro). In relation to the latter, art. 37-bis of the Decree provides additional administrative protec-
tion against vexatious clauses inserted in contracts between professionals and consumers; in this regard, articles 5 and 62
make provision for greater powers for the Antitrust Authority; furthermore, the amendments made to art. 140-bis of the
Consumers’ Code remove certain subjective and procedural limits in bringing a class action.

Lastly, it should be noted that art. 2 of the Decree requires all existing specialised sections concerning industrial and intellec-
tual property currently present in certain courts and appeal courts to be replaced with new specialised business sections.
These specialised sections will also be established in all remaining judicial offices with headquarters in the capital city of each
region, with the exception of Valle d’Aosta. 

In terms of the impact on the Prelios Group, although on one hand, there may be advantages in terms of the ability to make
forecasts and the negotiation of professional consultancy, on the other, relations with the micro-suppliers the Group uses must
be better monitored.
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9. SUBSEQUENT EVENTS

In order to complete the Transaction involving the equity strengthening and redefinition of the financial and debt structure of
the Prelios Group, it also extended into the first few months of 2013.

In particular, on February 27, 2013, Prelios sent the Lending Banks a request for the formalisation of the extension of the
Standstill until June 30, 2013, in the event in which – despite an agreement being reached on the structure, terms and con-
ditions of the transaction, on the basis of the term sheet shared and formally approved – said transaction was not completed
by March 31, 2013, and negotiations were still in progress to pursue its completion, in order to allow the signing of definitive
agreements. This request, in fact, was replaced by the communication on March 26, 2013 from the Agent Bank, with which
the Lending Banks formally confirmed their approval of the term sheet forming the basis of the Transaction and, therefore,
their intention to continue with the associated activities in order to complete the Transaction. In said context, on March 26,
2013, the agent bank also confirmed that, with reference to the extension of the standstill, some banks have already finished
the associated decision-making process, in view of the upcoming formalisation of the extension, pending the completion of
the other institutions’ process.

On March 27, 2013, Prelios’ Board of Directors, after approving the guidelines of the Group’s 2013-2016 plan on November
13, relating to the operating items (on a so-called unlevered basis), approved the overall Strategic Plan, also in relation to the
equity and financial items (on a so-called levered basis), also in light of the development and expected outcomes of the pro-
posed Transaction. 

On March 26, 2013, Prelios received formal communication regarding the commitments of the Lenders, Feidos 11 and the
current shareholders of the Prelios Agreement, to subscribe and/or guarantee the subscription of the share capital increase
(in accordance with the terms and conditions set out in the term sheet recently shared with the Lenders in regards to defini-
tive restructuring agreements), which will be presented to the Shareholders' Meeting for approval.

Lastly, it should be noted that, on March 27, 2013, Prelios approved a “Head of Terms” with Credit Agricole (CA) which makes
provision, among other things, for (i) the exit of CA from the Prelios Credit Servicing shareholder structure, (ii) the exit of Prelios
from joint NPL investments held under a joint venture with CA and (iii) the transfer of the management of special servicing for
co-invested portfolios to another servicer. This agreement involved a reduction in value of around 11 million euro in the finan-
cial statements, in order to align the book value of the portfolios with the sale price.
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10. BUSINESS OUTLOOK

The macroeconomic scenario is still characterised by signs of uncertainty over the timescales and methods of a general eco-
nomic recovery and, in particular, the domestic real estate market is still weak, registering a decrease in the number and size
of transactions, adversely impacted by still high financial costs. 

The Board of Directors believes, despite uncertainties in the context highlighted, that the actions put in place and those in the
course of being implemented, will allow the Prelios Group to continue to operate as a going concern, thanks to the expected
equity strengthening of the Company, injection of new financial resources and expected restructuring of the terms on existing
loans (as amply detailed in chapter 3 above, “Prelios in 2012”), also providing said entity, within an evolving economic and
market context, with new growth and development prospects, within the terms set out in the Framework Agreement of
December 21, 2012 (and in subsequent understandings), communicated to the market on the same date as the term sheet
relating to the definitive restructuring agreements, recently approved by the Lenders, who confirmed the conclusion of their
decision-making process, as per communication dated March 26, 2013, which makes provision for:

• the recapitalisation of the Company through a share capital increase of 185 million euro; and

• the restructuring of existing debt on the basis of the new company plan, according to which:

• 250 million euro will remain in the form of a loan (super-senior and senior); and

• up to 269 million euro will be converted to convertible debt investment instruments, with cash option for the redem-
ption exercisable by the Company.

Therefore, these assumptions represent the cornerstone of the company’s adoption of the going concern principle for draf-
ting this Annual Financial Report.

From an operational point of view, in line with the strategy of becoming a pure management company, given 2013 is the year
of transition involving the closure of the restructuring transaction and definition of the reorganisation project, the Group has
set the following targets for 2014:

• Management Platform operating result

o 14/19 million euro in 2014

o 19/24 million euro in 2015

o 24/28 million euro in 2016

• Net Financial Position

o Below 400 million euro in 2014

o Below 350 million euro in 2015

o Below 200 million euro in 2016
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11. REPORT ON CORPORATE GOVERNANCE AND OWNERSHIP STRUCTURES

For the report on corporate governance and ownership structures please refer to Section C.
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12. OTHER INFORMATION

12.1 Extraordinary Shareholders’ Meeting

On April 17, 2012, the Extraordinary Shareholders’ Meeting resolved the amendment to the Articles of Association, pursuant
to art. 2446 of the Italian Civil Code, eliminating the par value of shares, originally equal to 0.50 euro, and approving the re-
duction in share capital from 420,585,888.50 euro to 218,877,613.14 euro. The change in share capital was recorded at the
competent Companies Register on May 11, 2012. The Shareholders’ Meeting also resolved the full use of available equity re-
serves as at December 31, 2011 to cover the loss recorded in the year.

12.2 Treasury shares

At December 31, 2012, the Group held a total of 1,189,662 treasury shares, corresponding to about 0.141% of subscribed
and paid-up share capital.

In compliance with the IASs/IFRSs, the book value of treasury shares has been accounted as a reduction in equity in both the
consolidated and separate financial statements of Prelios S.p.A; the Company's economic results have therefore not been af-
fected by fluctuations in the stock price.

12.3 Group tax consolidation

As from financial year 2010 the Company, as the consolidating company has elected to file for tax on a group basis under art.
117 et seq. of the Italian Income Tax Code. Participants in the consolidation are required to adopt a specific set of
“Regulations”, involving common procedures for applying tax rules and regulations.

The adoption of a group tax filing will allow the group parent Prelios S.p.A. to offset its own taxable profits or losses against
those of its Italian resident subsidiaries which have made the group tax election.

The Italian group tax election applies to the three years 2010-2011-2012, unless terminated early due to loss of control of the
subsidiary or if the subsidiary’s financial year is no longer the same as that of the consolidating company.

12.4 Publication of information documents

Pursuant to the provisions of art. 70, par. 8, and art. 71, par. 1-bis, of the Regulations for Issuers issued by Consob, the Board
of Directors resolved to avail itself of the right to waive the obligation to publish the information documents required at the time
of significant transactions including mergers, splits, share capital increases through contributions of fixed asset, acquisitions
and transfers.
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13. PRELIOS SPA, THE PARENT COMPANY

Prelios S.p.A. reported a net loss of 214 million euro at December 31, 2012, compared with a net loss of 311.5 million euro
in the previous year.

The following table reports the Company's income statement highlights in the year in question together with prior year com-
parisons:

(million euro) 01.01.2012 01.01.2011
12.31.2012 12.31.2011

Total operating revenues 17.6 27.4 

EBIT including net income from investments (186.9) (306.9)

Net income (loss) (214.0) (311.5)

Operating revenues amount to 17.6 million euro, compared to 27.4 million euro in the previous year, and are mainly due to
staff services provided centrally by the parent company to the subsidiaries and to cost recovery from the offices, the use of
trademarks, and personnel costs.

The decrease compared to the previous year is partly attributable to the fees reduction as a result of the branch contribution,
effective from January 1, 2012, of the “Project” business unit, with which Prelios S.p.A. transferred the project management
contracts to subsidiary Prelios Property & Project Management S.p.A.. Lower recovery of office costs from subsidiaries also
contributed to the decrease in operating revenues, down from a total of 4.2 million euro in 2011 to a total of 3 million in 2012. 

EBIT, including income from investments, is a negative 186.9 million euro, compared with a negative figure of 306.9 million
euro in 2011. The difference is primarily a result of the impairment of investments (down from 337.0 million euro in 2011 to
199.8 million in 2012), while a reduction was recorded in dividends paid by investees, down from 58.5 million in 2011 to 40.2
million in 2012.

Financial result is a negative 33.1 million euro, compared with a negative figure of 9.4 million euro in 2011. The decrease re-
corded by this item is due to the increase in financial expenses incurred by the Company, relating to the higher interest rate
on the loans signed at the end of 2011 with the Club Deal pool of banks and with Pirelli & C. S.p.A..

The following table presents a condensed version of the company's reclassified balance sheet, together with prior year com-
parisons:

(million euro) 12.31.2012 12.31.2011

Fixed Asset 568.0 752.5

of which investments 305.9 398.2

Net working capital (8.9) (5.1)

Net invested capital 559.1 747.4

Equity 4.6 218.7 

Provisions 12.3 7.8 

Net financial position 542.2 520.9 

Total covering net invested capital 559.1 747.4

Net invested capital amounts to 559.1 million euro at December 31, 2012, compared with 747.4 million euro at December
31, 2011. The decrease is mainly due to the fall in the value of investments (approximately 92.3 million euro) and the impair-
ment of the loans granted to Group companies (88.7 million euro). In addition, property, plant and equipment record a de-
crease, due to the sale of furniture and improvements to Pirelli Tyre S.p.A. relating to the Milan HQ2 office, whose residual
value at December 31, 2011 was around 3.3 million euro.

Net working capital is down, from a negative 5.1 million euro as at December 31, 2011 to a negative 8.9 million euro as at
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December 31, 2012; the negative effect on net working capital is a result of the decrease in trade receivables, due to both
collections received in the period (in particular, the receivable due from the subsidiary Lambda S.r.l. for the recovery of costs
relating to Hangar Bicocca) and the write-down of some trade receivables due from third parties and joint ventures; this ef-
fect is partially offset by the reduction in trade payables, down from a total of 25.2 million euro at December 31, 2011 to a
total of 14.5 million at December 31, 2012.

Equity amounts to 4.6 million euro, compared to 218.7 million euro as at December 31, 2011; this change is due essentially
to the loss recorded during the period.

The increase in financial statements provisions is mainly due to the amount set aside for future expenses that the company
will incur as a result of the early termination of the rental contract with the Cloe Fund for the Milan – HQ2 office, and the ad-
justment of the restructuring provisions for voluntary redundancy payments still to be made. 

The Net Financial Position reports a net debt of 542.2 million euro at December 31, 2012 compared with debt of 520.9 mil-
lion euro at the end of 2011. It should be noted that, as at December 31, 2012, both the loan granted by the Club Deal pool
of banks, for 359 million euro, and the credit facility granted by Pirelli & C. S.p.A. for 160 million euro, were used in full; by
contrast, the loan of 20 million euro granted by Banca IntesaSanpaolo, expiring in June, 2013 and usable under given condi-
tions, was not utilised in 2012.

Effective from January 1, 2012, the Company conferred the “Project” business unit to the subsidiary Prelios Property & Project
Management S.p.A., including 12 employees, of wich 4 senior managers, 4 middle managers and 4 clerical staff. The tran-
sfer of the business unit is part of a plan to rationalise and optimise the activities performed by Group companies, and makes
it possible to create better synergies and opportunities for mutual development between property and project management
activities, now both carried out by the transferee. 

On April 17, 2012, the Extraordinary Shareholders’ Meeting resolved the amendment to the Articles of Association, pursuant
to art. 2446 of the Italian Civil Code, eliminating the par value of shares, originally equal to 0.50 euro, and approving the re-
duction in share capital from 420,585,888.50 euro to 218,877,613.14 euro. The change in share capital was recorded at the
competent Companies Register on May 11, 2012. The Shareholders’ Meeting also resolved the full use of available equity re-
serves as at December 31, 2011 to cover the loss recorded in the year.

On December 18, 2012 the Shareholders’ Meeting approved the Company’s financial position as at September 30, 2012,
which posted reduced equity of 57.6 million euro, representing a decrease in share capital of more than one-third, pursuant
to art. 2446, par. 1 of the Italian Civil Code; the Shareholders’ Meeting put back the measures required by art. 2446 of the
Italian Civil Code to a date to be proposed by the Board of Directors, also in relation to the development and implementation
of the proposed extraordinary transactions. 

Prelios’ balance sheet and income statement as at December 31, 2012 report a loss for the year of 214.0 million euro, with
the share capital decrease of more than one-third pursuant to art. 2446 of the Civil Code also confirmed at the end of 2012.
The Board of Directors, also taking into account the resolution from the already mentioned Shareholders’ Meeting on
December 18, 2012, intends to submit to the Shareholders’ Meeting a proposal for the full coverage of total losses reported
in the balance sheet and income statement as at December 31, 2012 through a reduction in the share capital.

Human resources

Prelios S.p.A. had 105 employees at December 31, 2012, compared with 117 at December 31, 2011. Staff consisted of 28
senior managers, 37 middle managers, 39 clerical staff and 1 worker.
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14. APPENDICES

APPENDIX A 

No-GAAP Measures

The Non-GAAP Measures used are as follows:
• Operating result (-72.1 million euro): it is determined as EBIT for -37.8 million euro, plus net income from investments for -149.2 million

euro (values reported in “EBIT” and "Net income from investments" respectively in the consolidated income statement), plus income from
shareholder loans for 12.1 million euro (included in financial income). These amounts are adjusted for restructuring costs (21.4 million euro)
and property writedowns/revaluations (81.4 million).

• Profit (loss) before property tax, property writedowns/revaluations and tax expenses (-124.2 million euro): this amount is obtained
by adding financial expenses (-52 million euro) to the above Operating result (-72.1 million euro).

• Income from shareholders’ loans (12.1 million euro): this measure comprises the interest income on financial receivables from associa-
tes and joint ventures and income from securities, both of which reported in "Financial income" in the financial statements; it is stated net
of the impairment of junior notes, classified in "Financial expenses" in the financial statements.

• Financial expenses (-52 million euro): this measure includes the financial statement item "Financial expenses" (adjusted for impairment of
junior notes or financial receivables) and the financial statement item "Financial income" (net of income from shareholder loans). 

• Investments in real estate funds and investment companies: this measure reports investments in associates and joint ventures, in clo-
sed-end real estate funds and investments in other companies and junior notes (reported in "Other financial assets" in the financial state-
ments).

• Net working capital: this represents the amount of resources comprising a business's net operating assets. This indicator is used to ve-
rify its short-term financial equilibrium. This measure comprises all the short-term assets and liabilities of a non-financial nature and is sta-
ted net of junior notes included in the item “investments in real estate funds and investment companies”. 

• Provisions: this measure, representing the sum of "Provisions for future risks and expenses (current and non-current), "Employee benefit
obligations" and "Deferred tax provisions," is stated net of provisions for future risks on equity-accounted investments classified in "Inve-
stments in real estate funds and investment companies."

• Net Financial Position: this measure is a valid indicator of the ability to meet obligations of a financial nature. Net financial position is re-
presented by gross financial debt less cash and other cash equivalents and other financial receivables.

• Gross bank debt: this represents the total payables of each company/fund due to the banking system.
• Net bank debt: this represents gross bank payables of each company/fund, less cash and other cash equivalents.
• Return on Equity (ROE): this is an indicator of the results for the period relative to the capital invested by shareholders and is determined

as the ratio between net income (loss) for the period and the average of opening and closing equity.
• Return on Sale (ROS): it is determined by the impact of the operating results on revenues
• Gearing: this measure indicates the Group's ability to satisfy the needs of its business with its own resources rather than with third party

financial debt. Gearing is calculated as the ratio between the net financial position and equity. 
• Basic earnings (loss) per share: this is an indicator of the remuneration per share from results in the period and is calculated as the ratio

between net income (loss) for the period and the number of shares issued and outstanding at the end of the period.

The table below reconciles, by grouping/reclassification of the accounting measures in the context of the IFRSs, the main measures defined
as non-GAAP measures for the consolidated financial statement tables.

Operating result December 31, 2012 December 31, 2011

EBIT (37.8) 74.7

Net income from investments (149.2) (193.0)

Income from shareholders’ loans (1) 12.1 23.8 

Property tax (portion included in net income from investments) 6.3 

Restructuring costs 21.4 48.7 

Property writedown/revaluations (2) 81.4 194.6 

Rinascente/Upim capital gain net of directly related costs (31.8)

Total (72.1) (26.1) 
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Profit (loss) before property tax, restructuring costs, property writedown/revaluations
and income taxes December 31, 2012 December 31, 2011

Operating result (72.1) (26.1)

Rinascente/Upim capital gain of directly related costs 31.8

Financial expenses (52.0) (29.8)

Total (124.2) (24.1)

Income from shareholders’ loans December 31, 2012 December 31, 2011

Interest income on financial receivables due from associates (1)

Interest income on financial receivables due from joint ventures (1) 12.1 24.8 

Impairment of securities (1.0)

Total 12.1 23.8

Financial expenses December 31, 2012 December 31, 2011

Financial expenses (60.6) (35.7)

Financial income 16.1 29.8 

Income from loan writebacks

Income from shareholder loans (12.1) (23.8)

Property writedowns/revaluations (2) 4.6

Total (52.0) (29.8)

NOTE

(1) Interest income on financial receivables due from joint ventures included in the item financial income

(2) Property writedowns/revaluations total 86 million euro (pro-rata Group): of which 3.2 million euro included in EBIT of companies consolidated on a line-by-line basis, 4.6
million euro recorded under financial expenses and 78.2 million euro recorded under net income from investments in companies value at equity
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APPENDIX B

Information on the real estate debt of investment companies and funds

Net financial Net bank Maturity
position debt (years) (*) 

Commercial Italy 1,033,836 976,972 1,2

Commercial Germany 58,212 36,891 1,0

Commercial Germany - Highstreet - 2,329,670 2,119,844 1,6

Commercial Germany - Small Deals - 102,446 83,500 4,6

Commercial Germany - DGAG - 799,658 688,441 0,9

TOTAL PORTFOLIO “YIELDING” 4,323,822 3,905,648

Trading Italy 519,775 415,097 1,5

Lands Italy 314,182 221,145 0,7

Development Italy 89,754 66,840 2,9

Other Germany 30,905 12,267 5,9

Development Poland 55,119 (105)

TOTAL PORTFOLIO “OTHER” 1,009,735 715,243

TOTAL REAL ESTATE 5,333,557 4,620,891 1,4

(*) The average of maturity is calculated considering the Gross Bank Debt of every initiative excluding subsidized debt.

Principal contractual clauses relating to the debt

The covenants applying to all the loans to funds and investment companies invested in by Prelios are monitored on a quarterly basis at the
time of preparing the quarterly financial statements regardless of any periodic reporting required by the associated loan agreements.

The main financial covenants applying to the funds and investment companies are as follows:

– LTV (Loan To Value): ratio between (i) bank debt and (ii) appraised value of the portfolio

– LTC (Loan To Cost): ratio between (i) bank debt and (ii) book value of the portfolio

– ISCR (Interest Service Cover Ratio): ratio between (i) rental income net of operating costs and (ii) financial expenses

– DSCR (Debt Service Cover Ratio): ratio between (i) rental and sale income net of operating costs and (ii) financial expenses and repay-
ments of principal

– MOA (Maximum Outstanding Amount): maximum amount of bank exposure permitted. 

At December 31, 2012, some funds and investment companies invested in by Prelios S.p.A. had covenants that were not in line with those
envisaged in the contract. In particular, with regard to the LTV and ISCR covenants: Trinacria Capital S.à.r.l and Sicily Investments S.à.r.l (as
a co-debtor); as regards the Maximum Outstanding Amount. Patrimonio Uffici and Diomira Funds. Resident West GmbH is the only compa-
ny with a covenant present, aimed at measuring unlet real estate units in the company’s portfolio, that is not in line with one envisaged in the
contract. 

In this regard, it should be noted that negotiations have started with the various financial counterparties in respect of all the above positions
in order to formalise and finalise solutions. 

Lastly, worthy of note are certain positions relating to Solaris and Aree Urbane (both in liquidation), Monteverdi Fund, Vivaldi Fund and Golfo
Aranci (the latter three expired on December 31, 2012), for which new agreements are being negotiated with financial counterparties in re-
spect of the expired debt.
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APPENDIX C

Glossary

• Assets Under Management (AUM): Property assets and non-performing loans managed, whose value is stated at the market value at
the close of the year; property asset values are based on the appraisals of independent experts, and non-performing loans are stated at
book value. The pro-rata share of these values (market or book, depending on the case) expresses the Group's interest in the market
value of the assets and in the book value of non-performing loans managed.

• Investment Activities: these refer to Prelios Group’s activities carried out through its investments in funds and companies holding real
estate portfolios.

• BauBeCon: sole real estate portfolio managed consisting of about 26,000 apartments (located in the areas of Berlin, Hanover,
Magdeburg, Braunschweig, Kiel, Lübeck), acquired in a joint venture with the subsidiary Prelios Netherland B.V. (40%) together with the
RREEF funds (60%) and for which Barclays Bank, which financed the investment, took advantage of its option rights in 2011, under the
loan contracts, to acquire Group companies at a symbolic price of 1 euro. 

• Net working capital: this represents the amount of resources comprising a business's net operating assets. This indicator is used to ve-
rify its short-term financial equilibrium. This measure comprises all the short-term assets and liabilities of a non-financial nature and is sta-
ted net of junior notes included in the item “investments in real estate funds and investment companies”.

• Cash Generating Unit: this is the smallest identifiable group of assets that generates incoming cash flows which are largely independent
of incoming cash flows generated by other assets or groups of assets in accordance with the provisions of the international accounting
standards.

• Corporate Governance: a set of rules, systems and company management and control bodies.

• Credit servicing: in-court and out-of-court management of non-performing loans, secured mainly by property mortgages, through va-
luation activities, monitoring of the trend in-court and out-of-court legal actions and management of the flow of data and information on
securitised portfolios.

• Gearing: this measure indicates the Group's ability to satisfy the needs of its business with its own resources rather than with third party
financial debt. Gearing before shareholder loans is calculated as the ratio between the net financial position and equity.

• G&A: this refers to general expenses and holding costs and more specifically includes costs related to the Board of Directors and Central
Staff Functions.

• Highstreet: investment initiative developed in a consortium with the RREEF funds, Generali, and Borletti in 2008, relating to the acquisi-
tion of 49% of a real estate portfolio, located throughout Germany and rented to the Karstadt department stores. 

• Impairment test: test to check for impairment of assets through which the company determines the recoverable value of its financial sta-
tement assets. The recoverable amount of an asset or cash generating unit is the higher of its fair value, less costs to sell, and its value
in use. If the book value of an asset is higher than its recoverable value, this asset has been impaired and is written down accordingly to
its recoverable value.

• Joint venture: joint ventures are contractual or statutory arrangements whereby two or more parties undertake an economic activity that
is subject to joint control.

• LTI (Long-Term Incentive): medium-long term incentive.

• MBO (Management By Objective): indicates the variable annual component of remuneration which can be obtained by meeting pre-
set company targets.

• Net Asset Value (NAV): this measure makes it possible to quantify the unrealised implicit capital gain in the real estate managed and in-
vested in by the Group. The pro-rata Net Asset Value is calculated as the difference between Prelios’ share of the market value of the as-
sets and the associated value of debt including the shareholder loans of investees with minority stakes. In calculating the Net Asset Value,
account is not taken of the effect of taxes relating to the implicit capital gain of the assets invested in, as they are not considered signifi-
cant for the Group.

• Non-Performing Loan (NPL): portfolio of mortgage-backed non-performing loans coming from banks or from mortgage-backed loans
for real estate involved in legal disputes.

• Passing Rent: this indicator corresponds to rents annualised on the basis of contracts existing at the end of the period in question for
assets belonging to a specific fund/company and represents a useful indicator of the annual volume of rents.

• Passing Yield: this is an indicator of the profitability of rent from assets belonging to a certain company/fund. It is calculated at the ratio
between the book value of the company/fund assets and the corresponding amount of passing rent.

• Management Platform: this refers to the activities that the Prelios Group carries out through its fund and asset management busines-
ses and specialised real estate services (property & project, agency, and facility management in Germany), and from credit servicing for
NPLs, inclusive of general and administrative expenses.

• Return on Equity (ROE): this is an indicator of the results for the period relative to the capital invested by shareholders and is determi-
ned as the ratio between net income (loss) for the period and the average of opening and closing equity.

• Tracking Shares: shares numbered and assigned so as to create a direct correlation between them and certain investee companies both
in terms of contribution to the results and as a control exercise.

• Vacancy: indicates the portion of real estate that does not generate revenues in the form of rent; it is calculated based on the ratio of un-
rented square metres to total square metres.
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APPENDIX D

Parent Company Reconciliation

Pursuant to Consob Communication dated July 28, 2006, the reconciliation between the net income (loss) for the year 2012
and Group equity as at December 31, 2012, with the corresponding values of the parent company Prelios S.p.A. is shown
below.

(in thousands of euro) Net income Equity
(loss)

Separate financial statements of Prelios S.p.A. (213,996) 4,552

Consolidation adjustments:

– contribution from subsidiaries (34,869) (305,211)

– net income from investments (150,668) (61,343)

– elimination of writedowns/dividends and goodwill recorded in the Parent Company’s financial statements 156,714 444,549

– other consolidation adjustments 1,085 (8,369)

Consolidated financial statements of the Prelios Group (Group share) (241,734) 74,178
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B. THE PRELIOS GROUP - CONSOLIDATED FINANCIAL STATEMENTS
AS AT DECEMBER 31, 2012
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1. CONSOLIDATED BALANCE SHEET

Note ASSETS 12.31.2012 12.31.2011

NON-CURRENT ASSETS

1 Property, plant and equipment 1,615 4,804 

2 Intangible assets 151,402 157,411 

3 Investments 236,770 327,036

of which available-for-sale 3,371 7,165

4 Other financial assets 16,577 24,706 

5 Deferred tax assets 24,325 26,407 

7 Other receivables 213,579 319,359 

of which with related parties 208,105 313,491

TOTAL NON-CURRENT ASSETS 644,268 859,723

CURRENT ASSETS

9 Inventories 54,379 55,301 

6 Trade receivables 63,891 78,074 

of which with related parties 46,745 45,520

7 Other receivables 35,917 45,988 

of which with related parties 5,603 6,287

10 Cash and cash equivalents 45,090 37,684 

8 Tax receivables 8,465 11,048 

TOTAL CURRENT ASSETS 207,742 228,095

TOTAL ASSETS 852,010 1,087,818

ANNUAL FINANCIAL REPORT 2012 | PRELIOS GROUP | CONSOLIDATED BALANCE SHEET

68

067-154.qxp:Layout 1  3-05-2013  16:36  Pagina 68



EQUITY 12.31.2012 12.31.2011

GROUP EQUITY

11 Share capital 218,283 419,991

12 Other reserves (18,258) 94,223

13 Retained earnings 115,887 94,261

Net income (loss) for the year (241,734) (289,641)

TOTAL GROUP EQUITY 74,178 318,834

14 MINORITY INTERESTS 6,213 7,348

TOTAL EQUITY 80,391 326,182

LIABILITIES 12.31.2012 12.31.2011

NON-CURRENT LIABILITIES

15 Bank borrowings and payables to other financial institutions 420,993 488,802 

of which with related parties 157,389 160,038 

17 Other payables 976 3,849 

of which with related parties – 2,608

18 Provisions for future risks and expenses 24,905 35,814 

5 Deferred tax provision 2,495 2,243 

19 Employee benefit obligations 12,568 11,125 

20 Tax payables 7,376 –

TOTAL NON-CURRENT LIABILITIES 469,313 541,833

CURRENT LIABILITIES

15 Bank borrowings and payables to other financial institutions 144,739 36,958 

of which with related parties 17,993 1,102

16 Trade payables 49,375 74,852 

of which with related parties 3,702 8,185

17 Other payables 64,060 62,144 

of which with related parties 20,639 18,618

18 Provisions for future risks and expenses 28,777 34,569

of which with related parties 2,808 7,131

20 Tax payables 12,829 11,280 

of which with related parties 1,324 1,080

21 Derivative financial instruments 2,526 –

TOTAL CURRENT LIABILITIES 302,306 219,803

TOTAL LIABILITIES 771,619 761,636

TOTAL LIABILITIES AND EQUITY 852,010 1,087,818

Financial statement items relating to transactions with related parties are described in Section 6.10, to which reference should be made
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2. CONSOLIDATED INCOME STATEMENT

Note 01.01.2012- 01.01.2011
12.31.2012 12.31.2011

22 Revenues from sales and services 130,961 177,801

23 Changes in inventories of work in progress, semi-finished and finished products 94 (5,697)

24 Other income 20,049 14,049

TOTAL OPERATING REVENUES 151,104 186,153

of which with related parties 71,183 97,942

of which non-recurring events 1,939 (300)

Raw and consumable materials used (net of change in inventories) (4,687) (28,380)

Personnel costs (77,145) (74,551)

Depreciation, amortisation and impairment (7,724) (5,242)

Other costs (99,381) (152,716)

25 TOTAL OPERATING COSTS (188,937) (260,889)

of which with related parties (11,407) (13,550)

of which non-recurring events (22,584) (35,233)

EARNINGS BEFORE INTEREST AND TAX (EBIT) (37,833) (74,736)

26 Net income from investments of which: (149,170) (192,984)

of which with related parties (149,922) (184,241)

of which non-recurring events (746) 12,373

– net profit share from investments in associates and joint ventures (135,782) (90,899)

– dividends 2,354 6,658

– gains on investments 5,038 1,098

– losses on investments (20,780) (109,841)

27 Financial income 16,071 29,797

of which with related parties 13,332 27,404

28 Financial expenses (60,604) (35,727)

of which with related parties (20,811) (9,161)

INCOME (LOSS) BEFORE TAXES (231,536) (273,650)

29 Taxes (9,489) (17,882)

of which non-recurring events – (2,566)

NET INCOME (LOSS) FOR THE YEAR (241,025) (291,532)

attributable to minority interests 709 (1,891)

GROUP NET INCOME (LOSS) FOR THE YEAR (241,734) (289,641)

30 EARNINGS/(LOSS) PER SHARE (euro)

Basic

Basic earnings/(loss) per share (0,29) (0,34)

Financial statement items relating to transactions with related parties are described in Section 6.10, to which reference should be made
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3. CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Note 12

(in thousands of euro) 01.01.2012/12.31.2012 attributable to:

gross tax net Group Minority interest

A Net income (loss) for the year (241,025) (241,734) 709

Other components of income recognised in equity:

Exchange differences on translating foreign financial statements 394 – 394 394 – 

Total cash flow hedge – – – – – 

– Fair value adjustment of derivatives designated
as cash flow hedge (2,526) 695 (1,831) (1,831) – 

– (Profits)/ losses relating to
cash flow hedges, previously 
recognized directly in equity now
transferred to the income statement 2,526 (695) 1,831 1,831 – 

Total available-for-sale financial assets (3,827) 1,052 (2,775) (2,497) (278)

– Fair value adjustment of available-for-sale
financial asset (3,827) 1,052 (2,775) (2,497) (278)

Net actuarial gains / (losses) on employee benefits (2,150) 693 (1,457) (1,429) (28)

Prelios share of other components of income
recognised in equity by associates and joint ventures 1,908 (330) 1,578 1,578 – 

– Prelios share of (gains) / losses previously 
recognised directly in equity now 
transferred to the income statement 912 – 912 912 – 

– Prelios share of (gains) / losses recognised 
in equity 996 (330) 666 666 – 

B Total other components of income recognised in equity (3,675) 1,415 (2,260) (1,954) (306)

A+B Total comprehensive income (losses) for the year (243,285) (243,688) 403

(in thousands of euro) 01.01.2011/12.31.2011 attributable to:

gross tax net Group Minority interest

A Net income (loss) for the year (291,532) (289,641) (1,891) 

Other components of income recognised in equity:

Exchange differences on translating foreign
financial statements (714) – (714) (535) (179) 

Total available-for-sale financial assets (3,526) 629 (2,897) (2,731) (166) 

– Fair value adjustment of available-for-sale
financial assets 253 (586) (333) (167) (166) 

– (Profits) losses relating to available-for-sale
financial assets, previously recognised directly in
equity now transferred to the income statement (3,779) 1,215 (2,564) (2,564) – 

Net actuarial gains / (losses) on employee benefits (121) 30 (91) (84) (7) 

Prelios share of other components of income 
recognised in equity by associates and joint ventures 31,850 (286) 31,564 31,564 – 

– Prelios share of (gains) / losses previously 
recognised directly in equity now transferred
to the income statement 23,147 – 23,147 23,147 – 

– Prelios share of (gains) / losses recognised
in equity 8,703 (286) 8,417 8,417 – 

B Total other components of income recnognised
in equity 27,489 373 27,862 28,214 (352) 

A+B Total comprehensive income (losses) for the year (263,670) (261,427) (2,243) 
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4. CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(in thousands of euro) Share Share Reval. Legal Currency Reserve Cash Reserve Reserve Reserve Other Retained Net Group Minority Total
capital premium reserve reserve translation for flow for for for tax reserves earnings/ income/ equity interests

reserve reserve fair value hedge actuarial equity- on items (losses) (loss) for in equity 
measurem. reserve gains/ settled credited/ the year
of available- losses stock debited

for-sale options to equity 
financial 

assets 

Equity at December 31, 2011 419,991 104,649 15 4,265 (1,844) (2,755) (12,104) 353 5,156 3,373 (6,885) 94,261 (289,641) 318,834 7,348 326,182

Total other components
of income recognised in equity – – – – 394 (3,444) 1,871 (2,075) – 1,300 – – – (1,954) (306) (2,260)

Allocation of 2011 results (201,708) (104,649) (15) (4,265) – – – – (5,156) (1,596) 5,877 21,871 289,641 – – – 

Cost of equity transactions – – – – – – – – – – 9 – – 9 – 9 

Other changes – – – – (614) (12) – (96) – (10) – (245) – (977) (1,538) (2,515) 

Net income (loss) for the year – – – – – – – – – – – – (241,734) (241,734) 709 (241,025) 

Equity at December 31, 2012 218,283 0 0 0 (2,064) (6,211) (10,233) (1,818) 0 3,067 (999) 115,887 (241,734) 74,178 6,213 80,391

Share Share Reval. Legal Currency Reserve Cash Reserve Reserve Reserve Other Retained Net Group Minority Total
capital premium reserve reserve translation for flow for for for tax reserves earnings/ income/ equity interests

reserve reserve fair value hedge actuarial equity- on items (losses) (loss) for in equity 
measurem. reserve gains/ settled credited/ the year
of available- losses stock debited

for-sale options to equity 
financial 

assets 

Equity at December 31, 2010 419,991 158,336 15 4,265 (1,309) 556 (43,754) (62) 5,503 2,894 12,151 116,491 (95,312) 579,765 9,828 589,593

Total other components
of income recognised in equity – – – – (535) (3,297) 31,762 (24) – 308 – – – 28,214 (352) 27,862

Allocation of 2010 results – (53,687) – – – – – – – – (19,069) (22,556) 95,312 – – – 

Cost of equity transactions – – – – – – – – – 3 33 – – 36 – 36

Other changes – – – – – (14) (112) 439 (347) 168 – 326 – 460 (237) 223

Net income (loss) for the year – – – – – – – – – – – – (289,641) (289,641) (1,891) (291,532)

Equity at December 31, 2011 419,991 104,649 15 4,265 (1,844) (2,755) (12,104) 353 5,156 3,373 (6,885) 94,261 (289,641) 318,834 7,348 326,182
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5. CONSOLIDATED CASH FLOW STATEMENT

(in thousands of euro) 01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Result before income taxes and minority interests (231,536) (273,650) 

Depreciation, amortisation and impairment/impairment reversal intangible assets & property, plant & equipment 7,724 5,242 

Impairment of receivables 10,592 55,552 

Gains/Losses on sale of property, plant and equipment and investment property 239 112 

Net income from investments net of dividends 160,115 239,722 

Financial expenses 60,604 35,727 

Financial income (16,071) (29,797) 

Change in inventories 922 15,620 

Change in trade receivables/payables (21,140) 4,813 

Change in other receivables/payables 20,307 (52,728) 

Change in employee benefit obligations and other provisions (13,085) 15,214 

Taxes (5,394) (19,534)

Other changes (16) (75) 

Net cash flow generated / (absorbed) by operating activities (A) (26,739) (3,782)

Purchase of property, plant and equipment (893) (398)

Disposal of property, plant and equipment 2,927 25

Purchase of intangible assets (799) (902)

Disposal of intangible assets – 11

Net cash flow generated by disposal of investments in subsidiaries (10,955) (3,634)

Purchase of investments in associates and joint ventures (5,905) (23,398)

Disposal of investments in associates and joint ventures and other movements 7,333 1,012

Dividends received 2,354 6,658

Purchase of other financial assets (1,000) (7,590)

Disposal of other financial assets 4,171 902

Net cash flow generated by non-current assets held for sale (593) 1,195

Net cash flow generated / (absorbed) by investing activities (B) (3,360) (26,119)

Other changes in equity (2,121) (491)

Change in financial receivables 56,395 9,948

Change in financial payables (15,467) 62,256

Cash flow generated by financial income 1,337 1,243

Cash flow absorbed by financial expenses (2,559) (22,419)

Net cash flow generated / (absorbed) by financing activities (C) 37,585 50,537

Total net cash flow generated / (absorbed) in the period (D=A+B+C) 7,486 20,636

Cash and cash equivalents + bank overdrafts at the beginning of the period (E) 37,604 16,968

Cash and cash equivalents + bank overdrafts at the end of the period (D+E) 45,090 37,604

of which:

– cash and cash equivalents 45,090 37,684 

– bank overdrafts – (80)

Cash flows relating to transactions with related parties are described in Section 6.10 to which reference should be made.
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6. CONSOLIDATED FINANCIAL STATEMENTS AS AT DECEMBER 31, 2012
EXPLANATORY NOTES

6.1. General information

Prelios S.p.A. is a legal entity organised in accordance with the legislation of the Italian Republic.

The company has been listed on the Italian Stock Exchange since 2002 and is one of the leading players in the real estate
sector in both Italy and Europe; it is active in Italy, Germany and Poland.

In the past, Prelios acquired minority interests in the investment initiatives it managed, with the aim of grasping revaluation op-
portunities; now the Group is consolidating its position as “pure manager”: a change of model and strategy which forms the
basis of the Prelios relaunch plan and which includes, among other things, the decisive equity strengthening, aimed at struc-
turally guaranteeing its financial stability, and the entry of an industrial partner with recognised international experience to the
shareholding structure.

It should be noted that, in 2012, the Group did not carry out atypical or unusual transactions.

The company's registered office is in Milan, Italy.

In accordance with the provisions of Art. 5, paragraph 2 of Italian Legislative Decree no. 38 of February 28, 2005, these fi-
nancial statements were prepared using the euro as the reporting currency, and all values have been rounded to the nearest
thousand euro where not indicated otherwise.

The separate financial statements and the consolidated financial statements have been audited by Reconta Ernst & Young
S.p.A., under the terms of Art. 14 of Italian Legislative Decree no. 39 of January 27, 2010 and taking account of the CON-
SOB recommendation of February 20, 1997, in execution of the resolution of the shareholders’ meeting of April 14, 2008
which appointed the said company for the nine years 2008-2016. 

The consolidated financial statements were approved by the Board of Directors on March 27, 2013.

6.2. Basis of preparation - going concern assumption in preparing the financial statements

As already described in more detail in the director’s report on operations, 2012 was characterised by persistent weakness in
the market context, especially in Italy, which affected the economic results in terms of a deterioration in the profile of expec-
ted cash flows from real estate assets and non-performing loans, and by a slowdown in purchases/sales (also due to the de-
crease in available funds in the banking system for financing transactions), and a reduction in the values at which real estate
transactions can be agreed, with a subsequent adverse impact on the property values of some Group assets. Consequently,
as a result of impairment, the Group suffered significant economic losses.

Only a few of the transactions set out to reduce indebtedness in 2012 were actually completed, while the majority, despite
the implementation of various structured processes for their conclusion, were not carried out, initially owing to the market dif-
ficulties, and then the interest shown by major third party operators in becoming Prelios shareholders, in a wider context of a
review and reinforcement of the company’s capital and finances, provided that the current business structure did not change
considerably.

Within said changed scenario, the company communicated, during the drafting of the 2012 half-yearly report, the existence
of uncertainties over the prospect of continuing to operate as a going concern, in the absence of extraordinary transactions
that modified the current financial structure or that were able to generate additional cash flows with respect to those that can
be generated by ordinary operations, as well as financial risks related primarily to the sustainability of existing financial debt.
Consequently, the company promptly put into effect all the necessary initiatives, also involving lenders, for the definition of an
extraordinary transaction targeted at achieving the redevelopment objective, whose expectations for success formed the basis
of the uninterrupted preparation of the half-yearly report.

As already pointed out in the chapters “subsequent events” and “business outlook” in the report on operations, the directors
believe that the Framework Agreement with Feidos 11, the Term Sheet formalised and approved by lenders and the sub-
scription commitments formalised by lenders and Agreement Shareholders, through which the aforementioned transaction will
be completed, within the terms indicated in the report on operations, will help the Group achieve its redevelopment objecti-
ves and will allow the Prelios Group to continue to operate as a going concern, thanks to the envisaged capital strengthening
of the company, injection of new financial resources and the expected restructuring of the repayment terms on existing loans.
Therefore, these factors provide the basis for adopting the assumption of the company as a going concern for the prepara-
tion of the financial statements for the year ended as at December 31, 2012.
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The directors highlight that the prompt fulfilment of the agreements signed with new investors, the banking system, Pirelli &
C. S.p.A. and Agreement Shareholders within the terms described – and, therefore, the successful conclusion of the propo-
sed transaction – may permit the financial rebalancing and capital reinforcement in timescales in keeping with company’s cur-
rent situation, and, within an evolving general and industry situation, the relaunch of Group’s growth prospects and industrial
development, also thanks to the contribution of skills and expected new business opportunities from the industrial investor.

However, the directors highlight the uncertainties naturally linked to the completion of the transaction, also taking into account
the development of the reference market context. The results forecast by the plan assume the completion of the aforemen-
tioned transaction, with the relative impact on the restructuring of debt taking effect from January 1, 2013, and the asses-
sment of the feasibility of said plan was performed on the basis of forecast elements that may reasonably be envisaged, ta-
king into account the difficulties of making forecasts in the current economic and financial context, such as the exclusion of
further crises that should hit the financial markets or a worsening in the factors that led to the current deterioration in the ge-
neral reference scenario and the real estate market, in particular which, at the current state of play and according to the path
deemed foreseeable at present, is expected to recover in the second half of 2014. In addition, it is believed that the market
scenario outlined will make it possible to realise property sales at values and in accordance with timescales in line with the net
capital invested in the initiatives and with available Prelios cash flows at the date of the realisation of said sales. The feasibili-
ty of the plan represents, at the current state of play and according to the path deemed foreseeable at present, the condition
for allowing the Group to maintain its long-term capital and financial equilibrium, and for deeming the adoption of the assum-
ption of the company as a going concern appropriate, as regards the drafting of the financial statements for the year ended
as at December 31, 2012.

6.3. Accounting standards and policies

Under the terms of Regulation No. 1606 issued by the European Parliament and the European Council in July 2002, the con-
solidated financial statements of the Prelios Group were prepared on the basis of the current International Financial Reporting
Standards (“IFRSs”) issued by the International Accounting Standards Board (“IASB”) and endorsed by the European Union
on December 31, 2012, and of the orders issued in implementation of Art. 9 of Italian Legislative Decree 38/2005. The IFRSs
also include all the revised international accounting standards (“IASs”) and all the interpretations of the International Financial
Reporting Interpretations Committee (“IFRIC”), previously named the Standing Interpretations Committee (“SIC”).

The consolidated financial statements were prepared on the basis of the criterion of historical cost with the exception of real
estate investments held by associates and joint ventures, of derivative financial instruments and available-for-sale financial as-
sets, which are carried at fair value, and of equity investments held for sale which are carried at the lower of the carrying
amount and fair value net of costs to sell.

The accounting policies and principles adopted are consistent with those used in the preparation of the financial statements
at December 31, 2011. The exceptions are in respect of the new standards/interpretations adopted by the Group starting
from January 1, 2012. These new standards/interpretations had no impact on the present annual financial report. 

6.3.1. Accounting standards and interpretations endorsed and in force from January 1, 2012

• Amendments to IFRS 7 – Financial Instruments: Disclosures – Transfers of Financial Assets

These amendments seek to improve financial statement disclosure and consequently improve the transparency and compa-
rability of transactions involving the transfer of financial assets (e.g. securitisations), including the possible effects of risks for
which the transferor remains liable. Application of these amendments has no significant impact on the Group’s consolidated
financial statements.

6.3.2. International accounting standards and/or interpretations issued but not yet in force and/or not
yet endorsed

As required by IAS 8 “Accounting Policies, Changes in Accounting Estimates and Errors”, new Standards or Interpretations
already issued, but which have not yet come into force or been endorsed by the European Union, and which are therefore not
applicable, are listed below. 

The Group has adopted none of these standards or interpretations in advance of their effective date.

• Amendments to IAS 1 – Presentation of Financial Statements – Presentation of Other Components Recognised in Equity
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The main amendments to IAS 1 concern a new way to present other components recognised in equity in the Statement of
Other Comprehensive Income – (OCI). 

The standard does not change the option of presenting all revenue and cost items recognised in a financial year in a single
statement of comprehensive income, or in two statements: a statement displaying components of profit or loss (separate
income statement), and a second statement beginning with profit or loss and displaying the components of OCI. The Standard
requires, instead, the OCI items to be grouped together in two categories, according to whether they can be reclassified, or
not, in the income statement in a future period. 

The following are examples of reclassification on the Income Statement: translation exchange differences, fair value
adjustment of cash flow hedge derivatives, gains or losses on financial assets classified as available-for-sale in accordance
with IAS 39. 

The actuarial gains/losses for defined benefit pension plans are, instead, an example of items not subject to reclassification in
the Income Statement. 

These amendments were endorsed by the European Union in June 2012 (EU Regulation no. 475/2012), and are applicable
from January 1, 2013. Future application of these amendments will have no significant impact on the consolidated financial
statements.

• Amendments to IAS 19 – Employee Benefits 

The amendment of IAS 19 is focused on the procedures used to account for defined benefit plans and termination benefits.
The principal changes from the current standard concern: 

− defined benefit plans: actuarial gains/losses (renamed remeasurements) must be immediately and fully recognised in the
Statement of Comprehensive Income. The option that allowed not recognising actuarial gains/losses if they fell within a
certain corridor (“corridor approach”) will no longer be allowed;

− elimination of the “expected return on plan assets” and “interest cost”, which will be replaced by a new quantity called “net
interest”, calculated by applying the discount rate now used only for the gross liability to the net liability (i.e. the gross lia-
bility net of the assets servicing the plan); 

− request for supplemental information to be included in the explanatory notes to the financial statements for improved illu-
stration of the risks stemming from defined benefit plans;

− termination benefits: based on the new standard, the factor that determines the timing for recognition in the financial sta-
tements is the fact that the entity may not withdraw the offered benefit, i.e. it is irrevocable. Accordingly, termination be-
nefits can essentially be of two types:
• benefits connected with a broader restructuring plan, where the entity may not withdraw the offer and the employee

has no alternative but to accepting it: in this case, the offer is considered irrevocable when the layoff plan is notified to
the affected persons;

• individual benefits that the business may theoretically withdraw at its discretion until acceptance by the employee: in
this case, the offer becomes irrevocable when the employee accepts it.

These amendments were endorsed by the European Union in June 2012 (EU Regulation no. 475/2012), and are applicable
from January 1, 2013. As regards the forecast impacts on the consolidated financial statements, it should be underlined that
the elimination of the corridor approach will not have any effect given that the Group does not use this option. The other im-
pacts are currently under analysis.

• Amendments to the revised IFRS 1 – First-time Adoption of International Financial Reporting Standards – Severe
Hyperinflation and Removal of Fixed Dates for First-time Adopters

The amendments introduced concern: 

− guidelines for preparing the financial statements on the basis of the IFRSs after a period in which IFRS application was su-
spended due to hyperinflation; 

− elimination of fixed dates upon first-time adoption of the IFRSs. Entities which adopt the IFRSs are no longer obligated to
reconstruct transactions that occurred before the date of transition to IFRSs. 

These amendments were endorsed by the European Union in December 2012 (EU Regulation no. 1255/2012), and are ap-
plicable from January 1, 2013. Future application of these amendments will have no significant impact on the consolidated fi-
nancial statements.
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• Amendments to IAS 12 – Income Taxes – Deferred Tax: Recovery of Underlying Assets

IAS 12 requires an entity to measure the deferred tax relating to an asset or liability depending on whether the entity expects
to recover the carrying amount of the asset through use or sale. It can be difficult and subjective to assess whether recovery
will be through use or through sale when the asset is measured using the fair value model in “IAS 40 – Investment Property”.
These amendments provide a practical solution to the problem by introducing a presumption that property investments will
be entirely recovered through sale. As a result of the amendments, SIC 21 “Income taxes – recovery of revalued non-depre-
ciable assets” no longer applies to property investments carried at fair value. The amendments also incorporate into IAS 12
the remaining guidance previously contained in SIC 21, which will accordingly be withdrawn. 

These amendments were endorsed by the European Union in December 2012 (EU Regulation no. 1255/2012), and are ap-
plicable from January 1, 2013. At present no impacts are expected on the consolidated financial statements deriving from fu-
ture application of the above amendments. 

• Amendments to IFRS 7 – Financial Instruments: Disclosures – First-time Application of IFRS 9.

These amendments introduce the obligation of providing additional quantitative information upon the transition to IFRS 9, to
clarify the effects of the first-time application of IFRS 9 on the classification and measurement of financial instruments.

These amendments, which will come into force on January 1, 2015, have not yet been endorsed by the European Union. The
impact of future application of these amendments cannot be quantified at this time.

• IFRS 9 – Financial Instruments

IFRS 9 represents the completion of the first of three stages of the planned replacement of IAS 39 “Financial Instruments:
Recognition and Measurement”, with the main aim of reducing its complexity. In the version published by the IASB in
November 2009, the scope of IFRS 9 was restricted to just financial assets. In October 2010 the IASB added to IFRS 9 re-
quirements for the classification and measurement of financial liabilities, thus completing the first stage of the project. In
November 2012, the IASB published for public comment proposals for limited changes to the classification and measurement
requirements for financial instruments under IFRS 9, to clarify a narrow range of application questions and to take into ac-
count the repetition with other projects, including convergence with US accounting standards.

The second stage of the project, which concerns the impairment of financial instruments and the third stage, which concerns
hedge accounting, resulted in issuing two Exposure Drafts in November 2009 and December 2010 respectively. The respec-
tive final standards, which were initially expected to be issued in the third quarter of 2011, have still not been issued; howe-
ver, a new Exposure Draft is expected to be issued in the first quarter of 2013 as regards the impairment of financial instru-
ments and a new standard for hedge accounting. 

The main changes introduced by IFRS 9 can be summarised as follows:

− financial assets can be classified in only two categories – at fair value or at their amortised cost. The categories of loans
and receivables, available-for-sale financial assets and financial assets held to maturity are therefore superseded.
Classification within the two categories is made on the basis of the entity's business model and on the basis of the fea-
tures of the cash flows generated by the assets themselves. Financial assets are measured at their amortised cost if both
the following prerequisites are met: the entity's business model envisages that financial assets are held to collect their cash
flows (thus, substantially, not to make trading profits) and the characteristics of the cash flows of the assets correspond
only to payment of principal and interest. Otherwise financial assets must be measured at fair value;

− the accounting rules for derivatives embedded in contracts or in other financial instruments have been simplified: separa-
te accounting for the embedded derivative and the “host” financial asset is no longer required;

− all equity instruments – both listed and unlisted – must be measured at fair value. IAS 39 stated instead that, if fair value
could not be determined reliably, unlisted equity instruments had to be measured at cost;

− the entity has the option of presenting in equity any changes in the fair value of equity instruments not held for trading,
while instead for those held for trading this option is not available. This designation is permitted at the moment of initial re-
cognition, may be adopted for a single security and is irrevocable. If this option is taken, the fair value changes of such in-
struments can never be reclassified from equity to profit or loss (neither in the event of impairment nor in the event of di-
sposal). Dividends instead continue to be recognised through profit or loss;

− IFRS 9 does not allow reclassifications between the two categories of financial assets except in rare cases in which there

CONSOLIDATED FINANCIAL STATEMENT AS AT DECEMBER 31, 2012 EXPLANATORY NOTES | PRELIOS GROUP | ANNUAL FINANCIAL REPORT 2012

77

067-154.qxp:Layout 1  3-05-2013  16:36  Pagina 77



is a change in the entity's business model. In this case the effects of the reclassification are applied prospectively; 

− the disclosure required in the notes was adapted to the classification and to the measurement rules introduced by
IFRS 9;

− it is possible not to implement the principle in the comparative period retrospectively to the date of first adoption of IFRS
9, except in the case in which a series of specific additional information is provided.

As regards financial liabilities, the IASB substantially confirmed the provisions of IAS 39, with the exception of requirements
relating to the fair value option. If the fair value option is adopted for financial liabilities, the fair value change attributable to a
change in the issuer's credit risk must be recognised in the statement of comprehensive income and not in the income sta-
tement. 

The process of endorsement of IFRS 9, which was due to come into force on January 1, 2013, has been suspended for the
time being. In December 2011, the IASB published the “Mandatory Effective Date and Transition Disclosures (Amendments
to IFRS 9 and IFRS 7)” postponing the date of mandatory application of IFRS 9 to the financial years starting from January 1,
2015 (the previous date of mandatory application was January 1, 2013), keeping the possibility of early application unchan-
ged.

At the moment the effects on the consolidated financial statements deriving from future application of the standard are not
quantifiable as regards the classification and measurement of financial assets; the amendments relating to financial liabilities
are not applicable to the Group. 

• IFRS 10 – Consolidated Financial Statements

IFRS 10, together with IFRS 11 and 12, represents completion of the first of the two stages in the Consolidation project rela-
ting to consolidated financial statements and associated disclosures. 

In keeping with the existing standards, IFRS 10 identifies the concept of control as the key factor in establishing whether or
not an entity needs to be included in the consolidated financial statements. To this end, the standard provides useful guidan-
ce on assessing whether control exists in more complex circumstances. In particular the new standard indicates a control
model applicable to all types of entity, replacing the current principles. IFRS 10, in fact, supersedes the part of IAS 27
“Consolidated and Separate Financial Statements” that addresses consolidated financial statements and supersedes SIC 12
“Consolidation – Special Purpose Entities" in its entirety. After the new standard was issued, IAS 27 was renamed “Separate
Financial Statements” and the relevant application framework has consequently been limited to the separate financial state-
ments.

The standard, issued in May 2011, was endorsed by the European Union in December 2012 (EU Regulation no. 1254/2012),
and will come into force on January 1, 2014. The impact on the consolidated financial statements in the year of first-time
adoption of the new standard cannot be determined at this time. 

• IFRS 11 – Joint Arrangements

IFRS 11 supersedes IAS 31 “Interests in Joint Ventures” and SIC 13 “Jointly Controlled Entities – Non-Monetary Contributions
by Venturers” and sets out rules for financial reporting by all parties to a joint arrangement, establishing a principle-based ap-
proach under which the reporting entity recognises in its financial statements the rights and obligations arising from the ar-
rangement. 

In particular to establish to which category a joint arrangement belongs to, it is necessary to consider the substance of the
arrangement on the basis of the rights and obligations defined in it and not be limited to the formal aspect of the legal form,
as currently happens.

The new standard no longer permits the use of proportionate consolidation for joint ventures.

The standard, issued in May 2011, was endorsed by the European Union in December 2012 (EU Regulation no. 1254/2012),
and will come into force on January 1, 2014. With reference to the consolidation method, no significant effects are expected
on the consolidated financial statements from the future application of this new standard, as the accounting treatment alrea-
dy applied today by the Group is in line with the changes introduced. By contrast, the potential effects of the introduction of
the distinction between joint ventures and joint arrangements are being analysed. 
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• IFRS 12 – Disclosure of Interests in Other Entities

IFRS 12 is a new standard that brings together the disclosure requirements applying to all forms of interest in other entities,
including joint arrangements, associates, special purpose vehicles and other off-balance sheet vehicles. The new standard
supersedes the previous disclosures required by "IAS 27 – Consolidated and Separate Financial Statements", "IAS 31 –
Interests in Joint Ventures" and "IAS 28 – Investments in Associates". The purpose of the standard is to allow users of finan-
cial statements to assess the presence and nature of the risks associated with an interest in another entity, as well as the ef-
fect of such interest on the reporting entity's cash flows.

The standard, issued in May 2011, was endorsed by the European Union in December 2012 (EU Regulation no. 1254/2012),
and will come into force on January 1, 2014. The impact on the consolidated financial statements in the year of first-time
adoption of the new standard cannot be determined at this time.

• IFRS 13 – Fair Value Measurement

The objectives of the new standard are: to clarify the definition of fair value; to set out a single framework for measuring fair
value applicable to all IASs/IFRSs that require fair value to be used for measurement purposes; to provide clarifications and
guidance on how to determine fair value (including in illiquid or inactive markets). The new standard does not extend the use
of the controversial fair value principle, whose application is required or permitted by other standards, but provides complete
and practical instructions on how to measure fair value and on the disclosures that must be made particularly in the financial
statements of listed companies. 

The standard, issued in May 2011, was endorsed by the European Union in December 2012 (EU Regulation no. 1255/2012),
and are applicable from January 1, 2013. The impact on the consolidated financial statements in the year of first-time adop-
tion of the new standard cannot be determined at this time.

• IAS 27 – Separate Financial Statements

As a result of new IFRS 10 and 12, what remains of IAS 27 is limited to the accounting of subsidiaries, jointly controlled com-
panies and associates in the separate financial statements. 

The standard was endorsed by the European Union in December 2012 (EU Regulation no. 1255/2012), and will come into
force on January 1, 2014. No significant impacts are expected from its future application.

• IAS 28 – Investments in Associates and Joint Ventures

Following to the issue of IFRS 10 and IFRS 11, IASB published IAS 28 “Investments in Associates and Joint Ventures”, which
regulates the accounting of investments in associated companies and joint ventures, and sets the criteria for the application
of the equity method. The pre-existing principle has been only partially amended; the main changes refer to the reduction of
the investment, meaning the investment in an associated company or in a joint venture which does not imply the cessation
for the application of the equity method. In such circumstance the entity drafting the financial statements proportionately re-
classifies the share of profits or losses recognised in the Other Comprehensive Income (“OCI”) under income statement, while
only the transferred quota is subject to the application of IFRS 5. The same rule applies to an investment in a joint venture
which, following to partial transfer, becomes an associated company.

The standard was endorsed by the European Union in December 2012 (EU Regulation no. 1255/2012), and will come into
force on January 1, 2014. No significant impacts are expected on the consolidated financial statements from its future appli-
cation.

• Amendments to IFRS 7 – Financial Instruments: Disclosures – Offsetting Financial Assets and Financial Liabilities

These amendments introduce the obligation of providing full disclosure in the notes of financial assets and liabilities offset on
the basis of a statutory right to offsetting (e.g. net and gross amounts, guarantees granted and held). 

These amendments were endorsed by the European Union in December 2012 (EU Regulation no. 1256/2012), and are ap-
plicable from January 1, 2013. No significant impacts are expected on the consolidated financial statements from future ap-
plication of the above amendments.

• Amendments to IAS 32 – Financial Instruments: Presentation – Offsetting Financial Assets and Financial Liabilities
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These amendments better clarify the requirements for offsetting financial assets and liabilities, already present in this standard, i.e.:

− the significance of currently enjoying a statutory right to offsetting financial assets and liabilities; 

− the fact that, in certain cases, the realisation of the asset and extinguishment of the liability at the same time may be con-
sidered de facto extinguishment of a net amount. 

These amendments were endorsed by the European Union in December 2012 (EU Regulation no. 1256/2012), and will come
into force on January 1, 2014. No significant impacts are expected on the consolidated financial statements from future ap-
plication of the above amendments. 

In addition to the above, the following new standards and interpretations were issued in 2012:

• Amendments to IFRS 1 – First-time Adoption of International Financial Reporting Standards – Government Loans 

The amendments provide, during the phase of first-time adoption of IFRSs, for the possibility of not adopting the retrospec-
tive application of the provisions of IAS 20 – Accounting of government grants and disclosure of government assistance in re-
lation to government loans received at a below market rate of interest. These amendments make provision, during the phase
of first-time application of IFRSs, for the adoption of the same accounting method envisaged for existing preparers of IFRS fi-
nancial statements. These amendments, which are due to come into force on January 1, 2013, have not yet been endorsed
by the European Union and are not applicable to the Group.

• “Improvements” to the IFRSs (issued by the IASB in May 2012) 

As part of the project begun in 2009, the IASB has issued a series of amendments to 5 standards in force. 
The following table summarises the standards and issues dealt with by these amendments:

IFRS Subject of the amendment

Amendments to IFRS 1 – First-time Adoption of International • Reiterated adoption of IFRS 1
Financial Reporting Standards • Financial expenses
IAS 1 – Presentation of Financial Statements Clarifications relating to comparative data that must be presented 
IAS 16 – Property, Plant and Equipment Classification of servicing equipment
IAS 32 – Financial Instruments: Presentation Tax effect of distribution to holders of equity instruments 
IAS 34 – Interim Financial Reporting Interim Financial Reporting and segment information for total

assets and liabilities

These amendments, which are applicable from January 1, 2013, have not yet been endorsed by the European Union and are
not expected to have a significant impact on the consolidated financial statements.

• Amendments to IFRS 10, IFRS 11 and IFRS 12 – Transition guide

These amendments clarify the transitory rules for application of IFRS 10, which have been found too burdensome. They also
limit the obligation to provide restated comparative data to only the comparative period preceding first-time application of IFRS
10, 11 and 12. In regard to the disclosures required by IFRS 12 in regard to interests held in other entities, these amendments
eliminate the obligation of providing comparative information for periods prior to application of IFRS 12. These amendments,
which are due to come into force on January 1, 2014, have not yet been endorsed by the European Union. The impacts of
these amendments on the consolidated financial statements are under analysis.

• Amendments to IFRS 10, IFRS 12 and IFRS 27 – Investment Entities 

The amendments provide an exception to IFRS 10, requiring investment entities to account for subsidiaries at fair value
through profit or loss instead of consolidating them. 

The IASB uses the term ‘investment entity’ to refer to an entity that has no other significant assets aside from investments in
multiple interests and is committed specifically to investors whose business purpose is to invest funds solely for returns from
capital appreciation, investment income or both. 

These amendments, which will come into force on January 1, 2014, have not yet been endorsed by the European Union and
are not expected to have significant impacts on the consolidated financial statements.
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6.3.3. Reporting formats

The Prelios Group has complied with the requirements of CONSOB Resolution 15519 of July 27, 2006 concerning financial
reporting formats and CONSOB Communication 6064293 of July 28, 2006 concerning disclosure.

The consolidated financial statements at December 31, 2012 comprise a balance sheet, income statement, statement of
comprehensive income, statement of changes in equity, cash flow statement and explanatory notes, and are accompanied
by the directors' report on operations.

The format adopted for the balance sheet entails the separation of the assets and liabilities into current and non-current.

The income statement format adopted entails the classification of costs by nature. The Group opted for a separate income
statement instead of a single statement of comprehensive income.

The “statement of comprehensive income” includes the net income for the period and, for homogeneous categories, the in-
come and expenses which, on the basis of the IFRSs, are accounted for directly in equity. The Group opted for presentation
of the tax effects of the income/losses recognised directly in equity and of reclassifications to the income statement of inco-
me/losses recognised directly in equity in previous periods directly in the statement of comprehensive income and not in the
explanatory notes.

The “statement of changes in equity” includes the amounts of transactions with the equity holders and movements that oc-
curred during the period in the reserves. 

In the cash flow statement, cash flows from operating activities are presented using the indirect method, by which net inco-
me or loss for the period is adjusted for the effects of non-monetary transactions, of any deferral or provision of prior or futu-
re operating receipts or payments, and of revenues or costs relating to cash flows from investing or financing activities.

6.3.4. Consolidation area

The consolidation area includes the subsidiaries and associates, and equity investments in jointly-controlled companies (joint
ventures). 

Subsidiaries are defined as all companies and other entities whose financial and operating policies the Group has the power
to control. This circumstance normally exists when the Group holds more than half of the voting rights. The financial state-
ments of subsidiaries are included in the consolidated financial statements starting from the date on which control is assu-
med up to the moment in which such control ceases to exist. The shares of equity and results attributable to minority share-
holders are reported separately in the consolidated balance sheet and income statement.

An associate is a company over which the Group has significant influence, as defined by IAS 28 – Investments in Associates.
Such influence is normally presumed to exist when the Group holds between 20% and 50% of the voting rights or, even if less
voting rights are held, when it has the power to participate in financial or operating policy decisions by virtue of particular legal
arrangements, such as participation in a shareholders' agreement combined with other forms of significant exercise of go-
vernance rights.

Joint ventures are contractual or statutory arrangements whereby two or more parties undertake an economic activity that is
subject to joint control, as defined by IAS 31. 

Companies included in the consolidation are listed in Appendix 1 “Consolidation area”, whose accompanying notes discuss
the related changes

In particular, the following should be noted:

• on March 7, 2012, Prelios S.p.A. acquired the German company Vindusvisker Vermögensverwaltungsgesellschaft GmbH, which
is still not operational, from third parties, which then changed its company name to Prelios Investments Deutschland GmbH;

• on April 2, 2012, Prelios Agency S.p.A. transferred the 80% stake held in Prelios Finance S.p.A. to third parties. Therefore,
following said transfer, considering the agreements relating to the transfer that determine the existence of a significant
influence, the transfer was valued using the equity method as at December 31, 2012;

• effective as of August 29, 2012, the company Prelios Residential Investments GmbH transferred to third parties its stake
held in the companies Tizian Wohnen 1 GmbH and Tizian Wohnen 2 GmbH, of 39.9991% and 40.0058% respectively;

• in November 2012, Prelios Netherlands B.V. transferred to third parties its stake in the company WoWi Media GmbH KG,
equal to 18.85%;
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• on November 15, 2012, Prelios S.p.A. purchased the residual 25% of the share capital of Prelios Polska Sp.zo.o. from the
minority shareholder, becoming the sole shareholder;

• effective as of December 21, 2012, Prelios S.p.A. transferred to third parties its stake held in the company Dixia S.r.l.
(30%);

• effective as of December 20, 2012, Prelios S.p.A. transferred to third parties its 40% stake held in the company Polish
Real Estate Investments Holding B.V..

Companies for which the Group has not taken an active role in managing or effectively controlling and so has not assumed
any associated capital liability are not included in the consolidation area. 

6.3.5. Consolidation methods 

The consolidation is based on the financial statements of consolidated companies as at the reporting date, which have been
adjusted, where necessary, to reflect the IASs/IFRSs as applied by the Group. 

Financial statements expressed in currencies other than the euro are translated at the period-end exchange rate for balance
sheet items and at the average exchange rate for items in the income statement.

Differences arising on the translation of opening equity at period-end exchange rates are booked to the currency translation
reserve, along with the difference arising on the translation of net income (loss) for the period at the period-end exchange rate
rather than the average rate. The currency translation reserve is released to profit or loss when the company that originated
it is sold or wound up.

The consolidation criteria can be summarised as follows: 

• subsidiaries are consolidated on a line-by-line basis, whereby: 
− the assets, liabilities, costs and revenues shown in the subsidiaries' financial statements are aggregated in full,

irrespective of the interest held;
− the carrying amount of investments is eliminated against the corresponding shares of equity; 
− inter-company receivables and payables, as well as inter-company expenses and income are eliminated, including

dividends distributed within the Group; 
− minority interests in equity are shown in a specific equity account, while minority interests in the net income or loss are

reported separately in the income statement; 
• investments in associates and joint ventures are accounted for using the equity method, under which the carrying amount

of such investments is adjusted to take account of: 
− the investor's share of the results achieved by the investee after the acquisition date; 
− changes ensuing from variations in the investee's equity that have not been recognised in the income statement in

accordance with the accounting policies; 
− dividends paid by the investee; 
− if the Group's share of losses of an associate/joint venture exceeds the carrying amount of the investment in the

financial statements, the additional losses are allocated against any financial receivables owed by the associate/joint
venture. After reducing the carrying amount and any financial receivables to zero, the share of any additional losses is
recognised in “Provisions for future risks and expenses”, if and to the extent that the Group has a legal or constructive
obligation;

• profits from sales by subsidiaries to joint ventures or associates are eliminated according to the Group's interest in the
purchasing company;

• profits from property sales by joint ventures to other joint ventures or associates are recognised up to the difference
between the Group’s interest in the purchasing company and its interest in the seller, in other words only the portion
realised with third parties is recognised;

• only the portion of profits realised with third parties is recognised for gains from property sales by associates to other
associates; 

• subsidiaries, associates and joint ventures are recognised upon acquisition using the “acquisition method”, which entails: 
− determination of the purchase price in compliance with IFRS 3; 
− determination of the fair value of the assets and liabilities acquired (both actual and contingent);
− allocation of the price paid to the fair value of the assets and liabilities acquired;
− recognition on a residual basis of goodwill, defined as the positive difference between the purchase price and the

interest in the net fair value of the assets and liabilities identified/acquired; 
− immediately recognising negative goodwill as income in the income statement, if the fair value of the interest acquired

exceeds the purchase price.
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6.3.6. Accounting policies 

ASSETS AND LIABILITIES

Intangible assets 

Intangible assets with finite useful lives are recognised at cost, net of accumulated amortisation and impairment.

Amortisation is recognised from the time the asset becomes available for use, i.e. when it is operating in the manner intended
by management, and ceases from the date the asset is classified as held for sale or derecognised. Capital gains and losses
from the retirement or disposal of intangible assets are determined as the difference between the asset's net sale proceeds
and carrying amount.

Intangible assets include the following: 

• Goodwill

Goodwill represents the portion at the acquisition date of the consideration paid for an investment that exceeds the Group's in-
terest in the fair value of the identifiable assets and liabilities acquired.

Based on IAS 27 “Consolidated and Separate Financial Statements”, if further ownership interests are acquired in a company
that is already controlled, but not 100% owned, the difference between the ownership interest acquired and the purchase price
must be recognised as an increase/decrease in equity in the period (previously it was recognised as goodwill or as a bargain
purchase through profit or loss).

Goodwill is tested for impairment at least on an annual basis, or whenever there is an indication that it might be impaired; it is
allocated to cash-generating units for the purpose of such impairment testing. 

• Concessions, licenses and trademarks

Concessions, licenses and trademarks are recognised at historical cost, net of accumulated amortisation and impairment.
Amortisation is charged over the length of the contract or the asset's estimated useful life, whichever is shorter.

• Software 

Software licenses are recorded on the basis of the costs incurred for the purchase and installation of the specific software,
net of accumulated amortisation and impairment. Amortisation is charged on a straight-line basis over the useful life of these
assets.

Separately acquired property, plant and equipment

Property, plant and equipment are recognised at purchase or production cost, including directly attributable expenses for the
asset's purchase and placement in service, net of accumulated depreciation and impairment. 

Depreciation starts when the asset is available for use, or when it is potentially able to provide the economic benefits with
which it is associated.

Depreciation is charged on a straight-line basis at rates deemed to represent the assets' useful lives, or, in the event of dive-
stment, until they are retired from use.

Land and works of art are not subject to systematic depreciation.

The depreciation rates are as follows:

Buildings 3%

Plant and machinery 20%

Equipment 20%

Other assets:

– vehicles 25%

– office equipment 20%-50%

– furniture and fittings 12%
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Government grants relating to property, plant and equipment are posted as deferred revenues and credited to income over
the period in which the related assets are depreciated. 

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset (defined as an
asset that necessarily takes a substantial period of time to get ready for its intended use) are capitalised as part of the cost
of that asset. Borrowing costs cease to be capitalised when substantially all the activities necessary to prepare the qualifying
asset for its intended use are complete.

Extraordinary maintenance expenses are included in an asset’s carrying amount or recognised as a separate asset, as ap-
propriate, only when it is probable that the expected future economic benefits attributable to the asset will be realised by the
company and if the cost can be reliably measured. Costs for repairs, routine maintenance or other work to ensure the proper
functioning of assets are recognised in profit or loss in the year incurred.

Leasehold improvements are classified in property, plant and equipment, according to the nature of the cost incurred. They
are depreciated over the asset's residual useful life or the remainder of the lease, whichever is shorter.

Corporate assets acquired under finance leases, under which all the risks and rewards incidental to ownership are substantially
transferred to the Group, are recognised as property, plant and equipment at their fair value or, if lower, the present value of the
minimum lease payments, which are classified in financial payables. Lease payments are split into two components, with finan-
cial expenses posted to the income statement and repayment of principal treated as a reduction of the financial payable.

Leases in which the lessor retains substantially all the risks and rewards incidental to ownership are classified as operating
leases. Lease payments under an operating lease are recognised as an expense on a straight-line basis over the lease term.

Property, plant and equipment are eliminated from the balance sheet when disposed of or permanently retired from service,
hence when no future economic benefits are expected from their sale or use. Capital gains and losses from the retirement or
disposal of property, plant and equipment are determined as the difference between the asset's net sale proceeds and car-
rying amount.

Investment property (held by equity-accounted companies)

Investment property is real estate held in order to earn rent or for capital appreciation or both. 

Investment property is initially measured at cost including transaction expenses, and is subsequently reported at fair value, with
the effects of changes in fair value reflected in profit or loss.

The fair value of investment property reflects market conditions at the reporting date and is the price at which the property could
be exchanged between knowledgeable, willing parties in an arm’s length transaction. 

Each investment property is valued separately, taking account of future net rental income and (where relevant) the associated
costs, discounted at a rate reflecting the specific risks related to the cash flows generated by the property.

A gain or loss arising from changes in the fair value of investment property is recognised in profit or loss in the period in which
it arises.

Gains or losses arising from the disposal of investment property are determined as the difference between the net disposal pro-
ceeds and the carrying amount of the assets, and are recognised in profit or loss in the period of disposal.

If a property is transferred from inventories to investment property carried at fair value, the difference between the fair value at
that date and the previous carrying amount is recognised in profit or loss.

If an investment property carried at fair value is transferred to property held as a corporate asset, the property's deemed cost
for subsequent accounting is its fair value at the transfer date.

The effects of changes in fair value are reported as part of net income from equity-accounted investments.

Impairment of assets

Property, plant and equipment and intangible assets

Property, plant and equipment and intangible assets must be tested for impairment in the presence of specific indications of
reduced value, and at least once a year in the case of intangible assets with indefinite useful lives, including goodwill.
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This test involves estimating the recoverable amount of an asset and comparing this with its carrying amount.

The recoverable amount of an asset is the higher of its fair value, less costs to sell, and its value in use. Value in use is the
present value of expected cash flows expected to be derived from the asset and from its sale at the end of its useful life, net
of tax, obtained by applying a post-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset. The value in use of the cash generating units was estimated by an independent external ex-
pert. The expert recorded that the main assumptions on which the 2013-2016 Plan of the domestic CGUs (1) is based con-
cern the recovery of the real estate market and related services from the second half of 2014. In order to limit the risks impli-
cit in using a four-year plan, the estimate of the recoverable value for all domestic entities and for Poland is based solely on
the first three years of the 2013-2015 Plan, also for the purpose of consistency with the impairment analysis conducted as at
December 31, 2011, by using the Group’s WACC as the discount rate.

If the recoverable amount of an asset is less than its carrying amount, the latter is reduced to the recoverable amount. This
reduction constitutes an impairment loss, which is recognised in the income statement.

In order to assess impairment losses, assets are aggregated by cash-generating units, i.e. the lowest level for which inde-
pendent cash flows can be separately identified. With specific reference to goodwill, this must be allocated to a cash-gene-
rating unit or groups of units of a size that cannot exceed that of an operating segment.

If there are indications that an impairment loss, recognised in prior years relating to property, plant and equipment or to in-
tangible assets other than goodwill, may no longer exist or may have decreased, the asset's recoverable amount is reasses-
sed, and if this is higher than its carrying amount, the carrying amount is increased to the recoverable amount. The reinsta-
ted value cannot exceed the carrying amount that the asset would have had (net of amortisation or depreciation) had no
impairment been recognised for that asset in prior years.

Reversals of impairment losses for assets other than goodwill are recognised in profit or loss.

Impairment losses recognised for goodwill cannot be reversed in a subsequent period.

Investments

The carrying amount of investments in associates and joint ventures, accounted for using the equity method, is compared
with the recoverable amount for impairment testing purposes. The recoverable amount is the higher of fair value less costs to
sell, and value in use. In order to verify the absence of impairment, it is sufficient for one of these two values to be higher than
the carrying amount.

For impairment testing purposes, the fair value of an investment in an associate or joint venture with shares listed in an acti-
ve market is always equal to its market value, irrespective of the size of shareholding.

The value in use of an equity-accounted associate or joint venture is determined by estimating either:

a) the share of the present value of expected future cash flows that are estimated will be generated by the associate or joint
venture, through the proceeds from the investment's ultimate sale, also taking account of higher implicit values relating to
the property portfolios held (Discounted Cash Flow – asset side approach), as reported in independent appraisals or such
lower values at which company management is prepared to sell under sales mandates bestowed with the prior approval
of the respective Boards of Directors;

b) the present value of expected future cash flows from dividends to be received and from the investment's ultimate sale (the
Dividend Discount model – equity side approach).

If there is an indication that an impairment loss recognised in prior years may no longer exist or may have decreased, the re-
coverable amount of the investment must be reassessed; if this is higher than the carrying amount of the investment, the lat-
ter is increased to its recoverable amount.

The reinstated value cannot be higher than the value the investment would have had (net of impairment) if no impairment loss
had been recognised in prior years.

Reinstatement of the value of investments in associates and joint ventures is recognised in the income statement.

Equity investments for which the Group believes it can recover their carrying amount essentially through a sale transaction in-
stead of by keeping them in the portfolio are classified as investments held for sale and are measured at their carrying amount
or fair value net of costs to sell, whichever is lower.
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Other financial assets

Available-for-sale financial assets

Investments in other companies that do not qualify as subsidiaries, joint ventures or associates, and other debt securities held
(excluding notes issued as part of loan securitisations) that are recognised as non-current assets are classified as available-
for-sale financial assets. 

Available-for-sale financial assets are measured at fair value. Only shares whose fair value cannot be reliably estimated are re-
cognised at cost net of any impairment.

Gains and losses arising from fair value adjustments are recognised in a specific equity reserve, net of the tax effect, until the
assets are sold or suffer impairment.

When an asset is sold, the cumulative gains or losses, including those previously recognised in equity, are recognised in pro-
fit or loss for the period. If an impairment loss is recognised for an asset, the cumulative losses are recognised in the income
statement for the period.

For listed shares, impairment is recognised when the fair value of the available-for-sale asset is lower than cost by a signifi-
cant percentage or for an extended period of time.

For unlisted shares, impairment is recognised when impairment indicators show that the recoverable amount, determined
through valuation techniques, or through comparison with similar securities or transactions, is lower than cost.

Debt securities are written down, only in the presence of impairment indicators, when their recoverable amount is lower than
their theoretical amortised cost at the reporting date. 

Purchases and sales of available-for-sale financial assets are accounted for on the settlement date.

Impairment losses recognised through profit or loss in prior years on equity investments classified as available-for-sale finan-
cial assets cannot be reversed through profit or loss.

Tied deposits

Tied deposits are measured at their face value and relate to cash and cash equivalents not freely usable by the Group in the
short term.

Inventories 

Inventories consist of land for development, properties for renovation, properties under construction/renovation, finished pro-
perties for sale, trading properties, and consumables.

Land for development is recognised at the lower of cost and estimated realisable value, net of direct costs to sell. Cost in-
cludes incremental expenses and capitalisable borrowing costs, on the same basis as for property, plant and equipment.

Properties under construction and/or renovation are valued at the lower of cost, including incremental expenses and capita-
lisable borrowing costs, and estimated realisable value net of direct costs to sell.

Trading properties are recognised at the lower of cost and estimated realisable value, which is normally taken as market value,
inferred from sales of comparable properties in terms of location and type. The purchase cost is increased by any incremen-
tal expenses incurred up to the moment of sale.

Estimated realisable value and market value are determined on the basis of independent appraisals or such lower values at
which company management is prepared to sell under sales mandates bestowed with the prior approval of the respective
Boards of Directors.

Classification of real estate portfolio: Inventories (IAS 2) – Investment Property (IAS 40)

Of the Group's real estate portfolio held by consolidated companies, around a third of the consolidated carrying amount re-
fers to property investments carried at fair value (IAS 40). In particular these are residential properties in Germany and selec-
ted prime assets in Italy – held by associates and joint ventures – which have been valued in accordance with IAS 40. This al-
lows fair value, as determined by independent experts, to be used as the basis for measuring property that is not going to be
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sold in the near term, but is to be held to earn rentals or for capital appreciation.

Contracts

These refer to contracts specifically arranged for the construction of an asset, at the instruction of a customer, who establi-
shes the basic design and technical characteristics. 

Revenues from contracts include the fees initially agreed with the customer, in addition to the income from job variants and
price changes provided for in the contract that can be reliably determined.

Contract costs comprise costs that relate directly to the specific contract, costs that are attributable to contract activity in ge-
neral, costs charged to the customer under the terms of the contract, as well as borrowing costs that can be capitalized under
the conditions described for property, plant and equipment.

When the outcome of a contract can be reliably determined, its revenues and costs are recognized as sales and expenses
using the percentage of completion method. The state of progress is assessed on the basis of the contract costs incurred up
to the reporting date as a percentage of the total estimated cost of the contract.

Contract costs incurred for future activities relating to the contract are excluded from the costs of the contract when calcula-
ting the state of progress, and are recognised as inventories.

When it is likely that the contract costs will be higher than the total revenues deriving from the contract, the estimated loss is
immediately recognised as a cost. 

The gross amount owed by customers for all contracts in progress where the costs incurred – plus recognised profits, or less
recognised losses – exceed the amount invoiced on a percentage of completion basis is presented as a receivable in “trade
receivables”.

For all contracts in progress where the amount invoiced on a percentage of completion basis exceeds the costs incurred plus
recognised profits (or less recognised losses), the amount of advances invoiced in excess of the invoicing on a stage of com-
pletion basis is presented as a payable in “trade payables”.

Receivables 

Receivables are initially recognised at their fair value, usually represented by the agreed consideration or the present value of
the amount that will be collected.

They are subsequently recognised at amortised cost, as reduced for any impairment.

Amortised cost is calculated using the effective interest rate method, whereby the effective interest rate exactly discounts fu-
ture cash flows to the initial fair value.

Impairment losses on receivables are calculated on the basis of counterparty default risk, determined using available infor-
mation on the counterparty's solvency and track record. The carrying amount of receivables is indirectly reduced by recogni-
sing provisions for doubtful accounts. 

Individually significant transactions, for which there is objective evidence of partial or total irrecoverability, are written down on
an individual basis. The amount of such write-downs takes account of estimated future recoverable amounts and the related
collection date, the costs of recovery and the fair value of any guarantees.

Positions not written down individually are included in a group with similar characteristics in terms of credit risk and written
down collectively using progressively higher percentages according to past due date. The collective write-down procedure
also applies to receivables that are not past due. 

The write-down percentages are determined on the basis of past experience and statistics.

If the reasons for writing down receivables cease to apply, the impairment losses recognised in prior periods are reversed by
crediting the income statement but this reversal must not result in a carrying amount that is higher than what the amortised
cost would have been had the impairment not been recognised.

Receivables in currencies other than the individual entity's functional currency are translated at year-end exchange rates with
a matching entry to the income statement.
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Receivables are cancelled if the right to receive the cash flows is eliminated, when all of the risks and rewards associated with
the receivable have been substantially transferred, or when the receivable is deemed to be permanently irrecoverable once all
credit recovery measures have been exhausted. At the same time as cancelling the receivable, any associated allowance re-
lating to previously recognised impairment is also reversed.

Junior securities and non-performing loans

Junior notes issued as part of the securitisation of non-performing loans and deep discount receivables fall into the category
of “loans and receivables” and are initially recognised at fair value, normally represented by the price paid.

They are subsequently carried at amortised cost. Amortised cost is calculated using the effective interest method, whereby
the discount rate used in the initial business plan prepared after acquisition, exactly discounts future cash flows to the pur-
chase cost inclusive of any incidental expenses.

Whenever there is a change in cash flow forecasts, the carrying amount of junior notes and non-performing loans is adjusted
to reflect the present value of future cash flows obtained using the original effective interest rate. Any positive or negative dif-
ferences are recognised in the income statement. 

In the event of impairment, the carrying amount is written down by recognising a specific allowance. 

Some customers are requested to provide guarantees; these mostly consist of secured or unsecured bank guarantees issued
by major institutions.

Shareholders’ loans to associates and joint ventures

Financial receivables represented by loans to associates and joint ventures are initially recognised at fair value, represented by
the present value of future cash flows. 

In particular shareholders’ loans granted under non-market terms and conditions are discounted over their expected duration
at a rate that would be applied to a loan with similar characteristics. 

Any difference between the face value of the loan and its fair value, calculated as above, is recognised by the lender as an in-
crease in the carrying amount of its equity investment, net of any related tax. In the borrower’s financial statements prepared
for the purposes of the Group’s consolidation under the Group's accounting policies, the borrower treats this same differen-
ce as a reduction in its financial payables and an increase, net of any related tax, in equity. 

After initial recognition, shareholders’ loans are measured at amortised cost.

For the purposes of assessing impairment, shareholders’ loans granted are assessed together with the capital invested in the
specific company, by analysing the cash flows generated by the related underlying real estate projects.

Payables

Payables are initially recognised at their fair value, usually represented by the agreed consideration or the present value of the
amount to be paid.

They are subsequently measured at amortised cost. 

Amortised cost is calculated using the effective interest rate method, whereby the effective interest rate exactly discounts fu-
ture cash flows to the initial fair value.

Payables in currencies other than the individual entity's functional currency are translated at year-end exchange rates with a
matching entry to the income statement.

Payables are derecognised from the financial statements when the specific obligation is settled. 

Cash and cash equivalents

Cash and cash equivalents are recognised at face value and represent short-term and highly-liquid financial commitments
which are readily convertible into cash instruments known and subject to an insignificant risk of a change in their value, whose
original maturity at the moment of purchase is no more than three months.
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They consist of bank deposits, post office deposits and cash and valuables on hand. 

Provisions for future risks and expenses

Provisions for future risks and expenses derive from present legal or constructive obligations as a result of a past event, the
settlement of which is likely to involve an outflow of an amount that can be reliably estimated.

Changes in estimates are reflected in the income statement in the year in which the change occurs.

Where the effect of the time value of money is material, the amount of the provision must be the present value of the expen-
ditures expected to be required to settle the obligation.

Employee benefits

Post-employment benefits, such as defined benefit plans (mainly employee leaving indemnity) and other long-term benefits
must undergo actuarial assessment. The liability recorded in the financial statements represents the present value of the
Group's obligation, less the fair value of any plan assets.

With reference to defined benefit plans, the Prelios Group has adopted the option permitted by IAS 19 of recognising all ac-
tuarial gains and losses in equity in the year in which they occur.

Actuarial gains and losses on other long-term benefits are immediately recognised in profit or loss.

The interest cost and the expected return on any plan assets are classified in personnel costs.

Costs relating to defined contribution plans are recognised in the income statement when incurred.

The provision for employee leaving indemnity recognised by Italian companies was treated as a defined benefit plan up until
December 31, 2006. The rules relating to this provision were amended by Law 296 dated December 27, 2006 (“2007 Budget
Act”) and subsequent decrees and regulations issued early in 2007. As a result of these changes, Group companies with at
least 50 employees must now treat provisions for employee leaving indemnity made before January 1, 2007 (and not yet paid
at the reporting date) as defined benefit plans, and amounts set aside thereafter as defined contribution plans.

Stock option plans

Stock options fall into two categories, which are treated differently according to the nature of the plan:
• equity settled: these are stock option plans in which the beneficiary is granted the right to buy shares of the company at

a predetermined price providing certain conditions are fulfilled. In such cases, the fair value of the option, determined when
it is granted, is recognised as a cost over the entire duration of the plan, with a matching increase posted to the equity
reserves;

• cash settled: these are plans that give put options to beneficiaries and call options to the issuer, or plans in which the
beneficiary directly receives the monetary value of the benefit deriving from theoretical exercise of the stock option. The
fair value of the option, which is redetermined at every reporting date, is recognised as a cost over the plan's vesting
period, with a matching liability recognised in the balance sheet. Changes in the fair value of the liability after the vesting
date are recognised in profit or loss.

Derivative financial instruments

Derivatives qualifying as effective cash flow hedges

Such derivative financial instruments are initially recognised at fair value on the date on which a derivative contract is entered
into and are subsequently re-measured at fair value.

As from the inception of the hedge, the Group must formally document the hedging relationship between the instrument and
the hedged item, the risk management objectives, and the strategy pursued in entering into the hedge.

For the purpose of cash flow hedge accounting, the Group has adopted dynamic hedging relationships between the deriva-
tives portfolio and existing loans principally relating to associates and joint ventures; this approach makes it possible to review
and redefine the hedging strategy on a quarterly basis, according to forecast loan repayments based on the progress of the
business plans of the various projects.
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The Group must also document its assessment of how effective the hedging instrument is in offsetting cash flow fluctuations
attributable to the risk being hedged. This assessment is carried out at the inception of the hedge and on a continuous basis
throughout its duration.

The effective portion of the fair value adjustment of a derivative that has been designated and qualifies as a hedging instru-
ment is recognised directly in equity, while the ineffective portion is recognised in profit or loss.

Amounts recognised directly in equity are reclassified to the income statement in the same period during which the hedged
item affects profit or loss.

When a hedging instrument expires or is sold, terminated or exercised, or no longer meets the criteria for hedge accounting,
or the Group revokes the designation, the related cumulative fair value adjustments recognised in equity are recognised in pro-
fit or loss. Only in specific cases, if the hedged element produces its effects in the future on the income statement, a part of
the cumulative fair value adjustments in equity remain suspended and are subsequently reclassified to the income statement
in the periods in which the financial asset acquired or financial liability assumed has its impact on the income statement. 

Purchases and sales of these derivative financial instruments, taken out for hedging purposes, are accounted for on their set-
tlement date.

Derivatives not qualifying as hedges

Fair value adjustments of derivatives not qualifying as hedges are recognised immediately in the income statement.

Determination of the fair value of financial instruments

The fair value of financial instruments listed on an active market is based on market prices as of the reporting date. The mar-
ket price used for derivatives is the bid price, while for financial liabilities the ask price is employed. The fair value of instru-
ments not listed on an active market is determined using valuation techniques based on a series of methods and assumptions
relating to market conditions at the reporting date.

The fair value of interest rate swaps is calculated on the basis of the present value of forecast future cash flows.

The fair value of currency forward agreements is determined using the forward exchange rate at the reporting date.

Taxes

Current taxes are calculated on the basis of a realistic estimate of the amount due under the tax legislation in each country.

Deferred income taxes are calculated by applying the tax rates that are expected to apply to the period when the asset is rea-
lised or the liability is settled, based on tax rates enacted or substantively enacted at the reporting date, to the temporary dif-
ferences between the book and tax values of assets and liabilities (known as the “liability method”). No deferred income taxes
can be recognised on non-deductible goodwill and on differences associated with investments in subsidiaries which are not
expected to reverse in the foreseeable future.

Deferred taxes are not discounted to present value and are classified as non-current assets/liabilities.

Deferred tax assets for retained tax losses and temporary differences are recognised only to the extent that they are likely to
be recovered in the future.

Current and deferred tax assets and liabilities are offset only if they relate to income taxes levied by the same taxation autho-
rity and if there is a legally enforceable right to set off such taxes. Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply, in the various jurisdictions in which the Group operates, to the period when the temporary
differences are realised or extinguished.

Deferred tax assets and liabilities are credited or debited to equity if they refer to items that are recognised in equity in the
same or in previous periods.

As from financial year 2010 the group parent Prelios S.p.A., as the consolidator, has elected to file for tax on a group basis
under Art. 117 et seq. of the Italian Income Tax Code. Participants in the consolidation are required to adopt a specific set of
“Regulations”, involving common procedures for applying tax rules and regulations. 

The adoption of a group tax filing will allow the group parent Prelios S.p.A. to offset its own taxable profits or losses against
those of its Italian resident subsidiaries which have made the group tax election. 
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Costs and revenues from tax consolidation are calculated on the basis of the provisions of the Prelios Tax Consolidation
Regulations. In particular, under the terms of Article 16 of the Regulations the consolidating company remunerates consoli-
dated companies which have tax losses for an amount equal to the IRES tax rate and within the limits of the tax loss remu-
neration expectations in the financial year.

The Italian group tax election applies to the three years 2010-2011-2012, unless terminated early due to loss of control of the
subsidiary or if the subsidiary’s financial year is no longer the same as the group parent's.

EQUITY

Treasury shares

Treasury shares are classified as a reduction in equity.

Gains or losses resulting from the sale or cancellation of treasury shares are recognised in equity.

Capital transaction costs

Costs directly attributable to capital transactions are treated as a direct reduction of equity.

INCOME STATEMENT

Revenues and expenses 

Revenues and expenses are recognised using the accrual basis of accounting.

Revenue recognition

Revenues are recognised at the fair value of the payment received or due, in accordance with the principles set out below.

Sale of assets

Revenues from the sale of assets are recognised only when all of the following conditions are satisfied:

• the significant risks and rewards associated with ownership of the assets have been transferred to the buyer;

• effective control over the assets involved in the transaction and the normal continual level of activities associated with ow-
nership have ceased;

• the amount of revenue can be reliably determined;

• it is likely that the economic benefits deriving from the sale will be enjoyed by the entity;

• the costs incurred or to be incurred can be reliably determined.

In the case of property sales, revenues are normally recognised when ownership changes hands, i.e. when the property is
deeded to the buyer. If the nature and extent of the seller's involvement are such that there is no de facto transfer of the risks
and rewards of ownership, revenue recognition is postponed until such transfer is deemed to have occurred.

Provision of services

Revenues from providing services are recognised only when the outcome of the transaction can be reliably estimated, with
reference to the stage of completion of the transaction at the reporting date. The outcome of a transaction can be reliably
estimated when all of the following conditions are met:
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• the amount of revenue can be reliably estimated; 
• it is likely that the entity will receive the economic benefits deriving from the transaction; 
• the degree of completion of the transaction at the reporting date can be reliably assessed; and
• the costs incurred for the transaction, or those still to be incurred to complete it, can be reliably measured. 

Interest

Interest is recognised on an accrual basis considering the effective yield of the asset or liability.

Dividends

Dividends are recognised when the shareholders are entitled to receive payment, which normally corresponds to the date of
the shareholders' meeting that approves the dividend distribution.

Dividends received from equity-accounted companies (associates and joint ventures) are recognised as a reduction in the
value of the investment. 

Earnings per share

Basic earnings per share are calculated by dividing consolidated net income (loss) by the weighted average number of ordi-
nary shares outstanding during the year. For the purposes of calculating diluted earnings per share, the weighted average
number of outstanding shares is adjusted for the effects of all potentially dilutive shares.

6.4. Financial risk management policies and additional disclosures on financial instruments

Aside from the elements already stated in the director’s report regarding the restructuring of debt, the Group's principal non-
derivative financial liabilities are bank loans, trade payables and other payables. 

The main purpose of these liabilities is to fund the Group's operating and investing activities.

The Group has financial receivables, trade receivables and other receivables, cash and cash equivalents and short-term
deposits which originate directly from its operating and investing activities. The Group also holds available-for-sale financial
assets and enters into derivative agreements for hedging purposes.

Financial risk management is an essential part of the activity of the Prelios Group.

The Group’s financial risk management policies aim for the partial hedging of currency risk and mitigation of exposure to
interest rates, also implemented through the use of selected derivative financial instruments.

In particular, the management of said financial risks is carried out centrally on the basis of guidelines established by the
Finance department, which aim to assure Group management that activities entailing financial risk are governed by
appropriate policies and procedures and that financial risks are identified, evaluated and managed in compliance with the
Group's attitude towards risk. Under these guidelines, the Group uses derivatives to hedge underlying financial assets or
liabilities or future transactions.

Financial risks are managed centrally by the Finance & Treasury Unit, which has the task of assessing risks and proposing any
hedging strategies and arranging hedges shared with Group management. 

The Finance & Treasury Unit operates directly on the market and coordinates the activities of subsidiaries and monitors those
of associates and joint ventures on a quarterly basis, in order to propose to the board of directors managed initiatives and
instruments for the appropriate decisions.

In particular:

• it defines the level of hedging of floating-rate debt (with derivatives) on preparing the management plan and/or when
significant changes occur (i.e. changes in the macroeconomic situation, significant changes in interest rates) which
determine a review;

• it negotiates corporate loan facilities with banks on the basis of the indications laid down by the management. 
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Types of financial risks

In carrying out its normal operating activities, the Group is exposed to the following financial risks:

− currency risk: deriving from the variation in exchange rates related to financial assets originated and financial liabilities as-
sumed;

− interest rate risk: deriving from the variation in interest rates related to financial assets originated and financial liabilities as-
sumed;

− price risk associated to financial assets: deriving from the variation in market prices related to financial assets originated
and financial liabilities assumed;

− credit risk: represented by the risk of non-fulfilment of obligations assumed by the counterparty in relation to uses of Group
liquidity;

− liquidity risk: related to the need to meet short-term financial commitments.

Exposure to the various market risks is measured, as set out in IFRS 7, using sensitivity analysis, which highlight the effects
of a variation in the significant variables in the different markets on income and expenses from financial operations and direc-
tly on equity. 
The sensitivity analysis was conducted on the basis of the following hypotheses and assumptions:
• the sensitivity analyses were carried out by applying variations that are reasonably likely in the relevant risk variables to fi-

nancial statement figures as at December 31, 2012, assuming that said values are representatives of the entire year;
• the changes in the value of the financial instruments designated in a cash flow hedge relationship, brought about by chan-

ges in interest rates, have an impact on the level of debt and on equity and, therefore, are taken into consideration in the
present analysis;

• the changes in value, brought about by changes in interest rates, floating rate financial instruments, other than derivatives,
which are not part of a cash flow hedge relationship, have an impact on financial income and expenses in the year; the-
refore, these are taken into consideration in the present analysis;

The management policies and sensitivity analysis regarding the aforementioned financial risks for the Prelios Group are de-
scribed below.

Currency risk

Currency risk is the risk that the fair value or the future cash flows of a financial asset or liability change following fluctuations
of exchange rates. The Group’s exposure to the risk of interest rate fluctuations mainly concerns its operating activities (tran-
saction currency risk) and its net investments in foreign subsidiaries (translation currency risk).

a) transaction currency risk

The Group is active internationally in Europe and has a minimal exposure to transaction currency risk arising from positions in
currencies other the euro, mainly the Polish zloty. Changes in exchange rates thus produce no significant effects on the in-
come statement.

This risk relates exclusively to shareholders’ loans given to joint ventures for real estate projects in Poland. It is managed by
the Group Finance & Treasury Unit, which is responsible for assessing and managing the net currency position in accordan-
ce with established guidelines and policies, by entering into derivative hedging contracts, usually of the forward rate kind.

At December 31, 2012 the Group had around 20.6 million euro in forward agreements relating to loans to shareholders in
Polish joint ventures and about 3.7 million euro in forward agreements relating to a loan to Prelios S.p.A. from Prelios Polska
S.p.zo.o.. Although these forwards had been taken out for hedging purposes, they did not qualify for hedge accounting under
IAS 39.

The net impact of currency items on the income statement as at December 31, 2012 was a negative one of around 0.4 mil-
lion euro, including costs recorded on currency hedges in place as at December 31, 2012.

The Group's exposure to exchange rate fluctuation for all other currencies is immaterial and, therefore, is not subject to sen-
sitivity analysis.
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b) translation currency risk

The Prelios Group has only one controlling interest in a company which prepares its financial statements in a currency other
than the euro (zloty), the Group's reporting currency. This exposes the Group to a limited translation currency risk, generated
by fluctuations in zloty exchange rates against the consolidating currency (euro) which produce changes in the value of con-
solidated equity.

The main exposures to translation currency risk are carefully monitored and up until now the Group has decided not to hedge
this exposure.

Total consolidated equity is mainly expressed in euro, meaning that a hypothetical appreciation/depreciation of these curren-
cies against the euro would not have a significant impact on total consolidated equity.

Interest rate risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial asset or liability will fluctuate because of chan-
ges in market interest rates. The Group's exposure to the risk of fluctuations in market interest rates is primarily on its long-
term floating-rate debt.

The Finance & Treasury Unit receives from an external consultant of recognised professionalism an estimate of the impact pro-
duced by changes in the interest rate curve on the value of derivatives (Mark to Market).

As the parent company's and the subsidiaries' debt is almost entirely at floating rate, the Finance & Treasury Unit manages
the risk of interest rate rises first by offsetting it against floating-rate financial assets and then, for the remainder, by possible
hedging with derivatives. 

As regards associates and joint ventures the floating-rate debt hedging policy is defined during negotiations in agreement with
partners in investment initiatives and lending institutions.

The Finance & Treasury Unit monitors these hedging instruments regularly in accordance with the guidelines of the existing
management mandate and, if necessary, proposes possible corrective actions to the decision-making bodies. 

Although such derivatives are solely for hedging purposes, their designation as hedging instruments for the purposes of IAS
39 is decided by the Finance & Treasury Unit according to whether or not they meet the IAS 39 requirements.

To determine the amount of unhedged debt, the Finance & Treasury Unit uses the information made available by the
Administration and Financial Statements Unit on net financial position and on the debts of investee companies.

The impact on net income and total equity of a 0.10% simulated increase or decrease for a year in the interest rates to which
the Prelios Group is exposed is as follows, assuming all other conditions remain equal:

in thousands of euro 0,10% –0,10%

December December December December
31, 2012 31, 2011 31, 2012 31, 2011

Impact on net income

– companies consolidated line-by-line 112 (103) (112) 103

– companies accounted for using the equity method (819) (783) 843 799

Total impact on net income (707) (885) 731 902

Impact on equity

– companies consolidated line-by-line 112 (103) (112) 103

– companies accounted for using the equity method (456) (212) 547 374

Total impact on equity (344) (315) 435 477

For the purpose of the sensitivity analysis, it should be noted that the exposure to the variability in corporate debt rates was
calculated by taking into consideration the hedging provided by derivative contracts on a notional value of 170 million euro.
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As regards the analysis of corporate debt, it should be pointed out, however, that since the current financial structure and the
forecasts developed up until today show an inability to generate, through ordinary operations, cash flows sufficient to cover
commitments to the lending banks, in the absence of a review of the financial structure and a restructuring of the associated
debt with the agreement of all lenders, on December 28, 2012, Prelios and the lending banks reached an agreement for the
deferment of the maturities set forth in the Club Deal Loan Agreement, as comprehensively detailed in the director’s report on
operations.

This simulation is performed, for the subsequent financial year, taking into consideration the fixing of the first reference quar-
ter and the first reference half (after checking with the Administration and Financial Statements Unit) with simulations for the
subsequent three quarters and subsequent half of the financial year.

The simulation includes the effect on (i) financial income/expenses of floating-rate payables and receivables, (ii) expenses/in-
come from interest rate derivatives, (iii) changes in the fair value of interest rate derivatives; they are calculated in terms of net
income both for subsidiaries and for the results of investments in associates and joint ventures.

These effects refer not only to companies consolidated line-by-line but also those accounted for using the equity method, on
the basis of the Prelios Group's interest therein.

The direct impact on equity is linked to changes in the fair value of derivatives in cash flow hedges, by virtue of the applica-
tion of international accounting standards that govern hedge accounting, which require the fair value valuation (mark to mar-
ket) of said instruments to be allocated to a special equity reserve. 

Price risk associated with financial assets

Price risk consists of the possibility that the value of a financial asset or liability will change following fluctuations in market pri-
ces (other than those related to exchange rates and interest rates), either when such changes arise from specific features of
the financial asset or liability or of the issuer of the financial liability, or when such changes arise from market factors.

Specifically, the Prelios Group is exposed to credit risk owing only to the volatility of the real estate funds in which it invests li-
sted on the Milan Stock Exchange and on unlisted closed-end real estate funds classified in the consolidated financial state-
ments as “available-for-sale financial assets” or “equity investments held for sale”, whose change in fair value is recognised
respectively in equity or in profit or loss. All other conditions being equal, a hypothetical 5% increase or decrease in the above
parameters would not have a material impact on Group equity. 

Credit risk

The Group's exposure to credit risk is represented by its exposure to potential losses arising from the failure of both trade and
financial counterparties to discharge their obligations. This risk derives mainly from economic-financial factors, i.e. the possi-
bility of counterparty default.

The Group is exposed to credit risk from its operating activities (especially for trade receivables, credit notes and non-perfor-
ming loans) and from its financing activities.

For the purpose of limiting this risk where trade counterparties are concerned, the Group has procedures for evaluating cu-
stomer potential and financial solidity, as well as for monitoring by the Group Credit Manager of expected receipts and credit
recovery actions. The Credit Manager analyses past-due and due receivables which are written down according to the
Group's policies. Receivables written down include both significant single positions subject to individual impairment based on
particular risk elements, and positions with characteristics similar from the point of view of credit risk grouped together and
written down on a collective basis, in relation to the estimated average non-collectability.

These procedures have the goal of establishing customer credit limits, which once exceeded usually result in a suspension of
further sales.

As for financial counterparties used for managing temporarily surplus cash or for negotiating derivatives, the Group only uses
the services of high credit-rated institutions.

The Group does not have significant concentrations of credit risk with respect to customers (investment companies and funds)
in the real estate sector.

Information on the maximum exposure to credit risk, represented by the gross value of receivables, is contained in the follo-
wing explanatory notes relating to trade receivables and other receivables respectively.
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Liquidity risk

Liquidity risk is strictly related and constantly monitored in relation to the demands of the Group, as regards the initiatives tar-
geted at strengthening the Group’s equity and financial structure. 

Since the current financial structure and the forecasts developed up until today show an inability to generate, through ordi-
nary operations, cash flows sufficient to cover commitments to the lending banks, in the absence of a review of the financial
structure and a restructuring of the associated debt with the agreement of all lenders, on December 28, 2012, Prelios and the
lending banks reached an agreement for the deferment of the maturities set forth in the Club Deal Loan Agreement. Based
on said agreement, the lending banks granted Prelios a further deferment of the payment obligations to the earliest date bet-
ween (a) March 31, 2013 and (b) the date on which the transaction is carried out or on which negotiations between Feidos
and Prelios are terminated, in order to allow said entity to fulfil its commitments in consideration of the expected completion
of the transaction.

In said scenario, therefore, it is reasonably expected that the debt restructuring transaction will be implemented as well as the
recapitalisation as indicated in paragraph 6.2.

In ordinary operations, liquidity risk is the risk that available financial resources will be insufficient for meeting financial and trade
obligations in the agreed manner on the agreed due date. Failure to observe the deadlines of financial schedules may entail
infringement of certain banking covenants, consequently giving counterparties the right to demand early repayment of the
debt.

The principal instruments used by the Group for managing liquidity risk are multi-year and annual financial plans and short-
term treasury plans, which allow incoming and outgoing cash flows to be fully and properly identified and measured. Any dif-
ferences between actual and plan figures are constantly analysed.

This risk is managed by the Finance & Treasury Unit which maintains an adequate level of cash and/or easily cashable short-
term instruments and/or available funds obtainable through an adequate amount of credit facilities. 

Bank relationships are negotiated centrally in order to ensure that short and medium-term financial needs are satisfied at the
lowest possible cost.

Financial resources, in particular receipt and payment flows, are instead managed in the individual countries so as to limit li-
quidity risk and non-compliance with the various local currency and tax regulations. 

Excluding the credit line granted by Banca Intesa, usable under certain conditions, as at December 31, 2012, 100% of exi-
sting credit facilities in cash were drawn down. 

On the basis of the accounting data, the Finance & Treasury Unit prepares a statement showing the due dates of financial lia-
bilities, limited to the exposures of companies consolidated line-by-line (within 1 year, between 1 and 2 years, between 2 and
5 years, over 5 years), estimating the interest to be paid with reference to outstanding nominal debts.

The due dates of financial liabilities, relating to exposures of companies consolidated line-by-line, are as follows at December
31, 2012:

Carrying Contractual Within 1 year Between 1 Between 2 Over

amount cash flows and 2 years and 5 years 5 years 

Bank borrowings and payables
to other financial institutions 565,732 660,382 179,890 287,757 190,535 2,200 

Trade payables 49,375 49,375 49,375 – – – 

Other payables 65,036 65,036 64,060 64 153 759 

Total 680,143 774,793 293,325 287,821 190,688 2,959
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Financial liabilities at December 31, 2011 are analysed by due date as follows:

Carrying Contractual Within 1 year Between 1 Between 2 Over
amount cash flows and 2 years and 5 years 5 years 

Bank borrowings and payables
to other financial institutions 525,760 681,425 80,907 107,659 324,538 168,321 

Trade payables 74,852 74,852 74,852 – – –

Other payables 65,993 65,993 62,144 75 353 3,421 

Total 666,605 822,270 217,903 107,734 324,891 171,742

Trade payables include the portion of payables to third parties past due for more than 90 days for an amount at December
31, 2012 of approximately 1.1 million euro. 

Additional disclosures on financial instruments

Classes of financial assets and liabilities

In order to complete the analyses required by IFRS 7, the following table presents the carrying amount of every class of fi-
nancial asset and liability identified by the IFRSs, with an indication of the accounting policies applied:

Note 12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Financial assets at amortised cost

Other financial assets 4 193 193 – 193 193 – 

Loans and receivables

Trade receivables 6 63,891 – 63,891 78,074 – 78,074 

Other receivables 7 249,496 213,579 35,917 365,347 319,359 45,988 

Cash and cash equivalents 10 45,090 – 45,090 37,684 – 37,684 

Available-for-sale financial assets

Other financial assets 4 12,931 12,931 – 17,933 17,933 – 

Tied deposits

Other financial assets 4 3,453 3,453 – 6,580 6,580 – 

TOTAL FINANCIAL ASSETS 375,054 230,156 144,898 505,811 344,065 161,746 

Note 12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Financial assets at amortised cost

Bank borrowings and payables
to other financial institut 15 565,732 420,993 144,739 525,760 488,802 36,958 

Trae payables 16 49,375 – 49,375 74,852 – 74,852 

Other payables 17 65,036 976 64,060 65,993 3,849 62,144

Hedging instruments

Derivative financial instruments 21 2,526 – 2,526 – – –

TOTAL FINANCIAL LIABILITIES 682,669 421,969 260,700 666,605 492,651 173,954

CONSOLIDATED FINANCIAL STATEMENT AS AT DECEMBER 31, 2012 EXPLANATORY NOTES | PRELIOS GROUP | ANNUAL FINANCIAL REPORT 2012

97

067-154.qxp:Layout 1  3-05-2013  16:36  Pagina 97



Fair value hierarchy

IFRS 7 requires financial instruments measured at fair value to be classified using a fair value hierarchy that reflects the signi-
ficance of the inputs used in making the measurements. The fair value hierarchy has the following levels:

− Level 1 - determination of the fair value based on prices quoted on active markets for identical assets or liabilities;

− Level 2 - determination of the fair value based on inputs other than quoted prices included within Level 1 that are directly
(i.e. as prices) or indirectly (i.e. derived from prices) observable;

− Level 3 - determination of the fair value based on valuation models whose inputs are not based on observable market
data. 

The following table shows assets and liabilities carried at fair value at December 31, 2012, divided into the three levels defi-
ned above:

Note Carrying LEVEL 1 LEVEL 2 LEVEL 3
amount at

12.31.2012

FINANCIAL ASSETS

Available-for-sale financial assets 2 12,931 2,055 9,866 1,010 

– investments in other companies 2 1,010 – – 1,010 

– closed-end real estate funds 2 11,921 2,055 9,866 –

FINANCIAL LIABILITIES

Hedging instruments

Derivative financial instruments 21 – – 2,526 – 

During 2012, as in the comparative period, there were no transfers between fair value hierarchical levels, or changes in the al-
location of financial assets entailing a different classification of the said assets.

The table below shows the changes that occurred in level 3 during 2012:

Opening balance 01.01.2012 2.661 

Decreases (509) 

Write-downs (1,142) 

Closing balance 12.31.2012 1,010 

During the year there were no transfers from Level 3 to other levels or vice versa.
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6.5. Capital management policy 

As detailed in the director’s report on operations, in order to boost industrial development prospects, strengthen equity and
rebalance the general financial structure, in 2012, the company implemented initiatives targeted at attracting, also by means
of competitive processes, third party investors and potential industrial partners. In said context, the main indicators used by
the Group in the past to manage capital (ROE, Gearing and Net Financial Position) will reassume significance only on com-
pletion of the aforementioned extraordinary transaction.

6.6. Accounting estimates and assumptions

Preparation of the consolidated financial statements requires management to make estimates and assumptions which, in
some cases, are based on difficult, subjective judgements and past experience, and assumptions thought to be reasonable
and realistic according to the circumstances, with particular reference to forecasts regarding timing and the values of the tran-
sfers set forth in company plans.

The reliability of such estimates has an effect on adoption of the going concern assumption in preparing the financial state-
ments, on the values of balance-sheet assets and liabilities and on the disclosure of contingent assets and liabilities at the re-
porting date, as well as on the amount of revenues and costs in the reference period. Actual results could therefore differ from
such estimates. The estimates and assumptions are regularly reviewed and the effects of any change are reflected in the in-
come statement of the period of the change if the change affects that period only, or also in future periods if the change af-
fects both the current and future periods.

On this point it must be noted that the situation caused by the current economic and financial crisis has made it necessary
to make assumptions regarding a highly uncertain future, in which actual results in the next year may differ from the estima-
tes, thus involving adjustments, even significant ones, to the carrying amount of the items concerned and which cannot be
currently estimated or predicted. 

The estimates and assumptions required of the management mainly regard:

• assessment of the recoverability of intangible assets and defining their useful lives;

• valuation of the investments in associates and joint ventures, and assessment of the recoverability of financial receivables
that such companies might owe;

• determination of the fair value of properties and the realisable value of inventories;

• estimation of the potential liabilities for outstanding legal and tax disputes as described in more detail in paragraphs 8.8
and 8.12 of the report on operations;

• quantification of the impairment of receivables (particularly with reference to determining the amortised cost of non-per-
forming receivables), financial assets and the estimation of the liabilities deemed likely and recorded under provisions for
future risks and expenses;

• estimates and assumptions on the recoverability of deferred tax assets.

Estimates and assumptions involving a significant risk of variation in the carrying amount of assets and liabilities mainly relate
to goodwill, the valuation of the property portfolio and the valuation of non-performing loans in relation to the effects this can
have on the value of investments in associates and joint ventures. In accordance with the accounting standards, the Group
must test its goodwill for impairment at least once a year, or whenever there are specific indications of impairment. The value
of the property portfolio is verified at least half-yearly on the basis of independent appraisals and the value of non-performing
loans is based on the periodic updating of estimated expected cash flows.

The values of assets relating to real estate portfolios and to non-performing loans, or to the value of the investments of pro-
prietary corporate vehicles, are measured on the basis of the respective appraisals or valuation models, in the assumption of
a process of development and sale on the market as part of a normal company cycle, only possible on completion of the debt
restructuring operation and ongoing capital strengthening, which will allow the Group to operate on the market in accordan-
ce with the objectives of maximising values in the medium-term, consistent with its plan and without, therefore, acting as a
forced seller with the goal of generating short-term cash flows.

The approval of the company’s strategic plan, also in view of extraordinary transactions, involved the need to verify, as at
September 30, 2012, the determination of the estimate of the values in use of goodwill booked to the financial statements.
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The results of the analysis conducted by management with the support of an independent expert determined an impairment
loss limited to around 2.5 million euro, relating solely to the Credit Servicing Cash Generating Unit, augmented by a further
0.9 million euro aligning the consolidated value of goodwill with the statutory one. Recoverable amounts are defined as the
higher of an asset's fair value, less costs to sell, and its “value in use”, with the exception of asset items which are expected
to be sold in the near future and the carrying amount of which has been aligned to the estimated selling price, if less.

At the close of the financial year as at December 31, 2012, management conducted an internal analysis on the deviation of
the short-term results with respect to the results forecast in the four-year plan, and asked the aforementioned independent
expert for support, also in terms of macro-analyses on the main external variables and on the structure of the cost of capital.
In line with the reference plans used, forming the basis of the valuation process developed by the independent expert, which
were approved at consolidated level by the Parent Company’s Board of Directors, as well as the different companies repre-
senting the main CGUs, the exclusion of indicators as such to make it necessary to update the impairment test conducted
on the situation as at September 30, 2012 came to light. 

With regard to the Highstreet investment, it should be recalled that it was involved in a major restructuring process from 2010
as part of the agreements reached with the tenant which entailed redefining investment management strategies, as well as
making new agreements with the banks that financed the venture. These agreements have, essentially, established a prefe-
rential claim over other creditors in the share-out of residual financial resources to shareholders, making it possible to foresee
a greater recovery of financial assets than with a pro-rata allocation of residual equity. The changed investment management
scenario, from an ongoing operating strategy to a strategy of exiting the initiative, therefore led, in accounting for it, starting
from financial year 2010, to ceasing to measure it with the equity method aimed at recognising pro-rata operating results,
which become, substantially, irrelevant for the purposes of measuring the net invested capital now limited only to the financial
receivable. This makes a measurement of the recoverability of the remaining financial receivable by analysing the cash flows
expected from termination of the joint venture, possible on completion of disposal of the Highstreet assets, more consistent
with the nature of the accounting item. This measurement of recoverability is based on estimated cash flows deriving from fu-
ture portfolio sales, which will depend on the actual realisation of sales within the prescribed terms; any different sales condi-
tions are capable of significantly affecting the value of the receivable recorded in the financial statements.

6.7. Seasonal trends

Revenues are not particularly influenced by seasonal trends.

6.8. Information on the Consolidated Balance Sheet and Consolidated Income Statement 

All figures are presented in thousands of euro, unless otherwise specified.

The following explanatory notes refer to the consolidated balance sheet and consolidated income statement found in sections
1 and 2.

ASSETS

Note 1. PROPERTY, PLANT AND EQUIPMENT

These amount to 1,615 thousand euro, a net decrease of 3,189 thousand euro since December 31, 2011, and are made up
as follows:

12.31.2012 12.31.2011

Historical Accumulated Net Historical Accumulated Net 
cost depreciation/ value cost depreciation/ value

impairment impairment

Buildings 1,000 (898) 102 6,290 (3,705) 2,585

Plant and machinery 1,716 (1,531) 185 2,277 (1,976) 301

Production and commercial equipment 282 (123) 159 115 (104) 11

Other assets, of which: 14,232 (13,063) 1,169 15,802 (13,895) 1,907

– vehicles 173 (173) – 336 (336) –

– furniture, office equipment and other 14,036 (12,890) 1,146 15,443 (13,559) 1,884

– works of art 23 – 23 23 – 23

Total 17,230 (15,615) 1,615 24,484 (19,680) 4,804

The following table shows movements in historical costs and accumulated depreciation as at December 31, 2012:
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Historical cost 12.31.2011 Change in consol. Increases Decreases 12.31.2012
area/other

Buildings 6,290 – 99 (5,389) 1,000

Plant and machinery 2,277 – 148 (709) 1,716

Production and commercial equipment 115 (7) 174 – 282

Other assets, of which: 15,802 (264) 471 (1,777) 14,232

– vehicles 336 – – (163) 173

– furniture, office equipment and other 15,443 (264) 471 (1,614) 14,036

– works of art 23 – – – 23

Total 24,484 (271) 892 (7,875) 17,230

Accumulated depreciation/impairment 12.31.2011 Change in consol. Depreciation/ Utilisations 12.31.2012 
area/other impairment

Buildings (3,705) – (294) 3,101 (898)

Plant and machinery (1,976) – (80) 525 (1,531)

Production and commercial equipment (104) 7 (26) – (123)

Other assets, of which: (13,895) 265 (516) 1,083 (13,063)

– vehicles (336) – – 163 (173)

– furniture, office equipment and other (13,559) 265 (516) 920 (12,890)

Total (19,680) 272 (916) 4,709 (15,615)

The significant decrease in 2012 is due essentially to the disposal of improvements and furniture relating to the Milan – HQ2
and Rome offices, and subsequent office move. It should also be noted that the furniture in the HQ2 building, as well as the
improvements made to said property, were transferred to Pirelli Tyre S.p.A. in November, for a consideration of 2,750 thou-
sand euro.

Furthermore, in June, a building used as a garage in Milan, owned by the Parent Company, was sold to third parties.

Note 2. INTANGIBLE ASSETS

These amount to 151,402 thousand euro, a net decrease of 6,009 thousand euro over December 31, 2011.

The changes which occurred during 2012 are as follows:

12.31.2011 Increases Write-downs Amortisation 12.31.2012

Concessions, licenses, trademarks and similar rights 7,750 15 (2,000) (381) 5,384

Applications software 1,532 784 – (1,066) 1,250

Goodwill 148,129 – (3,361) – 144,768

Total 157,411 799 (5,361) (1,447) 151,402

The impairment of 2,000 thousand euro refers to the concession granted by the Municipality of Milan to the subsidiary
Parcheggi Bicocca S.r.l. for managing car parks in the Bicocca area until 2032. 

This value was supported by the valuation conducted by an independent expert, which determined the value of the conces-
sions in a range defined using the “fair value scenario” approach, through the discounting of future cash flows that presuma-
bly will be generated by using the latter, taking into consideration ongoing disputes with the Municipality of Milan concerning

CONSOLIDATED FINANCIAL STATEMENT AS AT DECEMBER 31, 2012 EXPLANATORY NOTES | PRELIOS GROUP | ANNUAL FINANCIAL REPORT 2012

101

067-154.qxp:Layout 1  3-05-2013  16:36  Pagina 101



concessions for the management of parking areas: the assumptions forming the basis of the valuations therefore make pro-
vision for the cancellation of revenues from the management of street parking. 

Goodwill

Goodwill amounts to 144,768 thousand euro as at December 31, 2012, a reduction of 3,361 thousand euro compared to
December 31, 2011, in relation to the impairment loss of part of the goodwill recorded in the Credit Servicing CGU. 

For the purposes of impairment testing, goodwill is allocated to the cash-generating units shown in the table below, all be-
longing to the services platform: 

12.31.2012 12.31.2011 

ITALY 46,327 49,688 

Agency 5,815 5,815 

Credit Servicing 1,017 4,378 

Property 13,356 13,356 

Fund management 26,139 26,139 

GERMANY 95,184 95,184 

POLAND 3,257 3,257 

Total 144,768 148,129

The recoverable amount is the greater of the value in use and the fair value less costs to sell. IAS 36 does not require both
values to be estimated (both value in use and fair value less costs to sell). It is sufficient instead to ascertain that one of the
two values is higher than the carrying amount of the unit or group of units to which the goodwill is allocated, provided that a
reduction in value is not to be recognised. If there are corporate costs which cannot be re-allocated to the individual CGUs,
under the terms of IAS 36, the impairment test on goodwill must be carried out on two levels:

1. the first level test ascertains the recoverability of the goodwill values allocated to the individual CGUs to which goodwill is
allocated, where CGUs are defined as the smallest reporting unit that presents largely independent flows;

2. the second level test ascertains the recoverability of the total goodwill recognised in the Group's consolidated financial sta-
tements, considering also corporate costs not allocated to the individual CGUs.

The first level impairment test was carried out by comparing the value in use of the CGUs with their respective carrying
amounts. The value in use is calculated as the present value of projections of reasonable and sustainable results capable of
representing the best estimate of which top management is capable. In particular the value is the sum of the present value of
unlevered free cash flows expected over the period of the plan and the closing value, calculated projecting in perpetuity the
cash flow expected at the end of the plan.

In plans used, forming the basis of the valuation process developed by the independent expert, which were approved at con-
solidated level by the Parent Company’s Board of Directors, as well as the different companies representing the main CGUs.

IAS 36 permits realisation risks to be considered in the plan both adjusting downwards the expected average flows, and ad-
justing upwards the discount rate. 

The value in use of the cash generating units was estimated by an independent external expert as at September 30, 2012, in
relation to the approval of the new 2013-2016 Plan. The expert recorded that the main assumptions on which the 2013-2016
Plan of the domestic CGUs is based (2) concern the recovery of the real estate market and related services from the second
half of 2014. In order to limit the risks implicit in using a four-year plan, the estimate of the recoverable value for all domestic
entities and for Poland is based solely on the first three years of the 2013-2015 Plan, also for the purpose of consistency with
the impairment analysis conducted as at December 31, 2011, by using the Group’s WACC as the discount rate.

The key variables, on which the cash flows used in estimating the value in use are based, are illustrated in the following table:
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Cash Generating Unit Key variables Exogenous variables

ITALY Recovery of real estate market
in the second half of 2014

Agency Intermediary volumes - non-captive - market fee dynamics -
incl/volumes linked to the disbursement of loans

Credit Servicing Collection volumes - loan management fee dynamic -
new business development

Property Development of business with clients outside of the Group

Fund management Disposal of public assets - Assets Under Management volumes -
market fees

GERMANY Realisation of growth through third-party channels - 
maintenance of services on the existing portfolio

POLAND Realisation of development of third party channel

The capital cost configuration used is the weighted average cost of capital (WACC) of the Prelios Group, calculated on the
basis of the most recent market information. The cost of capital was estimated for domestic entities and for Poland at 9.84%
post-tax, while for the German CGU the lower country risk of Germany was taken into account (WACC = 8.04%).
The estimate of the cost of own resources is based on the CAPM, assuming the following parameters:
• risk free rate = 5.78% Italy and Poland; 1.91% Germany;
• beta = 1.372
• market risk premium = 5%.
The cost of borrowing before tax was assumed to be 10.22% (= 7.41% post-tax). The normal financial structure was set at
54% for the debt component and 46% for the equity component.
The growth rate g was taken as 0 for all CGUs except for:
• the German CGU where a growth rate g of 1% was assumed, in relation to the growth expectations of the country;
• the Credit Servicing CGU for which a negative growth rate of 1% was assumed, in keeping with the long-term prospects

of the business.
The post-tax discount rates adopted for each CGU are detailed in the table below:

Cash Generating Unit Discount rate post-tax Growth

2011 2012
rate g

ITALY

Agency 9,21% 9,84% 0,00%

Credit Servicing 9,21% 9,84% –1,00%

Property 9,21% 9,84% 0,00%

Fund management 9,21% 9,84% 0,00%

GERMANY 7,98% 8,04% 1,00%

POLAND 9,21% 9,84% 0,00%

The following table shows the respective pre-tax discount rates:

Cash Generating Unit Discount rate
pre-tax

ITALY

Agency 14,10%

Credit Servicing 18,95%

Property 14,61%

Fund management 14,92%

GERMANY 10,85%

POLAND 11,81%
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For the Credit Servicing CGU, the recoverable value is 2,450 thousand euro below the carrying amount, augmented by 911
thousand euro due to the result of the sensitivity analysis conducted at the end of the reporting period, as better detailed
below. For the remaining CGUs the recoverable value is more than the associated carrying amount.

The table below presents a sensitivity analysis which indicates the increase in the discount rate (or the reduction in the growth
rate g) which would cause each CGU to have a recoverable value equal to the carrying amount.

Cash Generating Unit Increases discount Decreases
rate post-tax growth rate g

ITALY

Agency 8,01% >10%

Credit Servicing n.s. n.s.

Property >10% >10%

Fund management 3,13% 4,72%

GERMANY 0,46% 0,62%

POLAND 0,37% 0,50%

The second level impairment test was performed on the equity side, checking that the recoverable value of the equity (the
Group's share) was more than the consolidated equity (the Group's share). The equity value was calculated with the sum of
the parts (SOTP) method adding together:

• (+) The enterprise value of the CGUs relating to the services business, each assessed separately;

• (+) the other assets to which goodwill is not allocated;

• (–) present value of the holding's costs;

• (–) net financial debt;

• (–) funds assimilable to debt;

• (–) present value of minorities.

The Company’s management also assessed the results of the impairment test carried out on September 30, 2012, and
reconsidered the assumptions as at December 31, 2012 on the basis of the terms, highlighted in the agreements signed with
new investors, banks and parties in the agreement, under which the financial restructuring and ongoing recapitalisation will be
carried out. In particular, this analysis took into consideration the following events after the date of the last impairment test
carried out by the independent assessor:

− interest rate changes: the independent expert formally confirmed the absence of elements capable of modifying the WACC
used in the test as at September 30;

− the valuations performed by the new investor used a pre-money equity value of 50 million euro as a reference, an amount
resulting from a bargaining process that involved several factors aside from solely the market valuation of the assets and,
therefore, cannot be considered as an indicator of potential impairment. However, the contents of the transaction
formalised at present are essentially consistent with the elements already noted at the time the test was carried out on
September 30, 2012; in addition, the stock market reacted positively to the communication of said elements included in
the Framework Agreement with the investor in December 2012;

− subsidiaries reported final results as at December 31, 2012 in line with the plans used for the impairment testing as at
September 30, 2012, with the exception of the Agency CGU, which, however, confirmed its plan, attributing the failure to
reach 2012 objectives to temporary situations;

− management saw fit to confirm the plan of subsidiary Prelios Credit Servicing S.p.A., even in light of the “Head of Terms”
with partner Credit Agricole highlighted in the report on operations which envisaged the gradual loss of some important
special servicing mandates, assuming the replacement of the associated economic components with other assignments
to be acquired from banks that will become Prelios shareholders. At consolidated level, however, a sensitivity analysis was
prudentially carried out which, given the same cash flows approved by the CGU, assumed a new higher risk factor related
to the lower degree of certainty regarding new revenues with respect to the mandates already in force and, consequently,
an adjustment to the associated goodwill was accounted for, as already detailed, amounting to 911 thousand euro.
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Note 3. INVESTMENTS

Equity investments in associates and joint ventures are accounted for using the equity method and amount to 236,770 thou-
sand euro, a net decrease of 90,266 thousand euro since December 31, 2011.
Movements during the year are as follows:

01.01.2012/12.31.2012 01.01.2011/12.31.2011 

Total Associates Joint ventures Held for sale Total Associates Joint ventures Held for sale 

Opening balance 327,036 65,713 254,158 7,165 409,274 106,056 303,218 0

Acquisitions, changes in share
capital amd reserves/other 17,348 73 17,275 – 23,398 28 23,370 –

Share of other components
recognised in equity 1,587 179 1,408 – 31,607 239 31,368 – 

Reclassifications/Other
movements – – – – 7,949 (19,730) 7,949 19,730 

Distribution of dividends
and reserves (10,945) (1,329) (9,023) (593) (51,091) (10,306) (40,785) –

Disposals and liquidations (7,333) (3,713) (3,620) – (2,207) – (1,012) (1,195)

Net profit share/impairment (147,186) (7,286) (139,900) – (173,335) (10,584) (162,751) –

Fare value adjustment (3,201) – – (3,201) (11,370) – – (11,370)

Net (increase)/decrease in
financial receivables 63,787 (10) 63,797 – 94,366 1 94,365 – 

Changes in provision for
future risks and expenses (4,323) (2) (4,321) – (1,555) 9 (1,564) 

Closing balance 236,770 53,625 179,774 3,371 327,036 65,713 254,158 7,165

The changes in the item under discussion are attributable mainly to the final result of the investees, a negative total of 147,186
thousand euro, distributions of dividends and reserves and changes occurring in other components recognised directly in
equity, in particular in the cash flow hedging reserve. The final result of the investees also includes a pro-rata net negative ef-
fect for the Prelios Group of 78.2 million euro deriving from property write-downs.

The item “Net (increase)/decrease in financial receivables” includes in the period under discussion the decrease in net finan-
cial receivables owed by associates and joint ventures in relation to the portions of losses made by the same exceeding the
carrying amounts of the investments. 

Changes in provisions for future risks and expenses include, where there is a legal or constructive obligation, provisions for
making good the losses of associates and joint ventures in excess of their carrying amounts plus any financial receivables
owed by such companies.

It should be noted that investments “held for sale” refer exclusively to the portion of the Olinda fund held by Prelios Netherlands
B.V., because the Group believes it can recover the related carrying amount essentially through a sale operation, which is ex-
pected to be completed in the near future, in line with market conditions. As such the same was measured at the lower of
carrying amount and fair value less costs to sell, represented by stock market prices.

The locked-up portion of the Olinda fund held by Prelios Società di Gestione del Risparmio S.p.A., instead, is still recognised
in equity investments in associates and measured with the equity method in virtue of the significant influence exercised over
the fund.

In accordance with the disclosure requirements of IAS 28 (associates) and IAS 31 (joint ventures), the financial and economic
data included at 100% in the consolidated financial statements of associates and joint ventures are summarised below.
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Associates joint ventures

Non-current assets 289,023 2,344,687 

Current assets 607,020 4,695,887 

Non-current liabilities 471,598 4,745,754 

Current liabilities 34,794 1,870,445 

Revenues from sales and services 52,778 665,302 

Operating costs (78,610) (916,896) 

Net income (loss) (38,179) (382,040) 

It should be noted, finally, that there is a lien for 68,634 thousand euro over shares in associates and joint ventures.

Note 4. OTHER FINANCIAL ASSETS

These amount to 16,577 thousand euro, a net decrease of 8,129 thousand euro over December 31, 2011. They are com-
posed as follows:

12.31.2012 12.31.2011

Available-for-sale financial assets at fair value through equity 12,931 17,933 

Closed-end real estate funds 11,921 15,272 

Investments in other companies 1,010 2,661 

Other financial assets at amortised cost 193 193 

Junior notes 193 193 

Tied deposits 3,453 6,580

Total 16,577 24,706

4.1 Closed-end real estate funds

These show the following movements at December 31, 2012:

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Opening balance 15,272 16,855 

Increases 1,000 1,010

Decreases/Equity distribution (535) (304) 

Fair value adjustment (3,827) (2,289) 

Profits on disposal 11 – 

Closing balance 11,921 15,272 

of which:

Cloe Fondo Uffici 7,469 9,398 

Tecla Fondo Uffici 2,055 3,957

Fondo Enasarco Uno 1,460 749 

Fondo Federale Immobiliare di Lombardia 937 943 

Fedora – 225 

The item was adjusted downwards by 3,827 thousand euro to account for changes in the fair value of real estate fund units.
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This reduction was recognised in equity, because it was considered insignificant or temporary, both for the portion in the pe-
riod and the accumulated total as at December 31, 2012.

During the year under review, Prelios Netherlands B.V. sold its stake in the Fedora Fund, generating a capital gain of 11 thou-
sand euro.

4.2 Investments in other companies

The item amounts to 1,010 thousand euro, marking a decrease of 1,651 thousand euro compared to the previous year, at-
tributable to the fair value adjustment of the investment held in AVW Assekuranzvermittlung der Wohnungswirtschaft GmbH
& Co KG (1,142 thousand euro) and the sale of stakes held in the company WoWi Media GmbH & Co. KG by Prelios
Netherland B.V. (414 thousand euro).

4.3 Other financial assets at amortised cost

The item “Junior notes”, recognised for a total of 193 thousand euro at December 31, 2012, consists entirely of a deferred
redemption amount relating to the securitisation of a non-performing loan portfolio of the company Cairoli Finance S.r.l.. 

4.4 Tied deposits

This item comprises cash and cash equivalents not freely usable by the Group in the short term.

In particular 2,653 thousand euro relates to amounts tied by the parent company following guarantees granted to the pur-
chaser of the operating company Rinascente S.r.l.. 

As at December 31, 2011 the item also included 3,721 thousand euro to cash received following distribution of capital
amounts of the associate Spazio Investment N.V., tied to deal with the possible need to recapitalise the company. The re-
striction ended in the first quarter of 2012.

Note 5. DEFERRED TAX ASSETS AND DEFERRED TAX PROVISION

They are composed as follows:

12.31.2012 12.31.2011

Deferred tax assets 24,325 26,407 

Deferred tax provision (2,495) (2,243)

Total 21,830 24,164

Deferred tax assets and liabilities are accounted for, when the conditions are met, taking into account offsetting between legal
entities; the breakdown of the same including offsets made is as follows:

12.31.2012 12.31.2011

Deferred tax assets 27,108 29,074 

Deferred tax provision (5,278) (4,910) 

Total 21,830 24,164

Deferred tax assets, measured in the assumption of a likely sale and tax recoverability, also taking into account the Group’s
four-year plan, relate mainly to recognition of tax effects associated with allocations to the provisions for risks and inventory
write-downs, the consolidated accounts, and to tax losses that can be carried forward and, lastly, to further temporary tax re-
bates. This valuation takes into consideration the intention of consolidating company Prelios S.p.A., in view of a continuation
of said tax system, to renew the tax consolidation system of the Prelios Group also for the 2013-2015 three-year period with
its subsidiaries that meet the legal requirements.
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The statement presented below details the movements that occurred during financial year 2012 in the balance of deferred tax
assets: 

Description 12.31.2011 Additions Utilisations Other movements 12.31.2012

Provision for future risks and expenses 7,370 1,188 (1,320) (12) 7,226 

Inventories write-down 5,276 – (305) – 4,971 

Recoverable tax losses 6,366 59 (2,543) – 3,882 

Amortisation and depreciation 1,908 121 (92) – 1,937 

Fair value adjustment of fund units held and
derivative instruments 202 695 – 933 1,830 

Completion costs 1,673 1,534 (1,675) 1 1,533 

Actuarial adjustment employee benefit obligations 87 19 (10) 1,118 1,214

Intragroup transactions 2,107 – (802) (563) 742 

Invoices receivable 741 242 (702) 20 301 

Allowance for doubful accounts 525 – (264) 3 264 

Other* 2,819 2,473 (2,081) (3) 3,208 

Total 29,074 6,331 (9,794) 1,497 27,108 

(*) includes deferred tax assets on legal costs, directors’ fee, statutory auditors’ fees, IAS adjustments etc:

The “Other movements” column mainly includes deferred tax assets recorded as a contra-item in equity relating, in particular,
to fair value adjustments accumulated in previous years on valuations of the shares held in the real estate funds described
above (522 thousand euro), as well as the recognition of actuarial gains/losses on employee benefit obligations (548 thousand
euro).

The temporary differences giving rise to the deferred tax liabilities at December 31, 2012 are detailed in the table below:

Description 12.31.2011 Additions Utilisations Other movements 12.31.2012

Amortisation of goodwill 4,174 406 – – 4,580

Actuarial adjustment employee benefit obligations 392 5 (3) (145) 249

Other 344 270 (46) (119) 449

TOTAL 4,910 681 (49) (264) 5,278

During 2012 a total of 145 thousand euro in deferred taxes were reversed through equity in relation to the recognition of actua-
rial gains/losses on employee benefit obligations, while 530 thousand euro in deferred taxes were recognised through equity for
fair value adjustments to available-for-sale financial assets.

Retained tax losses for which no deferred tax assets have been recognised are analysed by expiry date as follows: 

Description 12.31.2012

Unlimited losses - partially repayable * 70,810 

Unlimited losses ** 19 

Unlimited Losses Prelios Deutschland GmbH 41,055 

Group Tax Losses - 2010* 6,344 

Group Tax Losses - 2011* 13,479 

Group Tax Losses - 2012* 28,684 

Total 160,391 

(*) This refers to losses, can be declared and used without limits up to 80% of income.

(**) This refers to losses seen in the first three periods and which can be declares and used without limits up to 100% of income.
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The decision was taken not to recognise deferred tax assets on most of the tax losses that can be carried forward, in part re-
lating to periods prior to tax consolidation under the parent company Prelios S.p.A. and, therefore, recoverable by the re-
spective legal entities that had generated them.

The unrecognised deferred tax assets for the above tax losses would amount to 39,313 thousand euro (33,797 thousand euro
at December 31, 2011).

Note 6. TRADE RECEIVABLES

Trade receivables amount to 63,891 thousand, a decrease of 14,183 thousand euro compared with December 31, 2011.

12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Trade receivables from associates 1,970 – 1,970 1,835 – 1,835 

Trade receivables from joint ventures and
other Prelios Group companies 62,434 – 62,434 64,667 – 64,667 

Trade receivables from other related parties 563 – 563 547 – 547 

Trade receivables from third parties 23,924 – 23,924 55,760 – 55,760 

Receivables for contracts 40 – 40 – – – 

Total gross trade receivables 88,931 – 88,931 122,809 – 122,809 

Allowance for doubtful accounts (25,040) – (25,040) (44,735) – (44,735) 

Total 63,891 0 63,891 78,074 0 78,074

Trade receivables mainly refer to contracts for the provision of fund & asset management services (real estate and non-per-
forming loans) and technical and commercial services.

Services provided to Prelios Group companies were supplied under the same terms and conditions as those applied to third
parties.

Trade receivables from other related parties mainly refer to recovery of various kinds of costs. 

Out of total gross trade receivables of 88,931 thousand euro (122,809 thousand at December 31, 2011), 57,882 thousand
euro are past due (88,405 thousand euro at December 31, 2011), of which 40,584 thousand euro for more than a year, main-
ly relating to investment companies and funds in which the Group invests with qualified minority shares.

Past due receivables registered, as at December 31, 2012, a lower incidence on the total with respect to the close of the pre-
vious year (65% compared to 72%), and in particular, the weight of receivables past due by more than one year fell. 

Against gross other receivables, there are provisions for impairment of 25,040 thousand euro (44,735 thousand euro at
December 31, 2011), which adjust their face value to their presumed realisable value. 

Receivables past due and falling due have been written down using the Group's policies described in the earlier paragraph
on credit risk management included in “Financial risk management policies”.

Receivables written down include both significant single positions subject to individual impairment based on particular risk ele-
ments, and positions with characteristics similar from the point of view of credit risk grouped together and written down on a
collective basis.

Allocations to the allowance for doubtful accounts are made specifically on credit positions that present particular risk ele-
ments. By contrast, on credit positions that do not present these characteristics, allocations are made on the basis of the esti-
mated average non-collectability.

Movements in the allowance for doubtful accounts are shown below:
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12.31.2012 12.31.2011

Opening balance 44,735 15,229 

Additions 2,893 35,047 

Provisions for reduced revenues 1,351 – 

Utilisations (18,005) (4,012) 

Release of excess allowance (103) (454) 

Change in cons. area/reclass./other (5,831) (1,075) 

Closing balance 25,040 44,735 

Following the difficult property market scenario already noted in the previous year and which worsened further in 2012, liqui-
dity tensions deriving from the substantial contraction of loans disbursed and to the general slowdown in sales in relation to
a number of initiatives in which the Group has taken part, it was considered appropriate, on the basis of the information re-
ceived from customers themselves, to write down certain positions, also with investee entities and real estate funds, with a
view to supporting investees in their efforts to continue as going concerns in the context of financial restructuring plans al-
ready formalised or at an advanced stage of negotiation with lending institutions and partners.

In particular, impairment of trade receivables amounts to 9,846 thousand euro, recognised in the income statement under the
item “Other Costs” (note 25) which also includes impairments and losses on sundry receivables amounting to 746 thousand
euro. 

Details of the total effect recognised in the income statement following impairment of receivables are presented below. 

12.31.2012 12.31.2011

additions allowance for trade doubtful accounts 2,893 35,047 

losses on trade receivables 6,953 798 

total impairment of trade receivables 9,846 35,845 

additions allowance for trade doubtful accounts 496 19,704 

losses on trade receivables 250 3 

total impairment of other receivables 746 19,707 

total impairment of receivables 10,592 55,552 

The variation with respect to the previous year is essentially due to the fact that, within the general context of liquidity tension
which affected the property market, certain significant positions were already written down in 2011. In addition, the impair-
ment of receivables as at December 31, 2011 related to the write-down of receivables due to German service companies that
managed the Baubecon portfolio (around 19 million euro). 

At the reporting date, the fair value of receivables approximates their related carrying amount.
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Note 7. OTHER RECEIVABLES

These are broken down as follows:

12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Other receivables from associates 10 – 10 107 – 107 

Other receivables from joint ventures 4,671 10 4,661 5,224 5 5,219 

Other receivables from other related parties 663 – 663 99 – 99 

Sundry receivables 44,044 5,252 38,792 82,686 5,496 77,217 

Accrued income and prepaid expenses of which: 946 166 790 1,918 272 1,646 

– other related parties 68 – 68 – – – 

– joint ventures 25 – 25 830 – 830 

– third parties 853 166 687 1,088 272 816 

Financial receivables 208,327 208,151 176 313,676 313,613 63 

Total gross other receivables 258,661 213,579 45,082 403,710 319,359 84,351 

Allowance for other doubtful accounts (9,165) – (9,165) (38,363) – (38,363) 

Total 249,496 213,579 35,917 365,347 319,359 45,988

In order to realign the face value to the presumed realisable value, against gross other receivables of 258,661 thousand euro
(403,710 thousand euro at December 31, 2011), there are provisions for impairment of 9,165 thousand euro (38,363 thou-
sand euro at December 31, 2011), attributable mainly to receivables for the NPL portfolio which were written down in respect
of reviews of the reference business plans carried out in previous years.

Movements in provisions for the impairment of other receivables are shown below:

12.31.2012 12.31.2011

current current

Opening balance 38,363 18,445 

Additions 496 19,704 

Utilisations (28,187) –

Reclassification/Other movements (1,507) 214 

Closing balance 9,165 38,363 

The impairment of other receivables, totalling 746 thousand euro, is recorded in the income statement under the item “Other costs”
(note 25), essentially due to the impairment of a number of positions, within the general context of liquidity tension which affected
the property market, as described in more detail in the section on “Trade receivables” to which the reader is referred. 

The provision was reduced by utilisations totalling 28,187 thousand euro, of which 20,058 thousand euro in relation to the
bulk transfer of certain portfolios of non-performing loans completed in the first half of 2012.

For other current and non-current receivables, the carrying amount is considered approximate to the fair value. In particular,
as illustrated in the description of the reference accounting standards and policies, non-performing loans are measured at their
amortised cost using the effective interest criterion. The carrying amount is equal to the present value of future cash flows re-
sulting from the last available business plan at the original effective interest rate. The carrying amount of these receivables,
calculated as described above, is considered approximate to the fair value of the same at the date of December 31, 2012,
because the original effective interest rate, used to determine the present value, is still today representative of a market rate
that would be applied by third parties for measurement of the portfolio; this rate was in fact determined considering the spe-
cific features (riskiness, reference market, etc.) of the portfolio being measured, elements that the management responsible
for these assessments considers still substantially valid today.

A brief comment will now follow on the more significant items included in “Other receivables”.

CONSOLIDATED FINANCIAL STATEMENT AS AT DECEMBER 31, 2012 EXPLANATORY NOTES | PRELIOS GROUP | ANNUAL FINANCIAL REPORT 2012

111

067-154.qxp:Layout 1  3-05-2013  16:36  Pagina 111



Other receivables from joint ventures

These amount to 4,671 thousand euro (5,224 thousand euro at December 31, 2011) and mainly include receivables for divi-
dends declared by and due from Inimm Due S.àr.l (834 thousand euro), and the remaining receivable owed to the parent com-
pany by Polish Investments Real Estate Holding II B.V. for the sale of 85% of the share capital of the Polish companies
Coimpex Sp.z.o.o. and Relco Sp.z.o.o. (2,418 thousand euro), and the receivable due to Prelios Società di Gestione del
Risparmio S.p.A. for VAT paid in advance on behalf of the Hospitality & Leisure Fund (1,228 thousand euro).

Other receivables from other related parties

The item refers mostly to the guarantee deposit paid to Pirelli & C. S.p.A. for the rental of the R&D building located in the
Bicocca zone, to which the Group transferred its Milan offices. 

Sundry receivables

These amount to 44,044 thousand euro compared with 82,686 thousand euro at December 31, 2011.

12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

NPL portfolio 7,157 – 7,157 35,027 – 35,027 

Other tax receivables 5,944 221 5,723 5,404 221 5,183 

Advances 5,489 4,987 502 5,493 4,987 506

Social security receivables 1,588 – 1,588 1,600 – 1,600

Sundry other receivables 23,866 44 23,822 35,162 261 34,901

Total 44,044 5,252 38,792 82,686 5,469 77,217

Receivables for NPL portfolio relate to the acquisitions of loan portfolios by the Group in previous years. In particular the item
comprises mortgage-backed and unsecured loans purchased by CFT Finanziaria S.p.A. (which incorporated Vindex S.r.l.) in
previous years, mostly from Banca Popolare di Intra and Banca Antonveneta. 

In relation to non-performing loans, provisions of 4,075 thousand euro have been set aside for impairment. The net value at
December 31, 2012 was therefore 3,082 thousand euro. The reduction in the value of non-performing loans is attributable to
the bulk transfer of certain portfolios. 

Other tax receivables relate to the positions of companies consolidated line-by-line which do not file for VAT on a group basis,
and to receivables for other indirect taxes.

In this regard, it should be noted that, Prelios S.p.A., acting as Parent Company, and its subsidiaries, have elected to make
an independent group VAT tax settlement for the 2012 tax year, in accordance with the Ministerial Decree dated December
13, 1979. 

Advances refer to sums paid by certain allottees (4,987 thousand euro), for the realisation of urbanisation works in the ex
Besta-Ansaldo area.

Sundry other receivables include among other things 8,696 thousand euro for the indemnity payable to Parent Company
Prelios S.p.A. in relation to certain legal disputes primarily concerning maintenance and services provided to buildings mana-
ged on behalf of Inpdap, against which 7,354 thousand euro in liabilities have been recognised, as better described in note
17 “Other payables”, to which the reader is referred. 

Sundry other receivables also include 2,040 thousand euro, owed to the Group by certain directors and employees for CON-
SOB penalties applied by the Issuers Division and the Intermediaries Division following an investigation into and proceedings
against Prelios S.p.A. and its subsidiary Prelios Società di Gestione del Risparmio S.p.A. in relation to the tender offer made
in 2007 by Gamma RE B.V., a company 49% owned by the Prelios Group and 51% by Morgan Stanley, for units in the Tecla
and Berenice funds, both managed by Prelios Società di Gestione del Risparmio S.p.A.

After the outcome of the appeal presented to the Appeals Court, which in any case cancelled some of the penalties applied,
the case has been taken to the Supreme Court.
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On April 5, 2012, as a result of the investigations performed, the Bank of Italy notified the members of the then Board of
Directors, Board of Statutory Auditors and former General Manager of Prelios Società di Gestione del Risparmio S.p.A. of ad-
ministrative and pecuniary penalties totalling 150 thousand euro that the company paid with the obligation of exercising re-
course against the sanctioned parties. As at December 31, 2012, the Group is due a residual receivable of 30 thousand euro
from said parties.

Financial receivables

At December 31, 2012 non-current financial receivables amount to 208,151 thousand euro, marking a net decrease of
105,462 thousand euro since December 31, 2011, while current financial receivables amount to 176 thousand euro. These
are broken down as follows: 

12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Financial receivables from associates 578 578 – 1,900 1,900 – 

Financial receivables from joint ventures 207,693 207,517 176 311,649 311,586 63 

Financial receivables from others 56 56 – 127 127 – 

Total 208,327 208,151 176 313,676 313,613 63

Non-current receivables, mostly relating to shareholders’ loans, are classified by collection date, according to the divestment
plans carried out over a medium-term timeframe for properties held directly or indirectly by associates and joint ventures.
These loans are given at rates that are in line with those applied by the market's principal participants, except in the case of
certain companies which have been granted non-interest bearing loans.

Movements over 2012 in non-current receivables are as follows:

12.31.2011 Increases Decreases Offset against 12.31.2012
provision for

equity-accounted
investments

Financial receivables from associates 1,900 299 (1,631) 10 578 

Financial receivables from joint venture 311,586 22,714 (62,978) (63,805) 207,517 

Financial receivables from others 127 – (71) – 56 

Total 313,613 23,013 (64,680) (63,795) 208,151

The increase in financial receivables from joint ventures, 7,174 thousand euro, is due to new loans, provided in particular to
the companies Austin S.àr.l, Dallas S.àr.l and Nashville S.àr.l totalling 1,500 thousand euro, Aree Urbane S.r.l. (1,500 thousand
euro), Delamain S.àr.l (1,473 thousand euro), Manifatture Milano S.p.A. (1,450 thousand euro), and Polish Investments Real
Estate Holding II B.V. (992 thousand euro), to the capitalisation of interest accrued in the period and to the effect of discoun-
ting interest-free shareholders’ loans to present value.

In particular, during the year under review, the discounting to present value of interest-free shareholders’ loans, involved an in-
crease in receivables by 2,720 thousand euro.

The decrease in financial receivables from joint ventures primarily reflects 47,323 thousand euro in repayments of existing sha-
reholder loans (of which, in particular, 24,588 thousand euro from Delamain S.àr.l, 11,064 thousand euro from Espelha –
Serviços de Consultadoria L.d.a., 6,271 thousand euro from the joint venture Resident Berlin 1 P&K GmbH and 3,781 thou-
sand euro from the German companies Tizian Wohnen 1 GmbH and Tizian Wohnen 2 GmbH), as well as 11,345 thousand
euro in loan cancellations by the lending companies, in order to recapitalise the investee companies (of which 3,600 thousand
euro in favour of Trixia S.r.l., 2,219 thousand euro in favour of Polish Investments Real Estate Holding B.V. and 4,184 thou-
sand euro in favour of Polish Investments Real Estate Holding II B.V.).

Non-current financial receivables from others amount to 56 thousand euro and consisted of senior Class A notes relating to
the loan portfolio of the ICR8 securitisation vehicle.
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The column “offset against provisions for equity-accounted investments” reports reductions in financial receivables from as-
sociates and joint ventures to absorb losses in excess of the carrying amount of the related investments.

Note 8. TAX RECEIVABLES

These amount to a total of 8,465 thousand euro, compared with 11,048 thousand euro at December 31, 2011.

These comprise:

12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Other tax receivables 6,973 – 6,973 9,556 – 9,556 

Other receivables from third parties for
group tax election 1,492 – 1,492 1,492 – 1,492 

Total 8,465 – 8,465 11,048 – 11,048

Other tax receivables

These relate to income taxes of companies consolidated on a line-by-line basis that have not opted to file for income tax on
a group basis or to taxes of companies in the tax group that arose before joining the tax group.

Other receivables from third parties for group tax election

This item refers to the receivable owed to Prelios Credit Servicing S.p.A. by its previous parent company Fonspa S.p.A. for
electing tax consolidation. 

Note 9. INVENTORIES

12.31.2012 12.31.2011

Trading properties held for sale 24,050 25,072

Land for development 23,044 22,986

Properties under construction/renovation 7,285 7,243

Total 54,379 55,301

Trading properties held for sale

These amount to 24,050 thousand euro, a net decrease of 1,022 thousand euro compared with December 31, 2011, 2,147
thousand euro of which attributable to impairment recognised for the lower presumed realisable value, determined on the
basis of independent valuations as at December 31, 2012 or owing to lower values at which the individual subsidiaries are
willing to sell on the basis of sales mandates granted after approval by their respective Board of Directors, and to sales made
in the period, primarily by Centrale Immobiliare S.p.A. and Orione Immobiliare Prima S.p.A.. It should be noted that, during
the year, the latter completed the purchase of a series of properties from the Aedes Group, for a total of 3,300 thousand euro.

Land for development 

This item totals 23,044 thousand euro, essentially in line with the final figure as at December 31, 2011. 
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Properties under construction/renovation

This item totals 7,285 thousand euro, essentially in line with the final figure as at December 31, 2011. In the period under re-
view, said properties were written down for a total of 15 thousand euro, in respect of the lower presumed realisable value.

The inventories mainly refer to properties under renovation in the Bicocca area of Milan (3,169 thousand euro) and to a pro-
perty located in Magdeburg in Germany (2,544 thousand euro).

Note 10. CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of bank deposits, post office deposits and cash and valuables on hand, fully available to
the holder. 

They are broken down as follows:

12.31.2012 12.31.2011

Bank and postal deposits 43,872 37,474 

Cheques 710 145 

Cash and valuables on hand 508 65 

Total 45,090 37,684

Current accounts are held with leading banks and financial institutions of high credit standing.

Cash held in bank current accounts accrues interest at the rates agreed, from time to time, with the banking system. 

EQUITY

GROUP EQUITY

Note 11. SHARE CAPITAL

In compliance with the resolution of the extraordinary shareholders’ meeting of Prelios S.p.A. on April 17, 2012, pursuant to ar-
ticles 2328 and 2346 of the Italian Civil Code, the face value of the shares was eliminated. 

At December 31, 2012, subscribed and paid-up share capital (including treasury shares in the portfolio held for investment and
not trading purposes and which, therefore, under the format prescribed by art. 2424 of the Italian Civil Code, would have been
classified as “Financial fixed assets”) consists of 841,171,777 ordinary shares with no face value, making a total of
218,877,613.14 euro.

At December 31, 2012, share capital, stated net of the 1,189,662 treasury shares in the portfolio as required by IAS 32, amounts
to 218,282,782 euro, compared to 419,991,057.50 euro as at December 31, 2011.

As a result of the loss recorded in 2012, amounting to 241,734 thousand euro, Group equity at December 31, 2012, is down
74,178 thousand euro, compared to 318,834 thousand euro as at December 31, 2011. Please refer to the directors’ report on
operations in relation to the provisions of art. 2446 of the Italian Civil Code.

As shown in the directors’ report on operations, the shareholders’ meeting of the parent company, held on December 18, 2012,
postpone the measures required by art. 2446 of the Italian Civil Code to a date to be proposed by the Board of Directors, also
in relation to the development and implementation of the proposed extraordinary transactions.

The Board of Directors intends to submit to the shareholders’ meeting a proposal for the full coverage of total losses reported
in the balance sheet and income statement as at December 31, 2012 through a reduction in the share capital, which would re-
main, however, above the legal limit established for joint-stock companies in accordance with art. 2327 of the Italian Civil Code.
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LTI/Stock Option Plans

The Group does not have any active LTI/Stock option plans as at December 31, 2012.

Note 12. OTHER RESERVES

Information is provided below on the changes that occurred during the course of 2012 with regards to other components re-
cognised in equity.

Currency Reserve Cash Reserve Reserve Group Minority Total
translation for flow for actuarial for tax entity interests

reserve fair value hedge gains/ on items in equity
measurement reserve losses credited/

of available- debited 
for-sale to equity 

financial
assets

fair value measurement of available-
for-sale financial assets – (3,444) – – 947 (2,497) (278) (2,275) 

cash flow hedges – – (2,526) – 695 (1,831) – (1,831) 

(profits)/losses relating to cash flow
hedges, previously recognized directly in
equity now transferred to the income
statement – – 2,526 – (695) 1,831 – 1,831

recognition of actuarial gains/(losses) – – – (2,112) 683 (1,429) (28) (1,457) 

Prelios share of other components of
comprehensive income relating to
associates and joint ventures – – 1,871 37 (330) 1,578 – 1,578

currency translation reserve 394 – – – – 394 – 394

Total other components of income 
recognised in equity 394 (3,444) 1,871 (2,075) 1,300 (1,954) (306) (2,260) 

Share premium reserve

This item was used in full to cover the 2011 losses, in conformance with the resolution of the shareholders' meeting of Prelios
S.p.A., held on April 17, 2012.

Legal reserve

The legal reserve in place at December 31, 2011, totalling 4,265 thousand euro, was eliminated in full as a result of the co-
verage of the parent company’s loss, resolved during the above-mentioned extraordinary shareholders’ meeting.

Reserve for fair value measurement of available-for-sale financial assets

This item includes a negative reserve of 6,211 thousand euro, before tax, classified in a separate reserve, recognised for the
fair value measurement of available-for-sale assets, which mainly comprise units held in real estate investment funds.

Impairment was recorded for these units in 2012, reflected in a decrease in the reserve of 3,444 thousand euro.

Cash flow hedge reserve

This reserve, a negative 10,233 thousand euro, includes the effective portion of profits and losses deriving from the fair value
adjustment of derivative instruments designated to hedge exposure to variability in the cash flows from assets or liabilities re-
corded in the financial statements (“cash flow hedge”).
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During the course of 2012, this reserve recorded an increase of 1,871 thousand euro for the fair value measurement of exi-
sting cash flow hedges held by associates and joint ventures. 

It should be noted that, as part of the prospective effectiveness test performed in relation to the financial instruments sub-
scribed by the parent company in 2012, and considered hedges for IAS 39 purposes, and by virtue of the effects on expec-
ted cash flows based on the new contractual conditions envisaged by the new corporate debt structure, that will ensue from
the previously described financial restructuring, said hedging relationship is no longer effective. Therefore, the entire amount
previously booked to a negative equity reserve, amounting to 2,526 thousand euro, was recognised in the income statement.

Reserve for actuarial gains/ (losses)

This reserve shows a negative balance of 1,818 thousand euro and includes the net actuarial losses on post-employment de-
fined benefits under IAS 19, before taxes. 

Reserve for equity-settled stock options

This item, totalling 5,156 thousand euro as at December 31, 2011, was used in full to cover the losses for the year 2011, in
conformance with the resolution of the extraordinary shareholders' meeting of Prelios S.p.A..

Reserve for tax on items credited/debited to equity

This reserve amounts to a positive 3,067 thousand euro and reflects the tax effect of items credited/debited directly to equi-
ty. In addition, the reserve was reduced by 1,596 thousand euro, as a result of the coverage of the parent company’s loss,
resolved by the extraordinary shareholders’ meeting.

Other reserves

The decrease recorded as at December 31, 2012 is attributable to the coverage of the reserve established in relation to costs
linked to the increase in share capital finalised in 2009 (6,187 thousand euro), as well as to the full use of the merger surplus
reserve recorded for a positive 312 thousand euro, as set out in the resolution of the extraordinary shareholders’ meeting of
Prelios S.p.A..

Note 13. RETAINED EARNINGS / (LOSSES)

Retained losses amount to 115,887 thousand euro, a net increase of 21,626 thousand euro over December 31, 2011, es-
sentially due to the allocation of the result for 2011.

Note 14. MINORITY INTERESTS

These consist of interests in share capital and reserves, as well as in the result for the period of the companies consolidated
on a line-by-line basis.

Equity pertaining to minority interests is down 1,060 thousand euro compared to December 31, 2011, due primarily to the di-
stribution of the dividends of Prelios Società di Gestione del Risparmio S.p.A. (1,146 thousand euro), as well as to the pur-
chase, by the parent company, of 25% of Prelios Polska S.p.zo.o., already 75% owned, elements only partially offset by the
capital transactions of the company Prelios Credit Servicing S.p.A. amounting to 600 thousand euro, and the net income for
the year, totalling a positive 709 thousand euro.
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LIABILITIES

Note 15. BANK BORROWINGS AND PAYABLES TO OTHER FINANCIAL INSTITUTIONS

Bank borrowings and payables to other financial institutions are analysed as follows:

12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Bank borrowings 387,568 262,977 124,591 358,977 328,122 30,855 

Other financial payables 2,684 627 2,057 3,303 642 2,661

Payables to other financial institutions 98 – 98 2,340 – 2,340

Financial payables to joint venture 4,519 32 4,487 1,102 – 1,102

Financial payables to other related parties 170,863 157,357 13,506 160,038 160,038 – 

Total 565,732 420,993 144,739 525,760 488,802 36,958

At December 31, 2012 and December 31, 2011, the breakdown of payables by interest rate and original currency is as fol-
lows:

Original currency: euro 12.31.2012

Total Fixed rate Floating rate

Current payables 144,739 5,593 3,9% 139,146 96,1%

Non-current payables 420,993 170,627 40,5% 250,366 59,5%

Total 565,732 176,220 31,1% 389,512 68,9%

Original currency: euro 12.31.2011

Total Fixed rate Floating rate

Current payables 36,958 5,001 13,5% 31,957 86,5%

Non-current payables 488,802 642 0,1% 488,160 99,9%

Total 525,760 5,643 1,1% 520,117 98,9%

The value of fixed-rate payables indicated above includes those contractually established as fixed-rate payables and those
contractually established as floating-rate payables against which hedging derivatives have been put in place. 

The percentage exposure to interest rate variability at December 31, 2012 comes down to 32.6%, if the natural hedging pro-
vided by floating-rate financial receivables (corresponding to 205,228 thousand euro, before offsetting carried out against los-
ses realised by associates and joint ventures exceeding the carrying amount of investments) and the derivative contracts on
corporate debt, with a notional value of 170,000 thousand euro, are taken into account.

In particular, the exposure to variability in corporate debt interest rates was calculated by taking into consideration the hed-
ging provided by derivative contracts on a notional 170 million euro. However, it should be noted that, effective from January
1, 2013, assuming, as part of the prospective effectiveness test, the effects and contractual conditions expected by the new
debt structure, that will ensue from the previously described financial restructuring, said hedging relationship is no longer ef-
fective. 

It should be noted that 73% (Prelios pro-quota) of the total borrowings (bank and non-bank) of investee vehicles is protected
from interest rate fluctuations above a certain level or through fixed-rate loans or via recourse to hedging derivative instru-
ments.

ANNUAL FINANCIAL REPORT 2012 | PRELIOS GROUP | CONSOLIDATED FINANCIAL STATEMENT AS AT DECEMBER 31, 2012 EXPLANATORY NOTES

118

067-154.qxp:Layout 1  3-05-2013  16:36  Pagina 118



Bank borrowings 

Bank borrowings amount to 387,568 thousand euro at December 31, 2012, marking an increase of 28,591 thousand euro
compared to December 31, 2011.
The item is broken down as follows:

12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Non-recourse loans 5,874 5,180 694 6,557 5,890 667

Fixed-term credit facilities 353,102 257,797 95,305 352,232 322,232 30,000

Interests on fixed-term credit facilities 28,592 – 28,592 108 – 108

Current accounts – – – 80 – 80

Total 387,568 262,977 124,591 358,977 328,122 30,855

Non-recourse loans

The item refers to the loan granted by Banca Intesa Mediocredito S.p.A. to Parcheggi Bicocca S.p.A..

Fixed-term credit facilities and current accounts

These refer to credit facilities granted to the parent company Prelios S.p.A. by eight leading Italian banks.

As regards the Club Deal loan, totalling 359,000 thousand euro, expiring in December 2014, Prelios S.p.A. is committed to
maintain a maximum level of consolidated net debt, decreasing over time, and a minimum level of consolidated equity. 

On December 28, 2011, Prelios S.p.A. stipulated a new revolving credit facility with Banca Intesa for a maximum amount of
20 million euro, usable under given conditions, expiring on June 26, 2013. Said line was not utilised during the year.

In relation to the suspension of financial covenants and deferment of the payment of interests accrued as at December 31,
2012, please refer to the report on operations.

Other financial payables

“Other non-current financial payables” mainly refer to security deposits held by consolidated companies.

“Other current financial payables” include 2,057 thousand euro attributable mainly to the management of real estate and NPL
contracts carried out for third parties, almost entirely offset by dedicated current accounts included under the item “Cash and
cash equivalents”.

The decrease compared to the previous year is attributable, for 1,500 thousand euro, to the return of a down payment re-
ceived from Iniziative Immobiliari 3 S.r.l. for a preliminary sale contract of the Corsico area, the terms of which have lapsed as
the change of use of the area in question to residential was not achieved

Financial payables to joint ventures

The item, amounting to 4,519 thousand euro, not only includes residual negative intercompany current account balances, but
certain financial payables due to the parent company in respect of the obligation to be subscribed, via the investments Afrodite
S.à.r.l. and Artemide S.à.r.l., units of the Fondo Residenziale Diomira and, with respect to the subsidiary Prelios Netherlands
B.V., to subscribe units of the Fondo Vivaldi.

Payables to other financial institutions

The reduction compared to the previous year is attributable, for 2,250 thousand euro, to the repayment of the loan granted
by a third party shareholder to the company Prelios Credit Servicing S.p.A..

CONSOLIDATED FINANCIAL STATEMENT AS AT DECEMBER 31, 2012 EXPLANATORY NOTES | PRELIOS GROUP | ANNUAL FINANCIAL REPORT 2012

119

067-154.qxp:Layout 1  3-05-2013  16:36  Pagina 119



Financial payables to other related parties

These amount to 170,863 thousand euro and refer to the use of a floating rate credit line granted to Prelios S.p.A. by Pirelli
& C. S.p.A. to Prelios S.p.A., expiring on July 31, 2017.

In relation to the suspension of financial covenants and deferment of the payment of interests accrued as at December 31,
2012, please refer to the report on operations.

Note 16. TRADE PAYABLES

These comprise:

12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Trade payables to associates 1,091 – 1,091 926 – 926 

Trade payables to joint ventures and other
Prelios Group companies 2,481 – 2,481 5,000 – 5,000 

Trade payables to other related parties 130 – 130 2,259 – 2,259 

Trade payables to third parties 45,673 – 45,673 66,667 – 66,667 

Total 49,375 0 49,375 74,852 0 74,852

At December 31, 2012, the fair value of the item in question approximates its carrying amount.

Trade payables to associates

These amount to 1,091 thousand euro and are almost entirely attributable to payables to Progetto Corsico S.r.l. and Olinda
Fondo Shops, as the allottees, for urbanisation charges and the relative accessory costs, for an area located in the
Municipality of Corsico and an area in the Bicocca zone, respectively.

Trade payables to joint ventures and other Prelios Group companies

These mainly refer to chargebacks of various types by joint ventures and other companies in the Prelios Group. 

They amount to 2,481 thousand euro, a decrease of 2,519 thousand euro over December 2011, essentially due to the pay-
ment of the payable due to Fondo Cloe, owner of the HQ2 building, related to the rent of the Milan office. 

Trade payables to other related parties

These amount to 130 thousand euro, a decrease of 2,129 thousand euro over the figure recorded as at December 31, 2011.
The change with respect to the previous period is due to the offsetting of trade receivables and payables existing between
Prelios S.p.A. and its subsidiaries and the Pirelli & C. Group, as a result of the agreement reached by the parties in November
2012.

The residual payables mainly refer to amounts due for health services, information technology services and for certain site re-
mediation services provided by companies in the Pirelli & C Group.

Trade payables to third parties

These amount to 45,673 thousand euro, marking a decrease of 20,994 thousand euro since December 31, 2011, largely as
a result of lower SAL (work progress) volumes and the retention of contracts managed by the Group.

The item includes 2,544 thousand euro in trade payables to customers for contracts (2,606 thousand euro as at December
31, 2011), generated by advances above the percentage completion relating to contracts with Lambda S.r.l. for urbanisation
initiatives in Bicocca and Pioltello.
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In particular, the costs incurred and the related margins on these contracts amount to 16,672 thousand euro at December
31, 2012 (16,489 thousand euro at December 31, 2011), while amounts invoiced for percentage completion total 19,216
thousand euro (19,093 thousand euro at December 31, 2011).

Note 17. OTHER PAYABLES

These comprise:

12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Other payables to associates 2,163 – 2,163 2,111 – 2,111 

Other payables to joint ventures and
other Prelios Group companies 18,476 – 18,476 19,115 2,608 16,507 

Other payables to other related parties – – – – – – 

Other payables to third parties of which: 39,773 528 39,245 41,570 744 40,826 

– damages payable 7,354 – 7,354 7,771 – 7,771 

– payables to employees 5,605 – 5,605 6,288 – 6,288 

– other tax employees 7,331 – 7,331 6,516 – 6,516 

– social security payables 2,430 – 2,430 2,691 – 2,691 

– sundry other payables 17,053 528 16,525 18,304 744 17,560 

Accrued liabilities and deferred income 4,624 448 4,176 3,197 497 2,700 

Total 65,036 976 64,060 65,993 3,849 62,144

Other payables to associates

The payable, due entirely to Olinda Fondo Shops (as allottee of the Bicocca area), refers to the amount collected from Iniziative
Immobiliari 3 S.r.l., as provided for in the contract, for urbanisation works in the area owned by said allottee.

Other payables to joint ventures and other Prelios Group companies

These refer mainly to a payable due to a German company originating from a “profit & loss agreement” active up until 2007,
on the basis of which the associating party had the right to receive income generated by the associated party and, on the
other hand, the obligation of covering any losses deriving from it, as well as a payable for expenses relating to the sale of in-
vestment units made in the past. Based on the agreements and shareholder agreements with the majority shareholder in the
real estate joint venture involved, the receivables concerning the items in question also relate exclusively to Prelios. The in-
crease of 1,987 thousand euro relates to the amount still to be paid to Espelha – Serviços de Consultadoria LdA for the pur-
chase of Class C junior notes in September and already transferred to third parties in the third quarter of 2012.

Other payables to third parties

Damages payable includes the residual liability of Edilnord Gestioni S.r.l. (in liquidation) for damages payable to Inpdap in re-
lation to legal action over management of certain contracts (7,354 thousand euro). These expenses are subject to guarantee
by the previous company shareholder and are, therefore, essentially offset by receivables classified in the item “Other recei-
vables”.

Payables to employees mostly refer to provisions for unused holiday entitlement and deferred salaries. It also includes con-
tractualised liabilities for the restructuring plans being implemented.

Other tax payables relate to the VAT positions of companies consolidated line-by-line which do not file for this tax on a Group
basis, and to payables for other indirect taxes.

Social security payables relate to the amount owned by the Group to social security institutions. The item includes 1,858 thou-
sand euro owed to the Italian social security authorities (INPS), 572 thousand euro to Italy's industrial accident agency (INAIL)
and other welfare agencies, in relation to contributions accrued that will paid on the respective maturity dates.
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Payables to Directors and the Supervisory Board included under sundry other payables amount to 614 thousand euro (in
comparison to 746 thousand euro at December 31, 2011), while payables to Statutory Auditors total 586 thousand euro (811
thousand euro at December 31, 2011). 

The item “sundry other payables” includes, among other things, 9,975 thousand euro of Prelios S.p.A. (amount unchanged
with respect to the previous year) deriving from deferred contractual charges in relation to the transfer of investment units
which occurred in the past.

Accrued liabilities and deferred income

Deferred income includes 1,283 thousand euro in consolidation adjustments to defer the portion of capital gains on property
sales that have not yet been realised outside the Group (1,889 thousand euro at December 31, 2011). 

Note 18. PROVISIONS FOR FUTURE RISKS AND EXPENSES

These provisions total 53,682 thousand euro (of which the non-current portion is 24,905 thousand euro) compared with
70,383 thousand euro at December 31, 2011 (of which the non-current portion was 35,814 thousand euro).

12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Provision for future expenses for contractual
commitments 21,968 16,633 5,335 23,261 12,590 10,671

Provision for arbitration, lawsuits and
outstanding disputes 10,466 6,560 3,906 24,061 21,369 2,692 

Warranties provision 355 30 325 314 – 314 

Provision for other risks 5,150 567 4,583 7,039 1,191 5,848 

Restructuring provision 12,935 1,115 11,820 8,577 664 7,913 

Provision for future risks on equity-accounted
investments 2,808 – 2,808 7,131 – 7,131 

Total 53,682 24,905 28,777 70,383 35,814 34,569

The changes which occurred in 2012 are as follows:

12.31.2011 Movements 12.31.2012

Increases Decreases

Provision for future expenses for contractual commitments 23,261 1,822 (3,115) 21,968

Provision for arbitration, lawsuits and outstanding disputes 24,061 6,525 (20,316) 10,466

Warranties provision 314 41 – 355 

Provision for other risks 7,039 169 (1,862) 5,150 

Restructuring provision 8,577 9,557 (5,199) 12,935 

Provision for future risks on equity-accounted investments 7,131 – (4,323) 2,808 

TOTAL 70,383 18,114 (34,815) 53,682

Provision for future expenses for contractual commitments

This provision includes, among other things, 8,490 thousand euro concerning the provision for expenses set aside by subsi-
diary Geolidro S.p.A. in relation to contractual commitments to perform extraordinary maintenance works on properties sold,
as well as 1,820 thousand euro for future expenses in relation to the transfer of the Milan office and early termination of the
rental contract for the HQ2 building. 

The item also includes 7,865 thousand euro for the estimated costs that subsidiary Lambda S.r.l. could incur for certain ur-
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banisation work commitments. In particular, the item refers (2,437 thousand euro) to liabilities estimated by the company for
the construction of the crèche/nursery school. The provision was used in respect of the advancement of works performed in
2012, amounting to 236 thousand euro. A total of 4,129 thousand euro refers to the valuation proposal made to the
Municipality of Milan, in replacement of the realisation of some car parks in the Bicocca area. The provision also includes 1,099
thousand euro for the prudential estimate of some urbanization commitments assumed by the company in the past concer-
ning the areas transferred in previous years, and expenses linked to the rebranding of franchising. 

Provision for arbitration, lawsuits and outstanding disputes

This provision reflects the best estimate of probable risks from a number of ongoing disputes with customers, as well as pro-
visions against specific risks relating to litigation with employees. 

This provision also includes, where the conditions are met, the best estimate of probable charges deriving from assessment
notices received by Prelios Group companies after tax inspections.

The reduction in the period is attributable, for around 15 million euro, to the reclassification under tax liabilities of the amount
allocated at December 31, 2011 in relation to assessment notices, which were subject to a settlement proposal. 

Provisions for guarantees

This amount is mainly attributable to provisions for risks connected to guarantees issued to Iniziative Retail S.r.l. for the real
estate placed by them in the “Olinda – Fondo Shops – Fondo comune di investimento immobiliare di tipo chiuso” (closed-end
real estate investment fund) managed by Prelios Società di Gestione del Risparmio S.p.A. for the indemnity given in the face
of any claims in terms of construction, town planning, systems, or environmental issues.

Provisions for other risks

This item mainly includes a potential tax risk as a result of changes to the legislation regarding the sales of investments in
German companies in the “Mistral” Group, and provisions in relation to risks of payments to be made, in application of the tax
consolidation regulations (previously held by Pirelli & C. S.p.A.) due to changes in the scope of reference. 

Restructuring provision

This refers to restructuring costs, in relation to internal reorganisation plans, already resolved and put in place by a number of
Group companies to tackle the new scenario in the real estate sector, with the aim of simplifying organisational levels and re-
ducing operating costs by downsizing the workforce and simplifying corporate structures. The provision also includes costs
of onerous contracts relating to the Group's offices.

Provision for future risks on equity-accounted investments

The provision for future risks on equity-accounted investments reflects provisions against legal or constructive obligations to
cover losses of associates or joint ventures that exceed their carrying amount plus the amount of any financial receivables
owed by them. 

Note 19. EMPLOYEE BENEFIT OBLIGATIONS

Employee benefit obligations amount to 12,568 thousand euro, a net increase of 1,443 thousand euro with respect to
December 31, 2011. The item is broken down as follows:

12.31.2012 12.31.2011

Provision for employee leaving indemnity 3,932 3,892 

Pension funds 7,800 6,100 

Other employee benefits 836 1,133 

Total 12,568 11,125
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Provision for employee leaving indemnity

The provision for employee leaving indemnity refers only to Italian companies in the Group and essentially includes the em-
ployee leaving indemnity accrued by staff in service at December 31, less any advances granted to employees.

In accordance with the provisions of national regulations, the amount due to each employee accrues on the basis of the time
worked and is disbursed when the employee leaves the company. The amount due at the conclusion of the employment re-
lationship is calculated on the basis of its duration and the taxable remuneration of each employee. This liability is revalued on
an annual basis using the official cost of life index and the legal interest rate. As it is not connected to any condition or matu-
rity period, nor are there any obligations for financial funds, there are no assets that serve the fund.

The regulations were supplemented by Legislative Decree no. 252/2005 and Law no. 296/2006 (2007 Finance Bill) which, for
companies with at least 50 employees, established that, as regards amounts accrued from 2007, employees have the option
of allocating these to either the INPS Treasury Fund or to forms of supplementary pension, therefore assuming the nature of
“defined contribution plans”.

In application of IAS 19, the employee leaving indemnity is revised using actuarial evaluation methods, with the assistance of
an external appraiser, and adapted in relation to events occurring which require said adaptation.

The date of the last actuarial valuation is December 31, 2012: the value of the liability due to employees was calculated on
the basis of a full evaluation as at September 30, 2012, adjusted on the basis of the actual payments made from said date
until December 31, 2012. The calculation method used is the Projected Unit Credit Method, on the basis of which the cur-
rent value of the obligation is determined in relation to the post-employment benefits. 

Movements in the provision for employee leaving indemnity as at December 31, 2012 and the previous year are set out below:

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011 

Opening balance 3,892 4,313

Amount maturing and chardeg to income 208 134

Amount maturing and charged to income: curtailment (29) 160

Change due to personnel transferred from other related parties – 593

Equity adjustment for actuarial gains/losses 596 111

Advances on leaving indemnity (60) (107)

Indemnities paid (618) (1,289)

Other changes (57) (23)

Closing balance 3,932 3,892 

The provision for employee leaving indemnity (TFR) changed mainly as a result of uses in the year for payments to personnel
that have left and for advances, elements essentially offset by the actuarial adjustment.

The actuarial adjustment involved an increase in the provision as a result of the use of a lower discount rate for the actuarial
calculation, when compared to December 31, 2011, (3.35% as at December 31, 2012 – 4.60% as at December 31, 2011). 

The amounts recognised in the income statement are included in the item “Personnel costs” (Note 25).

Pension funds

These are defined benefit plans, mainly relating to German service companies.

Movements in pension funds at December 31, 2012 and in the previous year are set out below:
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01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011 

Opening balance 6,100 6,434 

Amount maturing and charged to income 296 221

Equity adjustment for actuarial gains/losses 1,553 10

Indemnities paid (310) (785)

Other changes 161 220

Closing balance 7,800 6,100 

The actuarial adjustment involved an increase in the provision of 1,553 thousand euro as a result of the use of a lower di-
scount rate compared to the previous year.

The amounts recognised in the income statement are included in the item “Personnel costs” (Note 25).

Other employee benefits

“Other employee benefits” include 234 thousand euro relating to the “Altersteilzeit fund”, a mechanism commonly adopted in
Germany to agree early retirement for employees who have reached the age of 55. 

Other employee benefits also include length-of-service bonuses and loyalty bonuses totalling 602 thousand euro.

The amounts recognised in the income statement are included in the item “Personnel costs” (Note 25).

Employees

The total number of employees, including auxiliary staff working in buildings, was 878 at December 31, 2012 (884 including
temporary staff), compared with 974 at December 31, 2011 (999 including temporary staff). 

The following table provides a breakdown:

Headcount at period end Average headcount in period

12.31.2012 12.31.2011 01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Executives 75 87 78 87

Junior managers 140 148 145 164

White collar 582 657 618 692

Workmen/Auxiliary staff (*) 81 82 82 83

Total 878 974 923 1,026

(*) Variable staff according to contracts under management

Other information

The main actuarial assumptions used at the date of the last reference valuation of December 31, 2012 are as follows: 

Italy Germany Netherland

Discount rate 3,35% 3,35% 3,35%

Inflation rate 2,00% 2,00% 2,00%

Expected rate of salary increase n/a n/a n/a
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Note 20. TAX PAYABLES

These comprise:

12.31.2012 12.31.2011

Total Non-current Current Total Non-current Current

Other tax payables 18,881 7,376 11,505 10,200 – 10,200

Payables for Group tax election 244 – 244 – – – 

Other payables to joint ventures under tax
transparency regime 1,080 – 1,080 1,080 – 1,080

Total 20,205 7,376 12,829 11,280 0 11,280

Other tax payables 

Other tax payables include, among other things, the amounts owned for current income taxes by companies which are not
in the tax group headed by Prelios S.p.A., as well as tax owed by foreign companies and amounts owed by companies with
respect to periods before joining the tax group or relative to IRAP amounts. 

The increase recorded in the period is primarily due to the reclassification from the provision for risks of the amount that must
be paid to the tax authorities as a result of the completion of the tax settlement for which a payment in 12 quarterly instal-
ments was established.

Other payables to joint ventures under tax transparency regime

From 2006 to 2008 the joint venture company Trixia S.r.l. adopted the tax transparency option allowed by art. 115 of the Italian
Income Tax Code, under which all consequent relationships are governed by a special agreement ensuring that statutory and
regulatory rules are applied on a common basis.

Note 21. DERIVATIVE FINANCIAL INSTRUMENTS

The item refers to the fair value measurement of certain derivative financial instruments hedging the interest rate risk on bor-
rowings subscribed by the parent company in 2012.

The table below shows the details of the financial instruments in place as at December 31, 2012:

Type of instrument Interest rate swap Interest rate swap Interest rate swap Interest rate swap

Counterparty Intesa SanPaolo Montepaschi Banca Popolare di Sondrio Banca Popolare di Milano

Notional (euro) 50,000,000 50,000,000 20,000,000 50,000,000

Differential paid in the year 72,972 96,097 28,161 60,125

Stipulation date 08.03.2012 02.04.2012 18.04.2012 18.04.2012

Termination date 31.12.2014 31.12.2014 31.12.2014 31.12.2013

Strike 1,21% 1,30% 1,20% 1,16%

Fair value as at December 31, 2012 (euro) (839,883) (930,751) (331,915) (423,512)

The strike price refers to the 6-month EURIBOR.

Throughout 2012, these derivative contracts were considered hedges, as the requirements set out under IAS 39 for the as-
sessment of hedge effectiveness were met.

However, as at December 31, 2012, assuming, as part of the prospective effectiveness test, effective from January 1, 2013,
the effects on expected cash flows on the basis of the new contractual conditions envisaged in the new corporate debt struc-
ture, that will ensue from the previously described financial restructuring, said hedging relationship is no longer effective.
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Therefore, the entire amount previously booked to a negative equity reserve, amounting to 2,526 thousand euro, was reco-
gnised in the income statement.

COMMITMENTS AND GUARANTEES

Personal guarantees

Guarantees

Banks and insurance companies have issued a total of 132,946 thousand euro in guarantees to third parties and in the inte-
rest of companies in the Prelios Group, mostly for contractual obligations. 

The Prelios Group has also issued 45,858 thousand euro in guarantees and letters of patronage in the interests of associa-
tes and joint ventures, broken down as follows:
• insurance co-obligations of various kinds to third parties for a total of 4,895 thousand euro;
• guarantees of 13,992 thousand euro against possible future charges and loans granted by banks to associates and joint

ventures; 
• guarantees given to Hypo Real Estate, the bank which funded the acquisition of the DGAG Group, for the coverage of any

tax liabilities arising over the duration of the loan. These guarantees involve a net exposure for the Group of 25,000 thou-
sand euro;

• guarantees of 1,971 thousand euro against fulfilment of the payment obligation by International Credit Recovery 8 S.r.l. for
a portfolio of non-performing loans acquired.

Liens on shares

There are liens totalling 68,634 thousand euro on shares in associates and joint ventures. The item mainly includes the lien
took out on shares by the subsidiary Prelios Netherlands B.V. in favour of Morgan Stanley Real Estate Special Situation Fund
lIl, L.P, to secure the loan granted by the latter to the company Gamma RE B.V..

Commitments to purchase investments/fund units/securities/loans

These amount to 12,278 thousand euro and refer to the following commitments given by:
– Prelios S.p.A., through its subsidiary Prelios Netherlands B.V. to make payments for a total maximum amount of 2,562

thousand euro to the company Gamma RE B.V.; 
– Prelios S.p.A. to pay up to 513 thousand euro to International Credit Recovery (5) S.r.l., International Credit Recovery (6)

S.r.l., International Credit Recovery (123) S.r.l., and up to 2,000 thousand euro to the subsidiary Prelios Credit Servicing
S.p.A., to cover contingent liabilities prior to the sale of non-performing loan portfolios;

– Prelios S.p.A. to pay up to 2,009 thousand euro as a guarantee against future requests for return of the amounts granted
for securitisation vehicles in the context of the requests for early payment held by the courts;

– Prelios S.p.A. to subscribe a total of 1,500 thousand euro for the initial units in the Donizetti fund;
– Prelios Società di Gestione del Risparmio S.p.A. to subscribe 1,403 thousand euro for units in “Fondo Federale

Immobiliare di Lombardia” (formerly Fondo Abitare Sociale 1 – Fondo Comune Chiuso di Investimento Immobiliare Etico
Riservato ad Investitori Qualificati), a closed-end ethical real estate fund, reserved for accredited investors; 

– Prelios S.p.A. to subscribe, through the investments Afrodite S.à.r.l. and Artemide S.à.r.l., up to 1,311 thousand euro in
units in the “Fondo Residenziale Diomira – Fondo comune di investimento immobiliare speculativo di tipo chiuso non quo-
tato riservato,” a closed-end unlisted speculative real estate investment fund;

– Prelios S.p.A., to pay up to 980 thousand euro to Espelha Serviços de Consultadoria L.d.A., to cover contingent liabili-
ties. 

Property purchase commitments

Commitments for the purchase of property refer to the undertakings given by parent company Prelios S.p.A. to purchase cer-
tain properties owned by Imser 60 S.r.l., which might end up being unsold, for a maximum amount of 292,980 thousand euro.
The purchase price of these properties is contractually defined as a certain fraction of their market value. This option may be
exercised by the counterparty from November 12, 2021 to May 31, 2022.
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NET FINANCIAL POSITION

(alternative performance indicator not required by IFRS)

In keeping with the information provided in previous financial statements, the breakdown of the net financial position is provi-
ded below:

(in thousands of euro) 12.31.2012 12.31.2011

CURRENT ASSETS

Other receivables 176 63

– of which receivable from related parties 176 63

Financial receivables 176 63 

– joint venture and other Prelios Group companies 176 63 

Cash and cash equivalents 45,090 37,684

TOTAL CURRENT ASSETS - A 45,266 37,747

CURRENT LIABILITIES

Bank borrowings and payables to other financial institutions (144,739) (36,958)

– of which payables to related parties (17,993) (1,102)

– joint ventures and other Prelios Group companies (4,487) (1,102) 

– other related parties (13,506) – 

– other financial payables (2,057) (2,661)

– Bank borrowings (124,591) (30,855) 

– Payables to other financial institutions (98) (2,340) 

TOTAL CURRENT LIABILITIES - B (144,739) (36,958)

NON-CURRENT LIABILITIES

Bank borrowings and payables to other financial institutions (420,993) (488,802)

– of which payable to related parties (157,389) (160,038)

– joint ventures and other Prelios Group companies (32) – 

– other related parties (157,357) (160,038) 

– other financial payables (627) (642) 

– Bank borrowings (262,977) (328,122) 

TOTAL NON-CURRENT LIABILITIES - C (420,993) (488,802)

NET FINANCIAL POSITION (*) = D =(A+B+C) (520,466) (488,013)

(*) Pursuant to the CONSOB Communication dated July 28th, 2006 and in compliance with the CESR Recommendation of February 10th, 2005 (“Recommendations for
the consistent implementation of the European Commission’s Regulation on Prospectuses”)
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INCOME STATEMENT

Note 22. REVENUES FROM SALES AND SERVICES

Revenues from sales and services amount to 130,961 thousand euro, compared with 177,801 thousand euro at December
31, 2011 and are composed as follows:

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Revenues from contracts 224 1,098 

Revenues from sales 2,782 21,520 

– sales of land for development 440 756 

– sales of residential property 2,342 3,564 

– sales of commercial property – 17,200 

Revenues from services 127,955 155,183 

Total 130,961 177,801

Revenues from contracts

The item amounts to 224 thousand euro, compared with 1,098 thousand euro in the previous year. In 2012 the item mainly
includes the revenues earned by Lambda S.r.l. for the performance of works on the “Hangar Bicocca” building.

Revenues from sales

Sales completed in 2012 mainly refer to property units sold by Centrale Immobiliare S.p.A. and Orione Immobiliare Prima
S.p.A..

Revenues from services

Revenues deriving from the rendering of services can be broken down as follows:

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Revenues from services to third parties 58,888 58,593 

Revenues from services to associates 10,360 13,799 

Revenues from services to joint ventures and other Prelios Group companies 58,582 82,489 

Revenues from services to other related parties 125 302 

Total 127,955 155,183 

Note 23. CHANGE IN INVENTORIES OF WORK IN PROGRESS, SEMI-FINISHED AND FINISHED PRODUCTS

The item inventories as at December 31, 2012 increased by 94 thousand euro, compared with a decrease of 5,697 thousand
euro as at December 31, 2011, a period that recorded an increase in inventories as a result of the entry into the consolida-
tion area of certain property development companies owned by Mistral Real Estate B.V.. 

The change is attributable to the events described in the items “revenues from sales” and “assets purchased” to which the
reader is referred.
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Note 24. OTHER INCOME

The item in question can be broken down as follows:

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Recoveries, reimbursements and other income 18,373 13,453

Other income from associates, joint ventures and other Prelios Group companies 788 289

Other income fron other related parties 888 307

Total 20,049 14,049

Recoveries, reimbursements and other income relate mainly to income resulting from successful outcomes to disputes, as
well as chargebacks to tenants of the management costs of company-owned properties or properties managed for third par-
ties; in this latter case the chargebacks relate mainly to activities carried out by the property management unit. 

Other income from other related parties relates mainly to the chargeback to Pirelli & C. S.p.A. by Lambda S.r.l. of site reme-
diation costs for the area located in the Bicocca zone set aside to house the crèche/nursery school.

The item includes non-recurring items of 1,939 thousand euro, accounting for approximately 9.7% of the total item.

Note 25. OPERATING COSTS

Operating costs amount to 188,937 thousand euro, compared with 260,889 thousand euro as at December 31, 2011 and
consist of:

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011 

Raw and consumable materials used of which: 4,687 28,380

a) Assets purchased 3,665 18,652

b) Change in inventories of trading properties, raw and miscellaneous materials 1,022 9,728

Personnel costs 77,145 74,551

Depreciation, amortisation and impairment 7,724 5,242

Other costs 99,381 152,716

Total 188,937 260,889

Raw and consumable materials used (net of change in inventories)

The item “Assets purchased” totals 3,665 thousand euro as at December 31, 2012, and refers to the purchase of certain pro-
perty units by Orione Immobiliare Prima S.p.A from the Aedes Group (3,300 thousand euro) and the purchase of various con-
sumable materials (365 thousand euro). As at December 31, 2011, the item included 18,159 thousand euro as a result of
entry into the consolidation area of certain property development companies owned by Mistral Real Estate B.V.. 

In 2012, the item “Change in inventories of trading properties, raw and miscellaneous materials” amounts to a negative 1,022
thousand euro, compared with another negative amount of 9,728 thousand euro in 2011 as a result of the events described
in the sections “Revenues from sales” and “Assets purchased” to which the reader is referred.

Personnel costs

Personnel costs amount to 77,145 thousand euro, compared with 74,551 thousand euro as at December 31, 2011.

The item is broken down as follows:
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01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Wages and salaries 52,734 52,203 

Voluntary redundancy costs 8,606 5,544 

Stock options – (988) 

Social security contributions 11,349 12,443 

Employee leaving indemnity 179 294 

Costs for defined contribution pension funds/Other costs 4,277 5,055 

Total 77,145 74,551

The item “Wages and salaries” includes around 2.7 million euro relating to the conclusion of a specific contract.

Net of said component, a decrease is recorded in personnel costs, due mainly to the reduction of the average headcount (923
employees compared to 1,026 in the previous year).

For the number of employees see the comments on employee benefit obligations (note 19).

The item includes costs for non-recurring events of 8,606 thousand euro, accounting for around 11.2% of the total item.

Depreciation, amortisation and impairment

Details of depreciation, amortisation and impairment can be found in the tables accompanying the notes on property, plant
and equipment and intangible assets (notes 1 and 2).

Other costs

As at December 31, 2012 these amount to 99,381 thousand euro, compared with 152,716 thousand euro in 2011.

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Other costs charged by associates 138 351 

Other costs charged by joint ventures and other Prelios Group companies 4,718 5,516 

Other costs charged by other related parties 921 3,088 

Other costs charged by third parties 93,604 143,761 

Total 99,381 152,716

The item can be broken down by type as follows:

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Services 56,311 66,450 

Lease and rental costs 14,329 15,399 

Impairment of receivables 10,592 55,552 

Provisions for risks 4,740 4,270 

Other operating expenses 13,409 11,045 

Total 99,381 152,716
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Costs for services

Costs for services amount to a total of 56,311 thousand euro, compared with 66,450 thousand euro in 2011.

Costs for services consist mostly of construction and maintenance costs, costs for managing third-party assets, commission
payable and consultancy and professional fees.

The item fell considerably, owing mostly to lower volumes of construction and maintenance contracts managed by the Group,
and a decrease in consultancy concerning the operating Group’s business.

Emoluments paid to Directors and the Supervisory Board amount to 3,576 thousand euro, compared with 3,572 thousand
euro at December 31, 2011, and fees paid to statutory auditors of consolidated companies amount to 570 thousand euro,
compared with 682 thousand euro in 2011.

The item includes costs for non-recurring events of 551 thousand euro, accounting for approximately 1% of the total item.

Lease and rental costs 

These costs amount to 14,329 thousand euro, compared with a total of 15,399 thousand euro accounted for at December
31, 2011, and refer almost entirely to the rental of head office buildings, and to the lease and hire of motor vehicles.

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Lease and rental costs charged by other related parties 426 211 

Lease and rental costs charged by joint ventures and other Prelios Group companies 4,309 4,853 

Lease and rental costs charged by third parties 9,594 10,335 

Total 14,329 15,399

The item includes costs for non-recurring events of 163 thousand euro accounting for approximately 1% of the total item.

Impairment of receivables 

Impairment of receivables (10,592 thousand euro, compared with 55,552 thousand euro at December 31, 2011) was reco-
gnised for potential risks of debtor default and for bad debts incurred in the period in question.

The variation with respect to the previous year is essentially due to the fact that, within the general context of liquidity tension
which affected the property market, certain significant positions were already written down in 2011. In addition, the impair-
ment of receivables as at December 31, 2011 related to the write-down of receivables due to German service companies that
managed the Baubecon portfolio (around 19 million euro). 

The item includes costs for non-recurring events of 9,710 thousand euro, accounting for 92% of the total item, due to the
write-down of certain significant positions, to ensure that certain investee companies continue as going concerns, as part of
the financial restructuring plans already formalised or at an advanced stage of negotiation, as described in more detail under
the items “Trade receivables” and “Other receivables” to which the reader is referred. 

Provisions for risks and expenses

At December 31, 2012 provisions were set aside for a total of 4,740 thousand euro, compared with 4,270 thousand euro in
2011.

Details of these provisions can be found in the notes on liabilities in the section “provisions for future risks and expenses”.

The item includes costs for non-recurring events of 2,150 thousand euro, accounting for 45% of the total item, mostly attri-
butable to future expenses and compensation relating to the transfer of the Milan office in November 2012.
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Other operating expenses

These amount to 13,409 thousand euro, compared with 11,045 thousand euro in 2011.

The item includes, among other things, 1,863 thousand euro in costs for duties and other taxes, mostly involving IMU (muni-
cipal property tax), registration tax and non-recoverable VAT on financial transactions. 

The item includes costs for non-recurring events of 1,404 thousand euro, accounting for 10.5% of the total item.

Note 26. NET INCOME FROM INVESTMENTS

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Net profit share from investments in associates and joint ventures (135,782) (90,899) 

Dividends 2,354 6,658 

Gains on investments 5,038 1,098 

Losses on investments (20,780) (109,841) 

Total (149,170) (192,984)

The item includes a pro-rata net negative effect for the Prelios Group of 78.2 million euro deriving from property write-downs.

The item in question also includes a negative effect of 3,201 thousand euro (11,370 thousand euro as at December 31, 2011)
from the fair value adjustment of the interests held by Prelios Netherlands B.V. in the Olinda fund as a result of the company
management’s desire to recover its carrying amount through selling instead of by keeping it in the portfolio.

Losses on investments include, among other things, the adjustment to the carrying amount of European NPL S.A. in respect
of contractual forecasts defined by the “head of terms” signed by the parent company with the potential purchaser.

In 2011, the significant expenses recorded under losses on investments resulted mainly from value adjustments made to in-
vestments and financial receivables relating to Aida RE B.V., Nabucco RE B.V. and Theta RE B.V., amounting to 81,670 thou-
sand euro, thus bringing them down to zero, in keeping with the exercising by Barclays Bank of the purchase option on com-
panies belonging to the BauBeCon portfolio, previously consolidated using the equity method, at a symbolic price of 1 euro. 

The item in question also included13,635 thousand euro deriving from the recalculation of deferred contractual expenses re-
lating to the sale of the Facility Management Unit and of the minority interest in what was then Pirelli RE Società di Gestione
del Risparmio S.p.A.

These effects were partially offset by the result achieved following the sale of the operating company Rinascente S.r.l. by the
holding Rinascente Upim S.r.l.; this transaction enabled the Group to increase the value of its investment in a business no lon-
ger considered strategic, realising a capital gain of approximately 28 million euro, net of closing costs of 4.4 million euro.

Finally, during the year in question, dividends were distributed to the Group by the Tecla (349 thousand euro) and Cloe (118
thousand euro) funds, and by companies in which minority interests are held (1,887 thousand euro). 

The item includes costs for non-recurring events of 746 thousand euro, accounting for approximately 0.5% of the total item.

Note 27. FINANCIAL INCOME 

Financial income amounts to 16,071 thousand euro, compared with 29,797 thousand euro in the previous year and can be
broken down as follows:
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01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Interest income

a) Interest income from non-current assets:

– Interest income on financial receivables due from associates 38 33 

– Interest income on financial receivables due from joint ventures 12,047 24,778 

Total interest income from non-current assets 12,085 24,811 

b) Interest income from current assets:

– Interest income from joint venture 1,204 2,597 

– Other interest 443 515 

Total interest income from currant assets 1,647 3,112 

Other financial income

c) Other financial income from non-current assets:

– Income from securities 2 50 

Total other financial income from non-current assets: 2 50 

d) Other financial income from current assets:

– Other income from joint ventures 42 – 

Total other financial income from current assets 42 – 

Other/miscellaneous 491 299 

Exchange gains 1,804 1,525 

Total 16,071 29,797

The changes in interest income are related both to financial receivables from Group companies and to intra-group current ac-
counts in place with associates or joint ventures, and to the interest rates.

Exchange gains, totalling 1,804 thousand euro, relate essentially to loans in Polish currency disbursed to the joint ventures
Polish Investments Real Estate Holding B.V. and Polish Investments Real Estate Holding II B.V., and are offset by costs re-
corded on currency hedges in place.

Note 28. FINANCIAL EXPENSES

These amount to 60,604 thousand euro, compared with an amount of 35,727 thousand euro recorded at December 31,
2011.

They are broken down as follows:

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Interest due to banks 32,471 21,009 

Interest due to joint ventures 1,375 1,851 

Interest due to other related parties 14,824 7,276 

Interest due to others 233 476 

Other financial expenses 2,085 2,762 

Other financial expenses due to other related parties – 16 

Other financial expenses due to joint ventures 4,612 18 

Exchange losses 2,221 2,319 

Measurement of derivatives 2,783 – 

Total 60,604 35,727
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Interest due to banks refers to loans obtained from banks for normal management of the business, and the share of upfront
commission paid for said loans. 

Interest due to other related parties concerns the loan granted by Pirelli & C. S.p.A. to Prelios S.p.A., and the share of upfront
commission paid for said loan.

Other financial expenses due to joint ventures refer to the write-down of the Highstreet investment (4,576 thousand euro). 

Exchange losses amount to 2,221 thousand euro, compared with 2,319 thousand euro in the previous year, and mostly refer
to the valuation of outstanding shareholders’ loans in Polish currency at year-end exchange rates at December 31, 2012, and
to the net exchange losses realised on currency hedges (euro/zloty). 

The measurement of derivatives includes 2,526 thousand euro in losses previously recognised in equity in relation to deriva-
tive financial instruments hedging the interest rate risk on borrowings subscribed by the parent company in 2012, and recor-
ded in the income statement as at December 31, 2012, as a result of the ineffectiveness of the hedging relationship highli-
ghted by the prospective effectiveness test.

Note 29. TAXES

01.01.2012/ 01.01.2011/
12.31.2012 12.31.2011

Current taxes 5,394 19,534 

Deferred tax assets 3,463 (238) 

Deferred tax liabilities 632 (1,414) 

Total 9,489 17,882

The item “Taxes” relates to current taxes, deferred tax assets and deferred tax liabilities, calculated on the basis of applicable
tax rates, and amount to 9,489 thousand euro, compared to 17,882 thousand euro in 2011. 

In particular, the total amount comprises:

– IRES and other taxes on foreign income amounting to 7,583 thousand euro (of which 3,538 thousand euro in current
taxes), compared to 13,004 thousand euro in 2011, which instead benefited from 5,950 thousand euro in contingent as-
sets relating to the recognition of higher deductibility of costs on foreign income concerning previous years;

– IRAP totalling 1,906 thousand euro (of which 1,856 thousand euro in current taxes), compared with 2,312 thousand euro
in 2011;

– substitute income tax; the item, only present at December 31, 2011 for 2,566 thousand euro, referred to the 5% tax on
the Net Asset Value of directly held provisions.

The reconciliation between the income taxes reported in the financial statements and the theoretical charge (income
taxes/IRAP – regional business tax) is presented below:
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INCOME TAXES 12.31.2012

INCOME (LOSS) BEFORE TAXES (231,536)

Reversal of net income (loss) from investments (161,174) 

Taxed dividends 2,007 

Other taxable/disallowable changes 2,067

Taxable base (388,636)

Theorical tax 17,994 

Difference in prior year tax (1,762) 

Adjusted theoretical tax 16,232 

Reports tax (7,583)

Difference due to: (23,815)

– Disallowable interest expense (art, 96 Italian Income Tax Code) (8,858)

– Tax not deductible against negative tax base (7,915)

– Disallowable costs and out-of-period expenses (3,181)

– Impairment of receivables (2,050)

– Non-dedictible tax (936)

– Other changes (875)

IRAP (regional business tax) 12.31.2012

ITALIAN INCOME (LOSS) BEFORE TAXES (42,921)

Personnel costs 46,187 

Net financial result from financial companies (33,056)

Taxable base (29,790)

Theoretical tax (3,9%) 1,162 

Difference in prior year tax 50 

Adjusted theoretical tax 1,212 

Report tax (1,906)

Difference due to: (3,118)

– Tax not deductible against negative tax base (1,953)

– Difference between theoretical/effective rate 47

– Disallowable costs and out-of-period expenses (302)

– Impairment of receivables (261)

– Personal loans / CO.CO.PRO. / Directors (107)

– Interest expense (83)

– Allocation to provision for risks / Utilisation (79)

– Other changes (380)
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The nominal tax rates in countries where the Group's companies operate are as follows:

Europe: 12.31.2012

Italy 31,40%

Germany 31,83%

Netherlands 25,50%

Poland 19,00%

Note 30. EARNINGS/(LOSS) PER SHARE 

12.31.2012 12.31.2011

Weighted average number of shares outstanding for the calculation of earnings (loss) per share:

– basic (A) 839,982,115 839,982,115 

Consolidates net income (loss) (B) (241,734) (289,641)

Earnings (loss) per share (in euro):

– basic (B/A) (0,29) (0,34)

Diluted earnings per share are not reported for 2012 because there are no instruments in circulation that might involve diluti-
ve effects.

6.9. Segment information

The Group has applied IFRS 8 for its segment reporting; this standard focuses on the reporting used internally by company
management and requires companies to base their segment information on components used by management to make ope-
rational decisions.

Operating segments are therefore components of an entity for which discrete financial information is available and whose ope-
rating results are regularly reviewed by top management for the purposes of deciding how to allocate resources and for per-
formance assessment.

As discussed in the directors’ report on operations, the Group's organisational structure is, in fact, based on three geogra-
phical areas: Italy, Germany and Poland. 

The geographical areas have been identified on the basis of the country in which the businesses are located.

The results by segment at December 31, 2012 are as follows:
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Italy Germany Poland NPL Holding Total Intragroup Consolidated
eliminations total

Consolidated revenues 53,752 59,282 1,429 15,185 1,708 131,356 (395) 130,961 
of which from third parties 53,752 59,282 1,429 15,185 1,313 130,961 – 130,961 
of which from the Group – – – – 395 395 (395) – 
EBIT (25,930) (3,965) (963) (5,374) (9,531) (37,833) – (37,833)
Net income from investments (73,590) (14,946) (1,707) (58,927) – (149,170) – (149,170)
EBIT including net income
from investments (99,520) (10,981) (2,670) (64,301) (9,531) (187,003) – (187,003)
Financial income from
investments 3,430 3,772 2,120 2,765 – 12,087 – 12,087
EBIT including net income
and financial income from
investments (a) (96,090) (7,209) (550) (61,536) (9,531) (174,916) – (174,916)
Other financial income/expenses – – (56,620)
Profit (loss) before taxes (174,916) – (231,536)
Income taxes – – (9,489)
Net income (loss) for the year (174,916) – (241,025)
Attributable to minority interests – – 709
Consolidated net income
(loss) for the year (174,916) – (241,734)
Notes:

Property write-downs/revaluations (b) (65,023) (20,929) – – – (85,952) – (85,952)

Restructuring costs (c) (19,978) (2,595) – 1,182 – (21,391) – (21,391)

EBIT including net income and financial
income from investments before
restructuring costs and property
write-downs/revaluations and
property tax (d) = (a) - (b) - (c) (11,089) 16,315 (550) (62,718) (9,531) (67,573) 0 (67,573)
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The results by segment at December 31, 2011 are as follows: 

Italy Germany Poland NPL Holding Total Intragroup Consolidated
eliminations total

Consolidated revenues 78,822 74,149 2,363 18,250 7,499 181,083 (3,282) 177,801
of which from third parties 78,822 74,149 2,363 18,250 4,217 177,801 – 177,801
of which from the Group – – – – 3,282 3,282 (3,282) –
EBIT (35,630) (17,436) (2,529) (9,780) (9,361) (74,736) – (74,736)
Net income from investments (64,589) (78,580) (8,545) (41,270) – (192,984) – (192,984)
EBIT including net income
from investments (100,219) (96,016) (11,074) (51,050) (9,361) (267,720) – (267,720)
Financial income from
investments 4,094 15,677 1,694 2,381 – 23,846 – 23,846
EBIT including net income
and financial income from
investments (96,125) (80,339) (9,380) (48,669) (9,361) (243,874) – (243,874)
Other financial income/expenses – – (29,776)
Profit (loss) before taxes (243,874) – (273,650)
Income taxes – – (17,882)
Net income (loss) for the year (243,874) – (291,532)
Attributable to minority interests – – (1,891)
Consolidated net income
(loss) for the year (243,874) – (289,641)
Notes:

Property write-downs/revaluations (99,166) (93,096) (2,320) – – (194,582) – (194,582)

Restructuring costs (47,430) (377) (861) – – (48,668) – (48,668)

Property tax (6,295) – – – – (6,295) – (6,295)

EBIT including net income and financial
income from investments before
restructuring costs and property
write-downs/revaluations and
property tax 54,766 13,134 (6,199) (48,669) (9,361) 5,671 – 5,671

Intra-segment sales took place under the same terms and conditions as third-party sales.

The significant assets and liabilities for management accounting purposes are obtained by aggregating or reclassifying the
IFRS accounting balances and can therefore be reconciled back indirectly to the IFRS financial statement formats, as shown
in the notes at the foot of the tables.
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Assets and liabilities by geographical area are as follows at December 31, 2012:

Italy Germany Poland NPL Total Intragroup Consolidated
eliminations total

Fixed assets: 254,673 143,970 3,336 2,488 404,467 – 404,467

Property, plant and equipment 817 670 79 49 1,615 – 1,615

Intangible assets, of which: 51,407 95,409 3,257 2,240 152,313 – 152,313

Goodwill 45,310 95,184 3,257 1,928 145,679 – 145,679

Investments in real estate funds
and investment companies
and other financial assets 202,449 47,891 – 199 250,539 – 250,539 (1)

Net working capital 56,092 (13,522) 268 12,429 55,465 – 55,465

Inventories 51,793 2,545 41 – 54,379 – 54,379

Other components of net
working capital 4,299 (16,067) 227 12,429 708 – 708 (2)

Net invested capital 310,765 130,448 3,604 14,737 459,554 – 459,554

The balances indicated by notes 1) and 2) have been obtained as follows:

Notes CONSOLIDATED TOTAL as per of which
TOTAL not included financial included

in PFN statements in NFP

1) Investments in associates 53,625 53,625 – 

Investments in joint ventures 183,145 183,145 – 

Other financial assets 16,577 16,577 – 

Provision for future risks on equity-accounted
investments reclassified from “Current provisions for
future risks and expenses” (2,808) (2,808) – 

Total investments in real
estate funds and investment
companies 250,539 250,539 – 

2) Deferred tax assets 24,325 24,325 – 

Other non-current receivables 5,428 213,579 208,151

Current trade receivables 63,891 63,891 – 

Other current receivables 35,741 35,917 176 

Current tax receivables 8,465 8,465 – 

Other non-current payables (976) (976) – 

Non-current tax payables (7,376) (7,376) – 

Current trade payables (49,375) (49,375) – 

Other current payables (64,060) (64,060) – 

Current tax payables (12,829) (12,829) – 

Derivative financial instruments (2,526) (2,526) – 

Other components of net
working capital 708 209,035 208,327 
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Assets and liabilities by geographical area are as follows at December 31, 2011:

Italy Germany Poland NPL Total Intragroup Consolidated
eliminations total

Fixed assets: 328,314 168,418 2,352 7,742 506,826 – 506,826

Property, plant and equipment 3,757 835 130 82 4,804 – 4,804

Intangible assets, of which: 53,507 95,405 3,257 5,242 157,411 – 157,411

Goodwill 45,310 95,184 3,257 4,378 148,129 – 148,129

Investments in real estate funds
and investment companies
and other financial assets 271,050 72,178 (1,035) 2,418 344,611 – 344,611(1)

Net working capital 61,369 (11,302) (334) 20,643 70,376 – 70,376

Inventories 52,692 2,545 64 – 55,301 – 55,301

Other components of net
working capital 8,677 (13,847) (398) 20,643 15,075 – 15,075(2)

Net invested capital 389,683 157,116 2,018 28,385 577,202 – 577,202

The balances indicated by notes 1) and 2) have been obtained as follows:

Notes CONSOLIDATED TOTAL as per of which
TOTAL not included financial included

in PFN statements in NFP

1) Investments in associates 65,713 65,713 –

Investments in joint ventures 261,323 261,323 –

Other financial assets 24,706 24,706 –

Provision for future risks on equity-accounted
investments reclassified from “Current provisions for
future risks and expenses” (7,131) ( 7,131) –

Total investments in real
estate funds and investment
companies 344,611 344,611 –

2) Deferred tax assets 26,407 26,407 –

Other non-current receivables 5,746 319,359 313,613

Current trade receivables 78,074 78,074 –

Other current receivables 45,925 45,988 63 

Current tax receivables 11,048 11,048 –

Other non-current payables (3,849) (3,849) –

Current trade payables (74,852) (74,852) –

Other current payables (62,144) (62,144) –

Current tax payables (11,280) (11,280) –

Other components of net
working capital 15,075 328,751 313,676 
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6.10. Related party transactions

The following tables show transactions and balances with related parties:

01.01.2012/ Incidence 01.01.2011/ Incidence 
12.31.2012 % (*) 12.31.2011 % (*)

Operating revenues 71,183 47,1% 97,942 52,6%

Operating costs (11,407) 6,0% (13,550) 5,2%

Net income from investments (149,922) 100,5% (184,241) 95,5%

Financial income 13,332 83,0% 27,404 92,0%

Financial expenses (20,811) 34,3% (9,161) 25,6%

(*) The percentage incidence is calculated with reference to total financial statement items

12.31.2012 12.31.2011 

Total Incidence Non- Current Total Incidence Non- Current
% (*) current % (*) current

Trade receivables 46,745 73,2% – 46,745 45,520 58,3% – 45,520

Other receivables of which: 213,708 85,7% 208,105 5,603 319,778 87,5% 313,491 6,287

– financial receivables 208,271 100,0% 208,095 176 313,549 100,0% 313,486 63

Trade payables (3,702) 7,5% – (3,702) (8,185) 10,9% – (8,185)

Other payables (20,639) 31,7% – (20,639) (21,226) 32,2% (2,608) (18,618)

Tax payables (1,324) 6,6% – (1,324) (1,080) 9,6% – (1,080)

Bank borrowings and payables to other
financial institutions (175,382) 31,0% (157,389) (17,993) (161,140) 30,6% (160,038) (1,102)

Provisions for future risks and expenses (2,808) 5,2% – (2,808) (7,131) 10,1% – (7,131)

(*) The percentage incidence is calculated with reference to total financial statement items
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Transactions and balances between the Prelios Group and associates, joint ventures and other companies in the Prelios
Group are detailed as follows:

Transactions and balances with associates/joint ventures and other Prelios Group companies

Operating revenues 70,170 These refer to contracts with Group companies for fund and asset
management services (real estate and non performing loans) and
technical and commercial services.

Operating costs (4,856) These refer to recharges of various kinds.

Net income from investments (149,922) This item mainly consists of the results of investments accounted
for using the equity method, value adjustments made to certain
investments held by the Group and dividends distributed by real
estate funds and companies in which a minority interest is held.

Financial income 13,332 This mostly refers to interest earned on financial receivables held by
Group companies.

Financial expenses (5,987) The item mainly relates to the discounting of receivables due to
Group companies not consolidated on a line-by-line basis.

Current trade receivables 46,182 This balance includes the receivables relating to ”operating
revenues”.

Other non-current receivables 208,105

– of which financial receivables 208,095 This reflects the loans given to finance real estate projects being
managed by the Group. These loans are classified as non-current
assets by virtue of their terms of repayment, which match the
medium-term disposal programmes of the real estate portfolios
owned directly or indirectly by these companies. These loans carry
interest rates that are in line with those applied by the principal
market participants except for some companies which have been
given non-interest bearing loans.

Other current receivables 4,872 The item includes, among other things, receivables for dividends
resolved, but still to be collected and residual sundry receivables.

– of which financial receivables 176 

Current trade payables (3,572) They refer to recharges of various types, mainly attributable to rent,
urbanisation charges and accessory costs.

Other current payables (20,639) These refer to different kinds of recharge.

Current tax payables (1,324) The amount relates mainly amounts owing to Trixia S.r.l. under its
adoption of the “tax transparency” regime allowed by art. 115 of
the Italian Income Tax Code, whereby a company’s positive or
negative taxable amounts are attributed to its shareholders.

Non-current bank borrowings and payables to
other financial institutions (32)

Current bank borrowings and payables to
other financial institutions (4,487) The item, amounting to 4,487 thousand euro includes not only

residual intercompany current account balances due, but certain
financial payables due to the parent company in respect of the
obligation to be subscribed, via the investments Afrodite S.àr.l. and
Artemide S.àr.l., shares of the Fondo Residenziale Diomira and due
to the subsidiary Prelios Netherlands B.V. to subscribe shares of the
Fondo Vivaldi.

Provisions for future risks and expenses (2,808) This refers to the provision for making good the losses of associates
and joint ventures in excess of their carrying amounts.

For the sake of completeness, details will now be provided of the transactions and balances at December 31, 2012 betwe-
en the Prelios Group and other parties that are indirectly related through the directors. 

CONSOLIDATED FINANCIAL STATEMENT AS AT DECEMBER 31, 2012 EXPLANATORY NOTES | PRELIOS GROUP | ANNUAL FINANCIAL REPORT 2012

143

067-154.qxp:Layout 1  3-05-2013  16:36  Pagina 143



The following table provides details of transactions and balances with these related parties:

Transactions and balances with Pirelli & C. other Pirelli & C. Group companies

Operating revenues 1,013 These relate mainly to the recovery of costs for the rental of some
spaces in the Milan - HQ2 office, the chargeback by Lambda S.r.l.
of site remediation costs for the area located in the Bicocca zone
set aside to house the crèche/nursery school, as well as the
recovery of costs for various services.

Operating costs (921) The item includes the costs of the health service provided by the
company Poliambulatorio Bicocca S.r.l., the cost of IT support from
Pirelli Sistemi Informativi S.r.l., costs charged back by Pirelli & C.
S.p.A. for the rental of the R&D building and the use of some
spaces in the HQ1 building, as well as the impact deriving from the
sale of furniture to Pirelli Tyre S.p.A. and improvements to the Milan
- HQ2 office. 

Financial expenses (14,824) These relate to interest accrued on the loan granted by Pirelli & C.
S.p.A., and the share of upfront commission paid for said loan.

Current trade receivables 562 These mainly refer to the recharge of various services reported in
“Operating revenues”.

Other current receivables 731 The item refers mostly to the guarantee deposit paid to Pirelli & C.
S.p.A. for the rental of the R&D building.

Current trade payables (130) These refer mainly to payables for health services, information
technology services and for certain site remediation services
provided by companies in the Pirelli & C Group.

Non-current bank borrowings and payables to They refer to the use of the floating rate credit facility granted by
other financial institutions (157,357) Pirelli & C. S.p.A. to Prelios S.p.A..

Current bank borrowings and payables to These refer to interest payable on the credit facility granted by
other financial institutions (13,506) Pirelli & C. S.p.A..

Cash flows

At December 31, 2012 there are no material cash flows relating to related party transactions that are not directly evidenced
in the financial statements or in the accompanying notes.

Key management personnel

At December 31, 2012, the remuneration of the 19 key managers (of whom 17 are in office as at December 31, 2012), mea-
ning those persons, including the directors (whether executive or otherwise), with the authority and responsibility, directly or
indirectly, for planning, managing and controlling the activities of Prelios S.p.A., amounts to 5,630 thousand euro (4,546 thou-
sand euro at December 31, 2011), of which 3,412 thousand euro (1,799 thousand euro in 2011) classified in the income sta-
tement as “Personnel costs” and 2,218 thousand euro (2,747 thousand euro at December 31, 2011) recognised in the inco-
me statement as “Other costs”.

The long-term portion is zero as at December 31, 2011.
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6.11. Other information

Independent auditor fees 

The following table, prepared in accordance with art. 149-duodecies of the CONSOB Issuer Regulations, reports the fees paid
in 2012 for auditing and other services provided by Reconta Ernst & Young S.p.A. and members of its network. 

Description of appointment Partial fees Total Fees
(Euro/000) (Euro/000)

Auditing services: 1,921

Prelios S.p.A. 1,118 

Subsidiaries 803 

Certification services: 8

Prelios S.p.A. – 

Subsidiaries 8 

Services other than auditing: 555

Prelios S.p.A. 100 

Subsidiaries 455 

Grand Total: 2,484

Prelios S.p.A. 1,218 

Subsidiaries 1,266 

Milan, March 27, 2013 The Board of Directors
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7. SUPPLEMENTARY TABLES TO THE CONSOLIDATED FINANCIAL STATEMENTS

7.1. Appendix 1: Consolidation area

12.31.2012 12.31.2011
Companies consolidated on a line-by-line basis Business sector Registered office Share capital % interest & % interest &
Subsidiaries at 12.31.2012 City/State Held at 12.31.2012 by voting rights (*) voting rights (*)

BauBeCon Treuhand GmbH Real Estate Hannover/Germany € 530,000 Prelios Immobilien Management GmbH 100,00% 100,00

Brand for Agency Services S.r.l. (formerly NewCo RE 1 S.r.l.) (1) Real Estate Milan/Italy € 30,000 Prelios S.p.A. 100,00% 100,00%

Centrale Immobiliare S.p.A. Real Estate Milan/Italy € 5,200,000 Prelios S.p.A. 100,00% 100,00%

CFT Finanziaria S.p.A. NPL Milan/Italy € 20,110,324 Prelios S.p.A. 100,00% 100,00%

DGAG Beteiligung GmbH & Co. KG Real Estate Hamburg/Germany € 42,118,455 Mistral Real Estate B.V. 94,90% 94,90%

DGAG Nordpartner GmbH & Co. KG Real Estate Hamburg/Germany € 2,760,976 Mistral Real Estate B.V. 94,00% 94,00%

Edilnord Gestioni S.r.l. (in liquidation) Real Estate Milan/Italy € 100,000 Prelios S.p.A. 100,00% 100,00%

Einkaufszentrum Münzstrasse GmbH & Co. KG Real Estate Hamburg/Germany DM 10,000,000 DGAG Beteiligung GmbH & Co. KG 74,80% 74,80%

Prelios Deutschland GmbH 25,20% 25,20%

Erste DGAG Grundstücksgesellschaft mbH & Co. KG Real Estate Hamburg/Germany DM+€ 970,000+31,700 DGAG Beteiligung GmbH & Co. KG 94,00% 94,00%

Verwaltung Erste DGAG Grundstücksgesellschaft mbH 6,00% 6,00%

Geolidro S.p.A. Real Estate Naples/Italy € 3,099,096 Centrale Immobiliare S.p.A. 100,00% 100,00%

Iniziative Immobiliari 3 S.r.l. Real Estate Milan/Italy € 10,000 Prelios S.p.A. 100,00% 100,00%

Lambda S.r.l. Real Estate Milan/Italy € 578,760 Prelios S.p.A. 100,00% 100,00%

Mistral Real Estate B.V. (Tracking Share) (**) Real Estate Amsterdam/Netherlands € 18,000 Prelios S.p.A. 35,02% 35,02%

Mistral Real Estate B.V. (Tracking Shares Goßlers Park) (**) Real Estate Amsterdam/Netherlands € 18,000 Prelios S.p.A. 35,02% 35,02%

Mistral Real Estate B.V. (Tracking Shares Osnabruck) (**) Real Estate Amsterdam/Netherlands € 18,000 Prelios S.p.A. 35,02% 35,02%

Mistral Real Estate B.V. (Tracking Shares Dresden) (**) Real Estate Amsterdam/Netherlands € 18,000 Prelios S.p.A. 35,02% 35,02%

Orione Immobiliare Prima S.p.A. Real Estate Milan/Italy € 104,000 Prelios S.p.A. 100,00% 100,00%

Parcheggi Bicocca S.r.l. Real Estate Milan/Italy € 1,500,000 Prelios S.p.A. 100,00% 100,00%

P.B.S. Società consortile a r.l. (in liquidation) (2) Real Estate Milan/Italy € 100,000 Prelios Property Management S.p.A. 60,00% 60,00%

Prelios Bulgaria AD in liquidation (3) Real Estate Sofia/Bulgaria BGN – Prelios Netherlands B.V. – 75,00%

Prelios Agency S.p.A. Real Estate Milan/Italy € 1,000,000 Prelios S.p.A. 100,00% 100,00%

Prelios Agency Deutschland GmbH Real Estate Hamburg/Germany € 25,000 Prelios Deutschland GmbH 100,00% 100,00%

Prelios Asset Management Deutschland GmbH Real Estate Hamburg/Germany € 25,000 Prelios Deutschland GmbH 100,00% 100,00%

Prelios Credit Servicing S.p.A. (4) NPL Milan/Italy € 14,250,000 Prelios S.p.A. 80,00% 80,00%

Prelios Deutschland GmbH Real Estate Hamburg/Germany € 5,000,000 Prelios S.p.A. 100,00% 100,00%

Prelios Facility Management Deutschland GmbH Real Estate Hamburg/Germany € 25,600 Prelios Deutschland GmbH 100,00% 100,00%

Prelios Finance S.p.A. (5) Real Estate Milan/Italy € – Prelios Agency S.p.A. – 100,00%

Prelios Hausmeister Service Deutschland GmbH Real Estate Kiel/Germany € 25,000 Prelios Facility Management Deutschland GmbH 100,00% 100,00%

Prelios Immobilien Management GmbH Real Estate Hamburg/Germany € 25,000 Prelios Deutschland GmbH 100,00% 100,00%

Prelios Investments Deutschland GmbH (6) Real Estate Hamburg/Germany € 25,000 Prelios S.p.A. 100,00% 0,00%

Prelios Management Services Deutschland GmbH Real Estate Hamburg/Germany € 25,000 Prelios Deutschland GmbH 100,00% 100,00%

Prelios Netherlands B.V. Real Estate Amsterdam/Netherlands € 21,000 Prelios S.p.A. 100,00% 100,00%

Prelios Polska Sp.z.o.o. (formerly Pirelli Pekao Real Estate Sp.z o.o.) (7) Real Estate Warsaw/Poland PLN 35,430,000 Prelios S.p.A. 100,00% 75,00%

Prelios Property & Project Management S.p.A Real Estate Milan/Italy € 124,400 Prelios S.p.A. 100,00% 100,00%

Prelios Residential Investments GmbH Real Estate Hamburg/Germany € 570,000 Prelios S.p.A. 100,00% 100,00%

Prelios Società di Gestione del Risparmio S.p.A. Real Estate Milan/Italy € 24,558,763 Prelios S.p.A. 90,00% 90,00%

Prelios Valuations & e-Services S.p.A Real Estate Milan/Italy € 298,999 Prelios Agency S.p.A. 100,00% 100,00%
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12.31.2012 12.31.2011
Companies consolidated on a line-by-line basis Business sector Registered office Share capital % interest & % interest &
Subsidiaries at 12.31.2012 City/State Held at 12.31.2012 by voting rights (*) voting rights (*)

Progetto Vallata S.r.l. (in liquidation) (8) Real Estate Milan/Italy € 1,500,000 Prelios S.p.A. 80,00% 80,00%

Projekt Bahnhof Hamburg-Altona Verwaltungs GmbH Real Estate Hamburg/Germany € 25,000 Projektentwicklung Bahnhof Hamburg-Altona GmbH & Co. KG 100,00% 100,00%

Projektentwicklung Bahnhof Hamburg-Altona GmbH & Co. KG Real Estate Hamburg/Germany € 8,000,000 Prelios Deutschland GmbH 74,90% 74,90%

Servizi Amministrativi Real Estate S.p.A. Other Milan/Italy € 520,000 Prelios S.p.A. 100,00% 100,00%

SIB S.r.l. Real Estate Milan/Italy € 10,100 Prelios Credit Servicing S.p.A. 100,00% 100,00%

Sustainable Energy S.r.l. Real Estate Milan/Italy € 10,000 Prelios S.p.A. 100,00% 100,00%

Tau S.r.l. (in liquidation) (9) Real Estate Milan/Italy € – Orione Immobiliare Prima S.p.A. – 100,00%

Verwaltung Einkaufszentrum Münzstrasse GmbH Real Estate Hamburg/Germany DM 50,000 DGAG Beteiligung GmbH & Co. KG 74,80% 74,80%

Prelios Deutschland GmbH 25,20% 25,20%

Verwaltung Erste DGAG Grundstücksgesellschaft mbH Real Estate Hamburg/Germany € 25,000 DGAG Beteiligung GmbH & Co. KG 100,00% 100,00%

Verwaltung Grundstücksgesellschaft Friedenstraße Wohnungsbau mbH Real Estate Hamburg/Germany € 26,100 DGAG Beteiligung GmbH & Co. KG 100,00% 100,00%

Companies accounted for using the equity method
Associates

Cairoli Finance S.r.l. (in liquidation) NPL Milan/Italy € 10,000 Prelios S.p.A. 35,00% 35,00%

Dixia S.r.l. (10) Real Estate Milan/Italy € – Prelios S.p.A. – 30,00%

Monteverdi - closed-end speculative real estate investment fund Real Estate Milan/Italy € 62,000,000 Iniziative Immobiliari 3 S.r.l. 29,84% 29,84%

Prelios Società di Gestione del Risparmio S.p.A. 4,03% 4,03%

Tiglio I S.r.l. 66,13% 66,13%

Olinda Fondo Shops - Listed private contribution fund (*) Real Estate Milan/Italy € NA Prelios Società di Gestione del Risparmio S.p.A. 5,18% 5,18%

Prelios Netherlands B.V. 6,64% 6,64%

Progetto Corsico S.r.l. Real Estate Milan/Italy € 100,000 Prelios S.p.A. 49,00% 49,00%

Progetto Fontana S.r.l. (in liquidation) Real Estate Milan/Italy € 10,000 Prelios S.p.A. 23,00% 23,00%

Sci Roev Texas Partners L.P. Real Estate Dallas/USA $ 12,000,000 Prelios S.p.A. 10,00% 10,00%

S.J. Acquisition L.P Real Estate New York/USA $ 1,243,465 Prelios S.p.A. 10,00% 10,00%

Spazio Investment N.V. (*) Real Estate Amsterdam/Netherlands € 4,589,189 Prelios Netherlands B.V. 22,07% 22,07%

Spazio Investment N.V. 0,23% 0,23%

Joint venture

Afrodite S.àr.l. Real Estate Luxembourg € 4,129,475 Prelios S.p.A. 40,00% 40,00%

Aida RE B.V. Real Estate Amsterdam/Netherlands € 18,000 Prelios Netherlands B.V. 40,00% 40,00%

Alceo B.V. Real Estate Amsterdam/Netherlands € 18,000 Prelios S.p.A. 33,00% 33,00%

Alimede Luxembourg S.àr.l. Real Estate Luxembourg € 12,955 Prelios S.p.A. 35,05% 35,00%

Alnitak S.àr.l. Real Estate Luxembourg € 4,452,500 Prelios S.p.A. 35,00% 35,00%

Aree Urbane S.r.l. (in liquidation) Real Estate Milan/Italy € 100,000 Prelios S.p.A. 34,60% 34,60%

Artemide S.àr.l. Real Estate Luxembourg € 2,857,050 Prelios S.p.A. 35,00% 35,00%

Austin S.àr.l. Real Estate Luxembourg € 125,000 Prelios S.p.A. 28,46% 28,46%

Beteiligungsgesellschaft Einkaufszentrum Mülheim mbH Real Estate Hamburg/Germany DM 60,000 Prelios Deutschland GmbH 41,17% 41,17%

Bicocca S.à.r.l. Real Estate Luxembourg € 12,520 Prelios S.p.A. 35,00% 35,00%

Castello S.r.l. (in liquidation) (11) Real Estate Milan/Italy € – Prelios S.p.A. – 49,10%

City Center Mülheim Grundstücksgesellschaft mbH & Co. KG Real Estate Hamburg/Germany € 47,805,791 Prelios Deutschland GmbH 41,18% 41,18%

Colombo S.àr.l. Real Estate Luxembourg € 960,150 Prelios S.p.A. 35,00% 35,00%

Consorzio G6 Advisor Real Estate Milan/Italy € 50,000 Prelios Agency S.p.A. 42,30% 42,30%

Continuum S.r.l. (in liquidation) Real Estate Milan/Italy € 500,000 Prelios S.p.A. 40,00% 40,00%
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12.31.2012 12.31.2011
Companies consolidated on a line-by-line basis Business sector Registered office Share capital % interest & % interest &
Subsidiaries at 12.31.2012 City/State Held at 12.31.2012 by voting rights (*) voting rights (*)

Dallas S.àr.l. Real Estate Luxembourg € 125,000 Prelios S.p.A. 28,46% 28,46%

Delamain S.àr.l. Real Estate Luxembourg € 12,500 Prelios S.p.A. 49,00% 49,00%

Doria S.àr.l. Real Estate Luxembourg € 992,850 Prelios S.p.A. 35,00% 35,00%

Einkaufszentrum Mülheim Gmbh & Co. KG Real Estate Hamburg/Germany € 26,075,886 Prelios Deutschland GmbH 41,18% 41,18%

Espelha Serviços de Consultadoria L.d.A. NPL Funchal/Madeira € 5,000 Prelios S.p.A. 49,00% 49,00%

European NPL S.A. NPL Luxembourg € 2,538,953 Prelios S.p.A. 33,00% 33,00%

Fondo Città di Torino - closed-end speculative real
estate investment fund Real Estate Milan/Italy € 34,500,000 Prelios Netherlands B.V. 36,23% 36,23%

Gamma RE B.V. Real Estate Amsterdam/Netherlands € 18,000 Prelios Netherlands B.V. 49,00% 49,00%

Gemeinnützige Wohnungsgesellschaft für den Kreis
Herzogtum Lauenburg mbH Real Estate Lübeck/Germany € 816,900 Prelios S.p.A. 2,05% 2,05%

Solaia Real Estate B.V. 94,87% 94,87%

Gesellschaft für Wohnungsbau Lübeck mbH Real Estate Lübeck/Germany € 900,000 Prelios S.p.A. 2,04% 2,04%

Prelios DGAG Deutsche Grundvermögen GmbH 94,90% 94,90%

Golfo Aranci S.p.A. - Urban transformation company Real Estate Golfo Aranci (OT)/Italy € 1,000,000 Prelios S.p.A. 43,80% 43,80%

Centrale Immobiliare S.p.A 5,00% 5,00%

Grundstücksgesellschaft Königstraße mbH & Co. KG Real Estate Hamburg/Germany € 1,024,629 DGAG Beteiligung GmbH & Co. KG 44,90% 44,90%

Verwaltung Grundstücksgesellschaft Friedenstraße Wohnungsbau mbH 5,10% 5,10%

Grundstüksgesellschaft Merkur Hansaallee mbH & Co. KG Real Estate Hamburg/Germany € 22,905,876 Prelios Deutschland GmbH 33,75% 33,75%

GWL Wohnungsbetreuungsgesellschaft mbH Real Estate Lübeck/Germany € 26,000 Prelios S.p.A. 1,99% 1,99%

Gesellschaft für Wohnungsbau Lübeck mbH 94,80% 94,80%

GWK Braunschweig GmbH Real Estate Braunschweig/Germany € 1,050,000 Prelios S.p.A. 2,99% 2,99%

Prelios DGAG Deutsche Grundvermögen GmbH 92,50% 92,50%

Heimstätten Lübeck GmbH Real Estate Lübeck/Germany € 3,000,000 Prelios S.p.A. 2,04% 2,04%

Solaia Real Estate B.V. 94,90% 94,90%

Kurpromenade 12 Timmendorfer Strand GG KG Real Estate Hamburg/Germany € 6,237,761 Prelios Deutschland GmbH 50,00% 50,00%

IN Holdings I S.àr.l. Real Estate Luxembourg € 2,595,725 Prelios S.p.A. 20,50% 20,50%

Induxia S.r.l. (in liquidation) (12) Real Estate Milan/Italy € 40,000 Prelios S.p.A. 24,75% 24,75%

Inimm Due S.àr.l. Real Estate Luxembourg € 240,950 Prelios S.p.A. 25,01% 25,01%

Iniziative Immobiliari S.r.l. (in liquidation) (13) Real Estate Milan/Italy € 5,000,000 Prelios S.p.A. 49,46% 49,46%

Manifatture Milano S.p.A. Real Estate Rome/Italy € 11,230,000 Prelios S.p.A. 50,00% 50,00%

Maro S.r.l. (in liquidation) NPL Milan/Italy € 20,000 Prelios S.p.A. 25,00% 25,00%

Masseto I B.V. Real Estate Amsterdam/Netherlands € 19,000 Prelios S.p.A. 33,00% 33,00%

Mistral Real Estate B.V. Real Estate Amsterdam/Netherlands € 18,000 Prelios S.p.A. 35,02% 35,02%

M.S.M.C. Italy Holding B.V. Real Estate Amsterdam/Netherlands € 20,053 Prelios S.p.A. 25,00% 25,00%

Nashville S.àr.l. Real Estate Luxembourg € 125,000 Prelios S.p.A. 28,46% 28,46%

Polish Investments Real Estate Holding B.V. (14) Real Estate Amsterdam/Netherlands € – Prelios S.p.A. – 40,00%

Polish Investments Real Estate Holding II B.V. Real Estate Amsterdam/Netherlands € 18,000 Prelios S.p.A. 40,00% 40,00%

Popoy Holding B.V. Real Estate Rotterdam/Netherlands € 26,550 Prelios S.p.A. 25,00% 25,00%

Prelios Finance S.p.A. (5) Real Estate Milan/Italy € 120,000 Prelios Agency S.p.A. 20,00% 0,00%

Progetto Bicocca La Piazza S.r.l. (in liquidation) Real Estate Milan/Italy € 3,151,800 Prelios S.p.A. 26,00% 26,00%

Progetto Bicocca Università S.r.l. (in liquidation) Real Estate Cinisello Balsamo/Italy € 50,360 Prelios S.p.A. 50,50% 50,50%

Progetto Gioberti S.r.l. (in liquidation) Real Estate Milan/Italy € 100,000 Prelios S.p.A. 50,00% 50,00%
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12.31.2012 12.31.2011
Companies consolidated on a line-by-line basis Business sector Registered office Share capital % interest & % interest &
Subsidiaries at 12.31.2012 City/State Held at 12.31.2012 by voting rights (*) voting rights (*)

Resident Baltic GmbH Real Estate Berlin/Germany € 25,000 Prelios Netherlands B.V. 5,20% 5,20%

S.I.G. RE B.V. 94,80% 94,80%

Resident Berlin 1 P&K GmbH Real Estate Berlin/Germany € 125,000 Prelios Residential Investments GmbH 40,00% 40,00%

Resident Sachsen P&K GmbH Real Estate Berlin/Germany € 25,000 Prelios Netherlands B.V. 5,20% 5,20%

S.I.G. RE B.V. 94,80% 94,80%

Resident West GmbH Real Estate Hamburg/Germany € 25,000 Prelios Netherlands B.V. 5,20% 5,20%

S.I.G. RE B.V. 94,80% 94,80%

Riva dei Ronchi S.r.l. Real Estate Milan/Italy € 100,000 Prelios S.p.A. 50,00% 50,00%

Roca S.r.l. (in liquidation) NPL Milan/Italy € 20,000 Prelios S.p.A. 25,00% 25,00%

Sicily Investments S.àr.l. Real Estate Luxembourg € 12,500 Prelios S.p.A. 40,00% 40,00%

Sigma RE B.V. Real Estate Amsterdam/Netherlands € 18,000 Prelios Netherlands B.V. 24,66% 24,66%

S.I.G. RE B.V. Real Estate Amsterdam/Netherlands € 18,000 Prelios Netherlands B.V. 47,20% 47,20%

SI Real Estate Holding B.V. (in liquidation) Real Estate Amsterdam/Netherlands € 763,077 Prelios S.p.A. 25,00% 25,00%

Solaia RE S.àr.l. Real Estate Luxembourg € 13,000 Prelios S.p.A. 40,00% 40,00%

Solaris S.r.l. (in liquidation) Real Estate Milan/Italy € 20,000 Prelios S.p.A. 40,00% 40,00%

Tamerice Immobiliare S.r.l. (in liquidation) (15) Real Estate Milan/Italy € 500,000 Prelios S.p.A. 20,00% 20,00%

Theta RE B.V. Real Estate Amsterdam/Netherlands € 18,005 Prelios Netherlands B.V. 40,00% 40,00%

Tizian Wohnen 1 GmbH (16) Real Estate Berlin/Germany € – Prelios Residential Investments GmbH – 40,00%

Tizian Wohnen 2 GmbH (17) Real Estate Berlin/Germany € – Prelios Residential Investments GmbH – 40,00%

Trinacria Capital S.àr.l. Real Estate Luxembourg € 12,500 Prelios S.p.A. 40,00% 40,00%

Trixia S.r.l. Real Estate Milan/Italy € 1,209,700 Prelios S.p.A. 36,00% 36,00%

Verwaltung Büro- und Lichtspielhaus Hansaallee GmbH Real Estate Hamburg/Germany DM 50,000 Prelios Deutschland GmbH 27,00% 27,00%

Grundstücksgesellschaft Merkur Hansaallee mbH & Co. KG 20,00% 20,00%

Verwaltung City Center Mülheim Grundstucksges.GmbH Real Estate Hamburg/Germany DM 60,000 Prelios Deutschland GmbH 41,17% 41,17%

Verwaltung Kurpromenade 12 Timmendorfer Strand GG mbH Real Estate Hamburg/Germany DM 50,000 Prelios Deutschland GmbH 50,00% 50,00%

Verwaltung Mercado Ottensen Grundstuecksgesellschaft mbH Real Estate Hamburg/Germany DM 50,000 Prelios Netherlands B.V. 44,00% 44,00%

Mistral Real Estate B.V. 50,00% 50,00%

Vespucci S.àr.l. Real Estate Luxembourg € 960,150 Prelios S.p.A. 35,00% 35,00%

Vesta Finance S.r.l. NPL Milan/Italy € 10,000 Prelios S.p.A. 35,00% 35,00%

Vivaldi - closed-end speculative real estate investment fund (18) Real Estate Milan/Italy € 20,400,000 Prelios Netherlands B.V. 50,00% 50,00%

Other significant investments, as defined by CONSOB Resolution
11971 of May 14, 1999

AVW Assekuranzvermittlung der Wohnungs wirts chaft GmbH & Co KG Real Estate Hamburg/Germany € 260,000 Prelios Netherlands B.V. 10,50% 10,50%

Prelios Deutschland GmbH 0,20% 0,20%

Tecnocittà S.r.l. (in liquidation) Non operative Milan/Italy € 547,612 Prelios S.p.A. 12,00% 12,00%

WoWi Media GmbH & Co. KG (19) Real Estate Hamburg/Germany € – Prelios Netherlands B.V. – 18,85%

(*) Percentages refer to the direct interest held by the company concerned, including any treasury shares held.
(**) With reference to the Mistral Real Estate B.V. joint venture, the situation of joint control involving both shareholders was relinquished under agreement, in relation to certain
development initiatives, through the creation of new classes of shares (“Tracker Shares”) in the share capital of Mistral Real Estate B.V., concerning a different breakdown of
costs, benefits and rights between the two partners. In fact, ownership of Tracker Shares determined, upon activation of the put and call rights mechanism, the right of de
facto control by Prelios S.p.A. over certain companies in the Mistral Real Estate Group related to development initiatives, despite not holding the majority stake in said
companies. This situation involved the inclusion of said investments in the area of consolidation in the Prelios S.p.A. financial statements, in application of the accounting
standards, given that all the risk, benefits and rights relating to said development initiatives are attributable to Prelios S.p.A.. Despite the above, the Tracker Shares mechanism
does not affect, however, the control of Mistral Real Estate B.V., which remains a company not controlled by Prelios S.p.A.. 
(1) On June 25, 2012, the change of company name to “Brand for Agency Services S.r.l.”. took effect.
(2) On May 24, 2012, the shareholdersí meeting resolution was recorded, under which the meeting of the consortium members of the company P.B.S. S.c.a r.l. resolved,
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among other things, the early winding up of the company, which therefore assumes the new company name: P.B.S. S.c.a r.l. (in liquidation).
(3) On December 13, 2012, the company Prelios Bulgaria AD in liquidation was struck off the Registry held at the competent Chamber of Commerce of Sofia.
(4) On February 7, 2012, the certification of the subscription of the second and final tranches of the share capital increase resolved by the Extraordinary Shareholders’ Meeting
of Prelios Credit Servicing S.p.A. on June 7, 2011 was registered at the Milan Companies Register. Therefore, the share capital of the company is 14,250,000.00 euro, fully
paid up.
(5) On April 2, 2012, Prelios Agency S.p.A. transferred the 80% stake held in Prelios Finance S.p.A. to third parties. Following the aforementioned transaction, the Prelios
Group holds 20% of the share capital of Prelios Finance S.p.A.. In addition, on December 20, 2012, the company resolved to change its company name to “24 Finance
Mediazione Creditizia S.p.A.” “This change became effective on January 3, 2013.”
(6) on March 7, 2012, Prelios S.p.A. acquired the German company Vindusvisker Vermögensverwaltungsgesellschaft GmbH from third parties, which then changed its
company name to Prelios Investments Deutschland GmbH.
(7) On November 15, 2012, Prelios S.p.A. purchased a 25% stake in Pirelli Pekao Real Estate Sp.z.o.o. from third parties. Following the aforementioned transaction, Prelios
S.p.A. owns all the share capital of Pirelli Pekao Real Estate S.p.z.o.o.. Furthermore, effective as of December 31, 2012, the company changed its company name to “Prelios
Polska Sp.zo.o.”.
(8) On September 14, 2012, the early winding up of the company Progetto Vallata S.r.l. took effect, and the subsequent change of company name to Progetto Vallata S.r.l.
(in liquidation).
(9) On June 12, 2012 the company Tau S.r.l. (in liquidation) was struck off the Companies Register in Milan.
(10) On December 21, 2012 – date of registration of the transfer of shares on December 14, 2012 – Prelios S.p.A. transferred to third parties its stake of a nominal 750,000
euro (30%) held in the company Dixia S.r.l.. Following the aforementioned transfer, the company is wholly owned by third parties.
(11) On April 11, 2012 the company Castello S.r.l. (in liquidation) was struck off the Companies Register in Milan.
(12) On August 8, 2012, the assignment of investments subscribed by SI Real Estate Holding B.V. became effective, involving a 27% stake in the company “Induxia S.r.l. (in
liquidation)”, as described below: a share of 6.75% was assigned to Prelios S.p.A. and a share of 20.25% to a third party.
(13) On October 25, 2012, the date of registration of the resolution of the shareholders’ meeting held on October 17, among other things, the early winding up of the company
Iniziative Immobiliari took effect, and the subsequent change of company name to Iniziative Immobiliari S.r.l. – in liquidation.
(14) December 20, 2012 saw the sale of shares held by Prelios S.p.A. in the company Polish Investments Real Estate Holding B.V. which, therefore, as at December 31, 2012,
is no longer valued using the equity method.
(15) On April 20, 2012, the resolution relating to the early winding up of the company Tamerice Immobiliare S.r.l. took effect, which therefore assumes the new company name
Tamerice Immobiliare S.r.l. (in liquidation).
(16) Effective as of August 29, 2012, the company Prelios Residential Investments GmbH transferred to third parties its stake held in the company Tizian Wohnen 1 GmbH,
equal to 39.9991%. Following the aforementioned transfer, the company Tizian Wohnen 1 GmbH is wholly owned by third parties.
(17) Effective as of August 29, 2012, the company Prelios Residential Investments GmbH transferred to third parties its stake held in the company Tizian Wohnen 2 GmbH,
equal to 40.0058% of the share capital. Following the aforementioned transfer, the company Tizian Wohnen 2 GmbH is wholly owned by third parties.
(18) On September 26, 2012, the company Prelios Netherlands B.V. subscribed a new share in the Vivaldi Fund of 200,000 euro. The investment share remained unchanged.
(19) Effective as of December 31, 2012, the company Prelios Netherlands B.V. transferred its stake held in WoWi Media GmbH & Co. KG, equal to 18.85%; therefore, at the
date of these financial statements, the company is not included in the Group perimeter.
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Certification of the consolidated financial statements pursuant to art. 81-ter of Consob Regula-
tion no. 11971 of May 14, 1999 and subsequent amendments and additions

1. The undersigned Sergio Iasi, in his capacity as Chief Executive Officer, and Angelo Cattaneo, in his
capacity as Manager Responsible for Corporate Financial Reporting of Prelios S.p.A., certify, also
taking into account the provisions of art. 154-bis, paragraphs 3 and 4, of Legislative Decree no. 58
of February 24, 1998:

• the adequacy in relation to the characteristics of the company and

• the effective application

of the administrative and accounting procedures for formation of the consolidated financial state-
ments, during the period January 1, 2012 – December 31, 2012.

2. In this regard it should be noted that the adequacy of the administrative and accounting procedures
for formation of the consolidated financial statements for the year ended December 31, 2012 was
evaluated on the basis of an assessment of the internal control system. This assessment was based
on a specific process defined in accordance with the criteria laid down in the “Internal Control – In-
tegrated Framework” guidelines issued by the “Committee of Sponsoring Organisations of the Tre-
adway Commission” (COSO) which is a reference framework generally accepted at international
level.

3. We also certify that:

3.1 The consolidated financial statements:

a) were prepared in accordance with the applicable international accounting standards reco-
gnised in the European Union under the terms of Regulation (EC) No. 1606/2002 of the Eu-
ropean Parliament and Council, of July 19, 2002;

b) correspond to the information in the accounting books and documents; 

c) are capable of providing a true and fair view of the assets, liabilities, income, expenses and
financial position of the reporting entity and of the group of companies included in the
consolidation.

3.2 The report on operations includes a reliable analysis of the performance and results of opera-
tions, and of the situation of the reporting entity and of the group of companies included in the
consolidation, together with a description of the main risks and uncertainties to which they are
exposed.

March 27, 2013 

The Chief Executive Officer The Manager Responsible 
for Corporate Financial Reporting
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GLOSSARY

Code/Code of Conduct: the Code of Conduct for listed companies approved in December 2011 by the Corporate Gover-
nance Committee and promoted by Borsa Italiana S.p.A. The Code is available to the public on the
Borsa Italiana S.p.A. website www.borsaitaliana.it.

Civil Code/C.C.: the Italian Civil Code.

Board of Statutory Auditors: the Board of Statutory Auditors of PRELIOS S.p.A. 

Board of Directors: the Board of Directors of PRELIOS S.p.A.

Date of the Report: the meeting of March 27, 2013 of the Board of Directors that approved this Report 

Manager Responsible for Corporate
Financial Reporting: the Manager responsible for preparing the corporate accounting documents provided for by Art. 154-

bis of the CFA.

Issuer: PRELIOS S.p.A. or PRELIOS or the Company.

Financial year: the financial year to which the Report relates.

PRELIOS Group or Group: the Issuer and the companies controlled by it pursuant to Art. 93 of the CFA. 

Extraordinary Transaction: the extraordinary transaction aimed at equity strengthening through the recapitalisation of the com-
pany and the rebalancing of the financial structure, as well as the revival of the industrial development
prospects of the Group, announced to the market several times.

RPT Procedure: the Procedure for related party transactions, approved by the Board of Directors on November 3,
2010 (and subsequently amended on November 11, 2011), prepared under the terms and for the pur-
poses of Art. 2391-bis of the Italian Civil Code and the “Regulation on Transactions with Related Par-
ties” adopted with Consob Resolution no. 17221 of March 12, 2010 (as amended by Consob
Resolution no. 17389 of June 23, 2010) taking into account the instructions and explanations provi-
ded by Consob with Notice no. DEM/10078683 of September 24, 2010.

Issuers’ Regulation: the Regulations concerning the provisions on issuers, adopted by Consob with Resolution no. 11971
of May 14, 1999 as subsequently amended and supplemented.

Market Regulations: the Regulations on markets adopted by Consob with Resolution no. 16191 of October 29, 2007 as
subsequently amended and supplemented.

Report: the Report on Corporate Governance and Ownership Structures that the companies are required to
prepare pursuant to the CFA and the Issuers’ Regulation.

Website: the Company’s website www.prelios.com.

Articles of Association: the Issuer’s Articles of Association.

Consolidated External Audit Act: Italian Legislative Decree no. 39 of January 27, 2010, which transposes Directive 2006/43/EC on the
external auditing of annual accounts and consolidated accounts.

CFA/Consolidated Finance Act: Italian Legislative Decree no. 58 of February 24, 1998 as subsequently amended and supplemented.
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1. PROFILE OF THE ISSUER

The Company’s corporate governance structure is organised according to a so-called traditional administration and control system in which
management is the exclusive responsibility of the Board of Directors, the supervisory duties of the Board of Statutory Auditors and the ex-
ternal audit of the independent auditors entered in the special register kept by Consob. 

In accordance with the recommendations of the Code of Conduct and the principles of corporate governance observed internationally and
recommended at the European Union level, the Board has also set up internal committees with propositional and advisory functions.

The Shareholders’ Meeting of PRELIOS, held on April 21, 2011, appointed the Company’s Board of Directors, who would remain in office for
three financial years, and mainly, until the approval of the financial statements as at December 31, 2013. 

The appointment of one-fifth of the directors to be elected is reserved for a qualified minority of shareholders submitting a list of candidates (1),
in accordance with the provisions of the law and of the articles of association. 

The Board currently in office was appointed on the basis of a single list presented by the shareholders Camfin S.p.A., Mediobanca S.p.A.,
Edizione S.r.l., Assicurazioni Generali S.p.A., Intesa SanPaolo S.p.A. and Massimo Moratti, signatories of the shareholders’ agreement on
Prelios shares signed on October 25, 2010 for a period of 18 months and renewed, on March 25, 2012, for a further 18 months, from April
25, 2012 to October 25, 2013.

As pointed out later, following the final approval by the Board of the Extraordinary Transaction, all the Directors of Prelios decided to resign
on March 27, 2013, effective as from the end of the next Shareholders’ Meeting called, among other things, to approve the financial state-
ments as at December 31, 2012. 

The Board is the body granted the widest powers for ordinary and extraordinary administration (2) and performs all the duties provided for in
Art. 1.C.1. of the Code. 

The Board of Statutory Auditors is the body appointed to supervise observance of the law and the Articles of Association, compliance with
the principles of correct administration, adequacy of the internal control system and of the organisational, administrative and accounting struc-
ture and its reliability. 

It is also called upon to supervise correct implementation of the corporate governance rules adopted by the Company and to submit a rea-
soned proposal to the Shareholders’ Meeting on assignment of the external auditing task, ensuring the independence of the independent au-
ditors. In particular, following the coming into force of the Consolidated External Audit Act, the Board of Statutory Auditors must carry out fur-
ther and/or reinforced supervisory tasks as “Internal Control and Audit Committee”, as better described below.

Pursuant to the Articles of Association, the Board of Statutory Auditors is composed of three standing auditors and two alternate auditors,
appointed for a period of three financial years and they can be re-elected. The appointment of one standing auditor and one alternate audi-
tor is reserved for a qualified minority of shareholders submitting a list of candidates, in accordance with the provisions of the law and of the
articles of association, and the Auditor appointed by the minority chairs the Board of Statutory Auditors (3). 

The Board of Statutory Auditors currently in office was appointed without the submission of minority lists.

The Shareholders’ Meeting is the body representing all the shareholders whose task is to resolve (i) in ordinary meetings, on approving the
annual financial statements, appointing and dismissing members of the Board of Directors, appointing members of the Board of Statutory
Auditors and their Chairman, determining the fees of Directors and Auditors, appointing independent auditors, on the responsibility of
Directors and Auditors and on any further matters over which it has powers; (ii) in extraordinary meetings, on amendments to the Articles of
Association and extraordinary transactions such as increases in capital, and mergers and demergers, unless the Board of Directors have such
powers under the articles of association and pursuant to the law.

Independent auditors, entered in the special register kept by Consob, carried out the independent auditing activities, pursuant to the law.
The independent auditors are appointed by the Shareholders’ Meeting, on the reasoned proposal of the Board of Statutory Auditors (4).
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(1) Pursuant to the Articles of Association (art. 12), the Company is managed by a Board of Directors composed of from 5 to 19 members who remain in office for three
financial years (unless a shorter period is established by the Shareholders’ Meeting at the time of appointment) and may be re-elected. The Shareholders’ Meeting de-
termines the number of members of the Board of Directors, a number that remains fixed until resolved otherwise. The Board of Directors is appointed by list vote and
the Directors are subject to the causes for ineligibility for election and forfeiture laid down by law.

(2) See Art. 18 of the Articles of Association for the responsibilities they assign to the Board.

(3) See article 22 of the Articles of Association.

(4) On the reasoned proposal of the Board of Statutory Auditors, the Shareholders’ Meeting of April 14, 2008 appointed Reconta Ernst & Young S.p.A. to carry out inde-
pendent audits for the nine-year period 2008-2016.
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2. INFORMATION on OWNERSHIP STRUCTURES (pursuant to Art. 123-bis, paragraph 1, of the CFA) [on the Date of Report]

• Structure of the share capital

Amount of share capital, subscribed and paid-up: 218,877,613.14 euro (5).

Categories of shares forming the share capital: ordinary, registered and freely transferable without a face value. There are no other categories
of shares. 

No financial instruments attributing the right to subscribe newly issued shares have been issued. At the date of the Report, the Company has
in being no financial-instrument-based incentive plans.

N° of shares % of share Listed Rights and
capital obligations

Ordinary shares 841,171,777 100% Italian Stock Exchange MTA =

There are no restrictions on the transfer of shares.

*

At its meeting on March 27, 2013 the Board of Directors, among other things, resolved, in relation to the Extraordinary Transaction, to pro-
pose to the Shareholders’ Meeting approving the 2012 financial statements: 

a. the reduction, by grouping, in the number of ordinary shares in the ratio of 1 new ordinary share each 10 ordinary shares owned, subject
to the cancellation of ordinary shares owned by the Company to allow the overall balancing of the operation, without reducing the share
capital;

b. the reduction of the share capital due to losses pursuant to Art. 2446 of the Italian Civil Code;

c. a capital increase of up to a maximum of approximately 185 million euro according to the following terms: (i) the first tranche of
70,005,789.37 euro, by payment, without splitting shares, reserved for a special purpose vehicle (“NewCo”) – invested in by Feidos 11
S.p.A., Pirelli & C. S.p.A., Intesa Sanpaolo S.p.A. and UniCredit S.p.A. – by issuing 117,597,496 category B shares convertible in ordi-
nary shares; (ii) the second tranche of maximum 115,009,511.53 euro, through splitting shares, offered under option to the shareholders,
by issuing maximum 193,195,887 ordinary shares, bearing regular dividend and with the same characteristics as those outstanding at
the time of their issue;

d. assigning the Board of Directors, pursuant to Art. 2420-ter, paragraph 2, of the Italian Civil Code, the right to issue, up to a maximum of
269 million euro, mandatory convertible bonds into ordinary shares and/or category B shares, resulting in share capital increase, through
splitting shares, for a maximum amount of 269 million euro in addition to the amount of capitalised interests (to maximum maturity) to
service exclusively the conversion of bonds, subject to set conditions and in accordance with specific terms;

e. the consequent amendments to the Articles of Association under Articles 5 and 6 and the addition of a new art. 6-bis in the Articles of
Association. 

It should be noted in this regard that: (i) category B shares deriving from the said reserved capital increase are special shares without voting
rights and are not intended initially to the price, convertible in ordinary shares, as may be required by the new Articles of Association of Prelios,
in case of transfers to third parties (which do not already own directly category B shares) or the launch by third parties of a takeover bid and
public swap offer (TOB and/or PSO) on Prelios shares; (ii) the newly issued ordinary shares deriving from the said reserved capital increase
offered under option to the shareholders will bear regular dividend and ensure their holders equal rights compared to the Prelios ordinary sha-
res already outstanding at the time of issue. 

On this point, the reader is referred to the directors’ explanatory report available on the Company’s website in the corporate governance sec-
tion.

• Significant interests in the capital

Based on the notices received pursuant to Article 120 of the CFA and the information howsoever available, at the date of the Report, the sha-
reholders holding interests in excess of 2% of the share capital of PRELIOS are as follows:
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(5) The Extraordinary Shareholders’ Meeting on April 17, 2012, resolved to change the Articles of Association, among other things, by eliminating the face value of the sha-
res, originally 0.5 euro, and by approving the proposal of reduction of the share capital from 420,585,888.50 euro to 218,877,613.14 euro pursuant to art. 2446 of the
Italian Civil Code; 
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Declarant Direct shareholder % interest % interest 
in ordinary in voting

share capital share capital

Tronchetti Provera Marco Cam Partecipazioni S.p.A. (Ownership) 0.013 0.013

Camfin S.p.A. (Ownership) 14.801 14.801

Total 14.814 14.814

Assicurazioni Generali S.p.A. Alleanza Toro S.p.A. (Ownership) 0.133 0.133

INA Assitalia S.p.A. (Ownership) 1.134 1.134

Generali Vie SA (Ownership) 0.621 0.621

Generali Iard SA (Ownership) 0.003 0.003

Assicurazioni Generali S.p.A. (Ownership) 1.231 1.231

Total 3.122 3.122

Invesco LTD Invesco Fund Manageres Ltd 1.676 1.676

Invesco Advisers Inc. 0.298 0.298

Invesco Global Asset Management Ltd 1.991 1.991

Invesco Asset Management S.A. 0.679 0.679

Invesco Asset Management Limited 0.445 0.445

Total 5.089 5.089

Edizione S.r.l. Edizione S.r.l. (Ownership) 2.699 2.699

Mediobanca S.p.A. Mediobanca S.p.A. (Ownership) 2.606 2.606

There are no securities that confer special rights of control or special powers nor restrictions on voting rights. Moreover, as a result of the car-
rying-out of the Extraordinary Transaction, category B shares are expected to be issued, without voting rights, as well as the issue of man-
datory convertible bonds into ordinary shares and/or category B shares mentioned in the previous paragraph (Share capital structure).

In the case of shares held by employees, there are no mechanisms for exercising votes if they are not exercised directly by the latter.

It should also be noted, moreover, that, pursuant to Art. 2428, paragraph 3, numbers 3) and 4), of the Italian Civil Code: 

– there are no controlling companies with reference to which it is necessary to provide disclosure on any shares held at December 31, 2012
and/or their purchases/sales during the 2012 financial year by the Company;

– at December 31, 2012, the Company holds a total of 1,189,662 treasury shares, with no change compared with December 31, 2011
owing to purchase/sale transactions during 2012. 

• Agreements among shareholders

Following the demerger of PRELIOS from the Pirelli Group, a number of shareholders signed a “Shareholders’ Agreement” aimed at ensuring
the stability of the PRELIOS shareholding structure. An extract of this agreement can be obtained on the Company’s website in the Investor
Relations section.

The list of subjects participating in the “Shareholders’ Agreement” and the relevant proportion of each are shown in the table below:

Shareholder No. of shares % of share 
capital

Assicurazioni Generali S.p.A. (*) 20,977,269 2,49%

CAMFIN S.p.A. 100,940,614 12%

Edizione S.r.l. 21,921,364 2,61%

Intesa Sanpaolo S.p.A. 7,683,568 0,91%

Massimo Moratti (**) 5,673,392 0,67%

Mediobanca – Banca di Credito Finanziario S.p.A. 21,922,205 2,61%

Total 179,118,412 21,29%

(*) of which 5,218,181 shares through Generali Vie S.A. and 7,525,388 shares through Ina Assitalia S.p.A.

(**) of which 3,401,850 shares through CMC S.p.A. and 1,221,413 shares held in trust by Istifid S.p.A.
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Note that, as part of the agreements reached between the subjects involved in the mentioned Extraordinary Transaction, Prelios received for-
mal notifications by Camfin S.p.A., Assicurazioni Generali S.p.A., Mediobanca – Banca di Credito Finanziario S.p.A. and Intesa Sanpaolo
S.p.A., which confirmed their commitment to sign, in case of approval by the Extraordinary Shareholders’ Meeting, the aforementioned ca-
pital increase offered under option for a total amount of approximately 25 million euro.

On March 27, 2013, Feidos 11 S.p.A., Intesa Sanpaolo S.p.A., UniCredit S.p.A. and Pirelli & C. S.p.A. informed the Company that they si-
gned a term sheet with which they acknowledged the essential conditions to be negotiated in good faith in order to enter into a subsequent
agreement in relation to the establishment and capitalisation of NewCo and to their subsequent participation in the Extraordinary Transaction
and, in particular, in case of approval by the Extraordinary Shareholders’ Meeting, for what concerns the subscription of the reserved capital
increase for a share of a total of approximately 70 million euro, of which 20 million euro by Feidos 11 S.p.A. and the remaining 50 million euro
by UniCredit S.p.A. (approximately 19 million euro), Intesa Sanpaolo S.p.A. (approximately 8 million euro) and Pirelli & C S.p.A. (approxima-
tely 23 million euro), respectively.

The extract of the aforementioned term sheet is available on the Company’s website, in the Investor Relations section.

• Change of control clauses and provisions established by the Articles of Association on the takeover bid (pursuant to Art.
104, paragraph 1-ter, and 104-bis, paragraph 1, CFA)

There is no subject that may, directly or indirectly, even under shareholders’ agreements, alone or jointly with other subjects signing agree-
ments, exercise control over PRELIOS.

Consequently, at present, neither the Company nor its subsidiaries have significant agreements in existence that would become effective, be
amended or extinguished in the event of a change of control, intended in the technical sense. It is noted, however, that with reference to the
loan contract for a total maximum of 359 million euro granted to the Company by a pool of banks (hereinafter the “Club Deal” (6)) a new chan-
ge of control (rather than “change in shareholdings”) clause was defined which, although it could not refer to a situation of control, had ne-
vertheless established that this circumstance would apply in the event that, without the prior written consent of the Club Deal (which may not
be unreasonably denied or delayed), Camfin S.p.A. had ceased to hold, directly or indirectly, an interest in the share capital of the Company
of at least 12% thereof, with the consequent obligation for the Company to repay the existing loan in full and to make payment of any other
amount owed pursuant to the relevant contract.

In this regard, on the basis of the debt restructuring agreements with the financial backers of the Company, which will be defined within the
Extraordinary Transaction already mentioned before, there are specific agreements on the subject and, therefore, the above mentioned pro-
vision is already out-dated.

*

On the subject of takeover bids, the Articles of the Association do not provide for: (i) rules making exception to the passivity rules provided
for by Art. 104, paragraphs 1 and 2, of the CFA; (ii) application of the neutralisation rules laid down by Art. 104, paragraphs 2 and 3, of the
CFA.

• Delegated powers to increase the share capital and authorisations to purchase treasury shares

There are no powers delegated to the directors to increase the share capital, by payment, in one or more separate instalments, nor is the
right granted to issue shares.

As previously mentioned, within what is provided by the Extraordinary Transaction, the Extraordinary Shareholders’ Meeting will be asked to
grant the Board of Directors, pursuant to Art. 2420-ter, paragraph 2, Italian Civil Code, the right to issue up to a maximum nominal amount
of 269,000,000.00 euro mandatory convertible bonds into ordinary shares and/or category B shares, with the exclusion of the right of option
pursuant to Art. 2441, paragraph 5, Italian Civil Code, resulting in share capital increase, through splitting shares, for a maximum amount of
297,644,375.01 euro, which may be carried out within a maximum period of seven years, except for the extension for further three years from
the bond issue (the so-called “Convertendo”).

This right, in case of approval of the Extraordinary Shareholders’ Meeting, may be exercised after carrying out the already mentioned reser-
ved capital increase offered under option, and any way, within a maximum period of one year from the date of the resolution, with the further
right of the Board of Directors to fix the rate and the duration of the instrument, as well as all other terms and conditions thereof, and of the
share capital increase needed for the conversion, on the basis of the agreements that will be defined with the financial backers of the
Company to which such instruments will be offered, with the exclusion of the right of option.

On this point, the reader is referred to the directors’ explanatory report available on the Company’s website, in the Corporate Governance
section.

*

ANNUAL FINANCIAL REPORT 2012 | PRELIOS GROUP | ANNUAL REPORT ON CORPORATE GOVERNANCE AND OWNERSHIP STRUCTURES | ANNUAL FINANCIAL REPORT 2012

160

(6) Club Deal lending banks: Banca IMI S.p.A. (in its capacity as “Agent Bank”), Intesa Sanpaolo S.p.A., Unicredit S.p.A., Banca Monte dei Paschi di Siena S.p.A., Banca
Popolare di Milano Soc. Coop. a r.l., Banca Popolare di Sondrio Soc. Coop. p.a., Banca Popolare dell’Emilia Romagna Soc. Coop., Banca Carige S.p.A. – Cassa di
Risparmio di Genova e Imperia, Centrobanca – Banca di Credito Finanziario e Mobiliare S.p.A., (all in their capacities as “Original Lending Banks”).
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As indicated above, the Company currently holds 1,189,662 treasury shares, equal to around 0.141% of the share capital. 

Note that with the Shareholders’ Meeting of April 17, 2012 that approved the 2011 Financial Statements, the authorisation to purchase – and
the relevant method of allocation – of (ordinary) treasury shares up to the limit of 10% of the pro tempore share capital, taking into account
the treasury shares already held by the Company and any share held by the subsidiaries. The mentioned authorisation was not carried out.
The authorisation was not renewed.

• Management and co-ordination activities (pursuant to Art. 2497 et seq. of the Italian Civil Code)

There is no subject that may, directly or indirectly, even under shareholders’ agreements, alone or jointly with other subjects signing agree-
ments, exercise control over PRELIOS. Nor is the Company subject, pursuant to Article 2497 Italian Civil Code, to management and coordi-
nation by other companies or entities.

Instead, PRELIOS itself carries out management and coordination activities pursuant to the provisions of the Italian Civil Code over several
subsidiaries, having provided the disclosure required by Art. 2497-bis of the Italian Civil Code. 

*

The information required by Art. 123-bis, paragraph 1, letter i), of CFA on “agreements between the company and directors ...which provide
for indemnities in the event of resignation or dismissal without just cause or if the employer-employee relationship is terminated as the result
of a takeover bid”, is contained in the Remuneration Report published pursuant to Art. 123-ter of the CFA.

The information required by Art. 123-bis, paragraph 1, letter l), of the CFA on the “rules applicable to the appointment and replacement of di-
rectors ...and to the amendment of the Articles of Association, if different from the legislative and regulatory rules applicable in a supplemen-
tary manner”, are illustrated in the section of the present Report for the Board.

3. COMPLIANCE (pursuant to Art. 123-bis, paragraph 2, letter a) CFA)

Since its establishment, PRELIOS has had a corporate governance system designed to monitor the management and control of the
Company, in line with the market best practice, specifically defining the distribution of roles and rights among the various corporate bodies in
order to guarantee the observance of laws, regulations, codes of conduct, procedures and company rules.

On May 3, 2002, the Company informed the market that it had fully complied with the Code of Conduct for listed companies of Borsa Italiana
(Italian Stock Exchange), and it has since adopted subsequent revised versions, giving notice of implementation of adjustments necessary
each time. 

In accordance with the applicable laws and regulations in force, this Report also aims to illustrate fully the corporate governance model adop-
ted by the Company at the date of its publication, also making it possible to check specifically the actual state of adaptation to the provisions
of the Code.

In this regard, it should be noted that – periodically and at least once a year at the Board of Directors’ meeting called to examine the draft an-
nual financial statements just ended – a suitable document is submitted to the Board of Directors, prior to approval of the Report, which, ana-
lytically and for each individual provision of the Code, verifies the state of compliance therewith, indicating any action in progress or planned.

It should also be noted that PRELIOS or its subsidiaries of strategic significance are not subject to non-Italian law provisions that would af-
fect the Company’s corporate governance structure. It is noted, however, that the subsidiaries, Prelios SGR S.p.A. (asset management com-
pany) and Prelios Credit Servicing S.p.A. (financial intermediary enrolled in the list set forth in Art. 107 of the Consolidated Banking Law) are
supervised by the Bank of Italy and as such apply the specific regulations in force – also on governance – for such companies. 

With specific reference to the new Code of Conduct for listed companies issued by Borsa Italiana S.p.A. in December 2011, the issuers were
invited to apply the amendments made to the Code by the end of the 2012 financial year, informing the market in the corporate governance
report to be published during the subsequent financial year. 

An exception is the amendments affecting the composition of the board of directors or of the relevant committees, for which the Code envi-
sages a longer transition period. 

In this regard, at the meeting of March 2, 2012, the Board of Directors – noting the already prevailing and substantial compliance of the cor-
porate governance model applied with the new provisions – resolved to adopt the new Code by approving, during the financial year, adju-
stments to the governance for a full compliance to the innovations introduced by the Code itself. 

PRELIOS’ key corporate governance documents include the following:

• the Articles of Association;

• the Rules of the Shareholders’ Meeting;

• the Code of Ethics and Lines of Conduct, which form an integral part of the Organisational Model adopted pursuant to Italian Legislative
Decree 231/01;

• the Procedure on transactions with related parties;
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• the Procedure for information flows to directors and auditors;

• the Code of conduct on property transactions;

• the Procedure for handling and notifying the public of inside information and the relevant register of persons having access to inside in-
formation;

• the Memorandum on Internal dealing.

In order to facilitate the broadest possible knowledge of the corporate governance model adopted by the Company, the documents indica-
ted above are all available on the Company’s website, in the Corporate Governance section.

Finally, in the interim financial report the company – voluntarily – provides information on the updates and additions to its corporate gover-
nance system with respect to the contents of the annual report. 

4. BOARD OF DIRECTORS

4.1. APPOINTMENT AND REPLACEMENT (PURSUANT TO ART. 123-BIS, PARAGRAPH 1, LETTER L, CFA)

For the appointment of members of the Board of Directors, since 2004 the Articles of Association have provided for the so-called “list voting
mechanism” – according to a transparent procedure compliant with the provisions of Art. 147-ter of the CFA – for the purpose of facilitating
an ever-increasing participation of persons indicated by the so-called minority in corporate life, reserving for the latter, in fact, one fifth of di-
rectors.

It should be noted that following entry into force of Law 120 of July 12, 2011 (which modified Art. 147-ter of the CFA), from August 2012 on-
wards, the division of directors to be elected in listed companies must be done on the basis of a criterion that ensures observance of the
gender balance.(7)

In this regard, the Extraordinary Shareholders’ Meeting of April 17, 2012 approved amendments to the articles of association in order to en-
sure compliance with this principle. In particular, in order to ensure gender balance in compliance with the pro tempore regulations in force,
each list presenting a number of candidates equal to or greater than three, at least one third (rounding up, if necessary, to the higher integer)
of such candidates is expected to belong to the least represented gender. It should be noted that the Company applied in advance the mi-
nimum percentage required by the current regulations.

The lists may be presented by shareholders who, alone or together with others, hold a total number of shares representing at least 2% of the
share capital with voting rights at the ordinary Shareholders’ Meeting or the lower amount required by the regulations issued by Consob (8)

and must be filed at the registered office at least 25 days prior to the date fixed for the Shareholders’ Meeting on single call.

At the time of submission of the list, besides the candidacy acceptance declarations, the CVs of the individual candidates must be submit-
ted, certifying the non-existence of causes for ineligibility for election or incompatibility, and the existence of the requirements laid down for
the position, and the possible indication of their suitability to be classified as independent directors.

The Board of Directors is elected as follows:

a) four-fifths of the directors to be elected will be taken from the list obtaining the majority of votes cast by the shareholders, in the order in
which they appear in the list itself, rounded down in the event of a fraction;

b) the remaining Directors will be taken from the other lists, to which end the votes obtained by the said lists will be subsequently divided
by whole progressive numbers from one up to the number of Directors still to be elected.

The Directors referred to in letter b) above are elected by making a specific calculation by quotients and those obtaining the highest quotients
are elected. 

If several candidates have obtained the same quotient, the candidate on the list from which no Director has yet been elected, or from which
the lowest number of Directors has been elected, will be elected. 

If none of these lists has elected a director or if all of them have elected the same number of directors, within the scope of such lists, the can-
didate obtaining the highest number of votes will be elected. 

In the event of a tie in the number of list votes and in the event of an equal quotient, the full Shareholders’ Meeting will vote again and the
candidate obtaining the simple majority of votes will be elected. 

If the application of the list voting mechanism does not ensure the minimum number of directors belonging to the least represented gender
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(7) With Resolution No. 18098 of February 8, 2012, Consob issued the related implementing regulation amending the Issuers’ Regulation. 

(8) Pursuant to art. 144-quarter of the Issuers’ Regulation, Consob - with Resolution no. 18452 of January 30, 2013 - set at 4.5% the equity interest applicable to the com-
pany.
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laid down by law and/or regulations, the candidate belonging to the most represented gender elected with the highest progressive number
in the list obtaining the highest number of votes will be replaced by the candidate belonging to the least represented gender not elected from
the same list in the order of presentation and so on, list by list, until the minimum number of directors belonging to the least represented gen-
der is complete.

If the application of the list voting mechanism does not ensure the minimum number of independent directors laid down by law and/or regu-
lations, the non-independent candidate elected with the highest progressive number in the list obtaining the highest number of votes will be
replaced by the independent candidate not elected from the same list according to the order of submission and so on, list by list, until the
minimum number of independent directors is complete, without prejudice in any case to the observance of the gender balance laid down by
pro tempore law and/or regulations in force.

Loss of the requirements of independence of a director does not constitute a reason for termination of the office if the minimum number of
members, laid down by law or by regulation and satisfying the requirements of independence, remains on the Board of Directors. 

Finally, note that the Company is not subject to special field regulations with a special reference to the representation of minorities or to the
number and characteristics of the independent directors.

• Succession plans

During the 2012 financial year, the Board – subject to the examination of the “Internal Control, Risk and Corporate Governance Committee”
– decided not to adopt a succession plan for executive directors, as requested by the Code of Conduct (Art. 5.C.2) considering the impor-
tance of the Extraordinary Transaction and of the consequent effects that may be expected on the current shareholdings of the Company
and, in general, on the company organisation also with reference to management.

4.2. COMPOSITION (PURSUANT TO ART. 123-BIS, PARAGRAPH 2, LETTER D) CFA)

The Board of Directors in office – appointed by the Shareholders’ Meeting on April 21, 2011 and the expression of a single list presented by
the shareholders Camfin S.p.A., Mediobanca S.p.A., Edizione S.r.l., Assicurazioni Generali S.p.A., Intesa SanPaolo S.p.A. and Massimo
Moratti, signatories of the shareholders’ agreement on Prelios shares signed on October 25, 2010 and subsequently renewed until October
25, 2013 – is currently composed of 13 members. 

All the Directors holding office were appointed for the first time by the Shareholders’ Meeting of April 21, 2011 except for the Chairman, Marco
Tronchetti Provera, (appointed for the first time on May 16, 1991), of the Deputy Chairman, Enrico Parazzini, (appointed for the first time on
May 28, 2010), of the Chief Executive Officer, Sergio Iasi, (appointed for the first time on November 13, 2012), of the Independent Directors,
Carlo Emilio Croce, Valter Lazzari and Dario Trevisan (appointed for the first time on January 25, 2006, March 5, 2009 and May 6, 2003, re-
spectively) and of the non-executive Director, Jacopo Franzan (appointed for the first time on April 14, 2008).

Following the resignation on November 11, 2011, of Giulio Malfatto, the Shareholders’ Meeting of April 17, 2012 resolved to reduce from 15
to 14 the number of members of the Board of Directors. 

Then, following the subsequent resignation on October 11, 2012, of Davide Malacalza and on November 13, 2012, of Paolo Massimiliano
Bottelli, the Board of Directors – pursuant to Art. 2386, paragraph 1, of the Italian Civil Code – appointed on November 13, 2012, Sergio Iasi
as Director of the Company referring any decision on the further vacant position within the Board to the Shareholders’ Meeting convened on
December 18, 2012. 

Therefore, the Board, on December 3, 2012, assigned new company positions entrusting Enrico Parazzini (former Chief Managing Director
Finance) with the office of Deputy Chairman and Sergio Iasi with the office of Chief Executive Officer. 

The Shareholders’ Meeting of December 18, 2012 resolved to further reduce to 13 the number of members of the Board of Directors confir-
ming the appointment of Sergio Iasi. On the same date, the latter was also confirmed Chief Executive Officer by the Board of Directors. 

The composition of the Board is shown in Table 1 attached to the Report, which also indicates, among other things, the office of each mem-
ber (executive, non-executive, independent) and the position held within the Board. 

For the personal and professional characteristics of each director, see the respective CVs published on the website. 

Following the final approval by the Board of the Extraordinary Transaction, all the Directors of Prelios decided to resign on March 27, 2013,
effective as from the end of the next Shareholders’ Meeting called, among other things, to approve the financial statements as at December
31, 2012. 

This decision ensued from the circumstance for which the carrying out of the said Extraordinary Transaction would result in a change of the
current company structure of Prelios and, therefore, the Directors considered that it was in the best interest of the Company to allow its sha-
reholders to appoint the members of the administrative body without waiting for the natural expiry of the mandate that would have occurred
with the approval of the financial statements for the year ending December 31, 2013.
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Note that – in order to facilitate the shareholders when presenting the lists and for the subsequent appointment of the directors – the Directors’
Report on the specific item on the agenda of the next Shareholders’ Meeting (published on the website, corporate governance sector) ex-
presses, among other things, the opinion of the resigning Directors on the ideal Composition of the Board and the professional characteri-
stics that the candidates should have in relation to the business model of the Company, the complexity and specificity of the sector in which
it operates, taking into account the conditions set for completion of the Extraordinary Transaction, including the appointment of Sergio Iasi
and Massimo Caputi, as Chief Executive Officer and Deputy Chairman (with responsibility for development), respectively, in compliance in any
case with the regulation of the gender balance. 

Maximum accumulation of positions held in other companies

In relation to the provisions laid down in Art. 1.C.3. of the Code, on November 7, 2007, the PRELIOS Board defined (and subsequently con-
firmed) the general criteria on the maximum number of positions that may be held by directors, considering in principle that the position of
Company Director is not compatible with the position of director or auditor in more than five companies, apart from those subject to
PRELIOS’s management and coordination or controlled by it or associated with it, in the case of companies: 

(i) listed and included in the FTSE MIB index (or also in equivalent foreign indices);

(ii) mainly operating in the financial sector in respect of the public (entered in the Sole Register of Financial Intermediaries pursuant to Article
106 of Italian Legislative Decree no. 385 of September 1, 1993), including asset management companies;

(iii) carrying out banking or insurance activities.

The Board of Directors also considered the same Director holding more than 3 executive positions in companies referred to in points (i), (ii)
and (iii) to be incompatible with the position of Company Director. 

Positions held in several companies belonging to the same group are considered to be just one position, an executive position taking prece-
dence over a non-executive position. 

In any event, the Board of Directors is entitled to make a different assessment, which is published in the annual report on corporate gover-
nance and ownership structures; to that end, positions of director or auditor in companies, including foreign companies, may be taken into
consideration, or positions not having the aforesaid characteristics, taking into account the size, organisation and shareholding relationships
existing between the various companies and the participation of directors in the committees set up within the Board of Directors. 

According to the information provided by the interested parties, all the Directors in office comply with the criteria adopted.

On the occasion of renewal of the Board of Directors by Shareholders’ Meeting on April 21, 2011, the Shareholders (if they intend to present
lists for appointment of Directors under the terms of the Articles of Association) have been opportunely invited to read the aforementioned
orientation.

This invitation was also renewed in anticipation of the next Shareholders’ Meeting of May 8, 2013, called upon to express itself on the ap-
pointment of the members forming the new Board of Directors of the Company.

The main positions held by the Directors in companies other than those belonging to the PRELIOS Group are indicated in the attachment to
the Report (Art. 1.C.2. of the Code).

Induction Program

Within the scope of the provisions of the application principle 2.C.2. of the Code, specific meetings were held between the Directors in offi-
ce, after their appointment, and the PRELIOS Group’s management, with the aim of providing adequate knowledge of the business segment
in which the Group operates, the business trends and their development and the legislative framework of reference. In particular, the high fre-
quency of the number of meetings and committees held in 2012 (all-in-all 13 board meetings, 5 meetings of the Remuneration Committee,
9 meetings of the Internal Control, Risk and Corporate Governance Committee as well as 3 meetings of the Risk Committee), allowed the
Directors to continue and deepen, during their mandate, this knowledge, with a special reference to the business trend and to applicable re-
gulations. 

4.3. ROLE OF THE BOARD OF DIRECTORS (pursuant to Art. 123-bis, paragraph 2, letter d), CFA)

The Board of Directors plays a central and strategic guiding role in managing the Company and therefore performs all the tasks laid down for
it by Article 1.C.1. of the Code. 

In particular, the Board of Directors:

• examines and approves the strategic, industrial and financial plans of the issuer and of the group it heads, monitoring its implementation
on a regular basis, as a rule, when examining the accounting data for the period; defines the corporate governance system of the issuer
and the structure of the group. In this regard, the Board approved the 2013-2016 Strategic Plan and, during the 2012 financial year, exa-
mined and took each time the consequent decisions with reference to the Extraordinary Transaction; 
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• defines the nature and level of risk that is compatible with the strategic objectives of the issuer. In 2012 and until the Date of the Report,
this activity was carried out with the support of the Risk Committee (until it was abandoned on August 28, 2012 indicated below) and of
the Internal Control, Risk and Corporate Governance Committee, during the frequent board meetings held. It should be noted that, with
the start of the Extraordinary Transaction, the activity focused on the development of this transaction, considering the key importance
with reference to the main risk areas, relating to the necessity of equity strengthening of the Prelios Group and redressing the overall fi-
nancial structure; 

• assesses the adequacy of the organisational, administrative and accounting structure of the issuer and of the subsidiaries of strategic si-
gnificance, with particular reference to the internal control and risk management system; the subsidiaries of strategic significance are
Prelios SGR, Prelios Credit Servicing, Prelios Property & Project Management and Prelios Agency. With reference to the 2012 financial
year and until the Date of the Report, this activity is carried out and is still being implemented and refined, taking into account the
Extraordinary Transaction and its effects; 

• examines on a regular basis, as a rule, at least on a quarterly basis, the activity carried out by the executive directors when exercising the
powers conferred on them. In 2012, this activity was carried out on average on a monthly basis during the board meetings (during 2012,
13 meetings were held, indicated below). Finally, note that the Board has long defined a special internal Procedure in order to promote,
in general, an orderly organisation of the information flows to the Directors and Auditors. (In this regard, refer to par. 4 of the Report);

• evaluates the general performance, taking into account, in particular, the information received by the delegated bodies, as well as com-
paring the results achieved with those planned on a regular basis. Before examining the 2012 draft financial statements, the Board, du-
ring the meeting held on March 27, 2013, has also examined the Impairment of goodwill and of intangibles – based on the ad hoc pro-
cedure adopted, if necessary, and taking into account the activity already carried out during the approval of the results as at September
30, 2012, when the Impairment Test has been carried out on the basis of the assumptions of the guidelines of the 2013-2016 Strategic
Plan – subject to the prior favourable opinion of the Internal Control, Risk and Corporate Governance Committee. For more details, refer
to the explanatory notes to the financial statements; 

• resolves on the operations of the issuer and of its subsidiaries, when such operations have a significant strategic, economic, equity or fi-
nancial importance for the issuer; to this end, it established general criteria for identifying significant transactions, as defined in the
Procedure on information flows to directors and auditors;

• expresses to the shareholders, before the appointment of the new board, guidelines on the professional figures whose presence in the
board is deemed appropriate. Within the annual Board Performance Review for 2012, the Directors were explicitly requested to express
their guidelines on the professional figures whose presence is considered appropriate within the Board, which showed that the compo-
sition of the Board is considered balanced for what concerns the skill profiles currently present, pointing out only the advisability of a grea-
ter gender balance;

• provides information in the Report: (i) on its own composition, by indicating the qualification of each member (executive, non-executive,
independent), position held within the Board (for example, chairman or chief executive officer), the main professional characteristics as
well as the length of office from the first appointment; (ii) on the number and average duration of the meetings of the board and of the
executive committee, if any, held during the financial year as well as on the relevant proportion of each director; (iii) on the methods of
execution of the evaluation process of the Board Performance Evaluation;

• in order to ensure the proper management of corporate information, it adopts, upon proposal by the Chief Executive Officer or by the
Chairman of the Board of Directors, a procedure for the internal management and the external notification of documents and information
concerning the issuer, with a special reference to privileged information. (Refer for further details to par. 5 of the Report);

• carries out, at least once a year, an evaluation on the performance of the Board and of its committees as well as on their size and com-
position, also considering the elements such as professional characteristics, experience, managerial or otherwise, and gender of its mem-
bers, as well as their length of office (Board Performance Evaluation). With regard to this last point, the Board commenced the relevant
activity for the 2012 financial year, the results of which were evaluated by the Internal Control, Risk and Corporate Governance Committee
and, on March 27, 2013, by the Board of Directors itself. In this regard, note that for 2012 the Internal Control, Risk and Corporate
Governance Committee carried out directly the Board Performance Evaluation. The activity was carried out by (i) preparing a question-
naire, focusing on important issues resulting from previous self-assessments; (ii) collecting the questionnaires filled in by the Directors en-
suring that their answers will remain anonymous; (iii) preparing an analysis report by the Internal Audit Department, also by comparing the
results of the previous self-assessments. Therefore, the results were submitted as usual during the meeting of the Board of Directors that
examined the 2012 draft financial statements subject to the evaluation of the Internal Control, Risk and Corporate Governance
Committee, which showed very briefly: (i) the composition of the Board was considered balanced in general, by pointing out, however,
the need to increase the share of the least represented gender (9) ; (ii) a very positive opinion on the performance of the Board; (iii) a more
than positive evaluation of the effectiveness of the discussion of strategic issues; (iv) a broad satisfaction with regard to the compliance
with the Code and with the methods for handling and managing Corporate Governance issues; (v) a more than positive opinion on the
activity of the Committees.
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ge required by the current regulations.
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* * *

The Articles of Association (Articles 14, 15, 16 and 17) lay down the rules on the operation and organisation of Board meetings (10). Although
a minimum number of meetings is not contemplated, according to normal practice the Board is called in compliance with the provisions of
Borsa Italiana (Italian Stock Exchange) (11) and at least 4 times a year, for the approval of the accounting statements for the period. The
Directors are also convened, on the initiative of the Chairman or at the request of the Directors themselves, for informal meetings dealing with
specific topics that make it appropriate to hold specific meetings for a more in-depth examination, also in order to improve the Directors’ kno-
wledge of the Company’s business, changes in scenarios and markets of reference and specific business trends. 

Notice of Board meetings is given by registered letter, telegram, fax or e-mail sent at least 5 days in advance (or in cases of urgency, at least
6 hours in advance), to each Director and Standing Auditor. 

The meetings of the Board may be held by means of telecommunication, except in cases in which – for reasons of confidentiality – the
Chairman makes use of the right to hold the meetings only in person, by notifying it beforehand. In this case, the following must be ensured:
(i) participation in the discussion and (ii) equality of information among all participants. The meeting is deemed to be held in the place where
the Chairman and the Secretary are present at the same time. For the Board’s resolutions to be valid, a majority of Directors in office must
be present and the favourable vote of the majority of votes cast is required. In the event of an equal number of votes, the Chairman will have
the casting vote.

The Directors – together with the Board of Statutory Auditors – normally receive, in good time and sufficiently in advance, the documents and
information necessary to enable them to express themselves knowledgeably on the matters submitted for them to examine. Usually, the do-
cuments are sent when the board meeting is convened (12), with the sole exception of documents that – owing to the particular confidentiali-
ty of the relevant matters for the fact that they refer to activities still in progress or for other extraordinary reasons – cannot be made availa-
ble by that date. 

In this regard, exhaustive and clear information is in any case always ensured on the matters to be discussed (including in summery notes
when the documents made available are voluminous or complex) to ensure that informed decisions can be taken.

Board meetings are attended, on invitation, by managers of the Company and/or of the main subsidiaries of strategic significance (usually
Chief Executive Officers, General Managers and other Managers) or third parties (normally Company advisers) whose participation is neces-
sary or appropriate each time with regard to the items on the agenda, in order to provide the Board with any information or details requested
for resolutions falling within the powers of the Board of Directors. 

It is established by practice that all meetings are attended by the Manager responsible for Corporate Financial Reporting of the Company.

The Board’s resolutions, even if taken during meetings held by means of telecommunication, are entered in the appropriate register; each mi-
nute is signed by the Chairman and by the Secretary of the meeting. Any relevant copy and extract not authenticated by a notary are certi-
fied as true copy by the Chairman. 

In the year 2012, a total of 13 meetings of the Board of Directors were held. The overall relevant proportion of Directors at the meetings was
equal to approximately 94.64%. The average duration of the meetings was around 1 hour and a half. 

During 2013, at least 4 board meetings are planned as per the calendar published through the press release of January 30, 2013. 

* * *

With regard to the performance of possible competing activities by the Directors, bearing in mind that Art. 12.16 of PRELIOS’s current Articles
of Association state that “unless resolved otherwise by the shareholders’ meeting, the directors are not bound by the prohibition laid down
by Art. 2390 of the Italian Civil Code”, it has been established that each Director will inform the Board, at the time of acceptance of the ap-
pointment, of any activities carried out in competition with the Company and, subsequently, of any significant change, for the resulting as-
sessments and initiatives. 

During 2012, no cases falling under this provision were reported or noted.

4.4. DELEGATED BODIES

Chief Executive Officers

As indicated above, following the resignation on November 13, 2012 of Paolo Massimiliano Bottelli from the office of Director, Chief Executive
Officer and General Manager of the Company, the Board of Directors identified the Director, Sergio Iasi, as the new Chief Executive Officer of
the Company. 
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(10) The Chairman calls the Board of Directors and regulates the development of its work, ensuring that the Directors are provided with reasonable notice, if possible and
not when cases of necessity and urgency arise, with the necessary documents and information to enable them to give their opinion with knowledge of the items pla-
ced on the agenda, and also, making use of the competent internal departments, to inform the Directors and, where appropriate, discuss the main legislative and re-
gulatory changes concerning the Company and the corporate bodies. In particular, the Board meets on the initiative of the Chairman or the person acting in his or her
place in the Company’s registered office or in any other place fixed by the letter of invitation (provided it is in Italy or in Countries of the European Union), whenever he
or she considers it to be in the company’s interests, or when so requested by one of the Chief Executive Officers or by one-fifth of the Directors in office or by at least
two statutory auditors. However, the Board may take valid decisions even in the absence of a formal notice, if all its members and all the statutory auditors in office are
present.)

(11) See Article 2.6.2, paragraph 1, letter c), of the Stock Exchange Regulations.

(12) Pursuant to the Articles of Association (art 14.4), the Board is convened at least 5 days before (or, in case of emergency, at least six hours before) the meeting.
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In accordance with the provisions of the Code and in line with best practice, the Board of Directors resolved to:

– delegate all the powers of ordinary and extraordinary administration to the Chief Executive Officer, Sergio Iasi (with the sole exception of
(i) matters for which authority may not be delegated pursuant to Art. 2381, paragraph 4, of the Italian Civil Code and (ii) those indicated
under Art. 18, paragraph 2, of the Articles of Association), by setting – only for internal purposes in relation with the Board of Directors,
and therefore, with no importance in relations with third parties – some maximum limits (according to the type of operation), which, if ex-
ceeded, will require the responsibility of the Board of Directors of the Company or the joint signature with the Deputy Chairman, if ap-
pointed (in short, with reference to sale and purchase of financial instruments and investments in companies; purchase and sale of real
estate; mortgages, loans and credit lines; funding, payments and capital increase operations in favour of investee companies; issue of
collateral securities and/or personal guarantees; in general, with a maximum limit of 30 million euro); 

– identify Sergio Iasi, in his capacity as Chief Executive Officer, as “Director in charge of the Internal control and risk management system”,
with the tasks of the relevant responsibilities contemplated by the Code of Conduct (Art. 7.C.4.). 

The structure of powers defined above, in guaranteeing the centrality of the role of the Board of Directors, is aimed at implementing an ap-
propriate system of powers in line with the Company’s business model, with a suitable distribution of responsibilities and able to ensure ope-
rational efficacy in a reference market where speed of action is a necessary requirement to be able to make the most of the best business
opportunities. 

The Chief Executive Officer Sergio Iasi was also:

– identified as the Employer of the Company’s subordinate employees, with the associated responsibilities deriving from the Consolidated
Law on Safety (both as regards subordinate employees and with reference to construction sites);

– identified as the delegate on environmental and town planning matters (both for work done by the Company at all property units owned
or used by it and for property assets of third parties or used by third parties for which the company has acquired mandates);

– designated as the legal representative on the subject of privacy (both with respect to personal data of which the Company is the con-
troller and for those which have been entrusted to the Company by third-party controllers), 

with full and unlimited management and spending autonomy. The relating functions were delegated – in compliance with the applicable re-
gulations – to the persons in charge of specific operational areas, with the necessary requirements.

Finally, in line with the recommendations of the Code (Art. 2.C.5), note that the Chief Executive Officer holding office is not a director of ano-
ther issuing company whose Chief Executive Officer is a Director of the Company (the so-called interlocking directorate). 

Chairman

A Chairman is appointed within the Board, if he or she has not already been appointed by the Shareholders’ Meeting, together with one or
more Deputy Chairmen. In the absence of the Chairman, meetings are chaired, in order, by the Deputy Chairman and Chief Executive Officer,
if appointed, by a Deputy Chairman or by a Chief Executive Officer; if there are two or more Deputy Chairmen or Chief Executive Officers,
meetings are chaired by the most senior member. The Board appoints a Secretary who need not be one of its members. 

The current Chairman, Marco Tronchetti Provera – in line with international and community best practice, adopted also by the Code (Art.
2.P.4.) – has not been assigned managerial powers and is therefore classified as a “non-executive director”, pursuant to Article 2 of the Code,
but “non-independent” (pursuant to Art. 3 of the Code) in view of the office of Chairman, with operational powers, held in Camfin S.p.A. and
the interest held in the said Camfin S.p.A., the Company’s first reference shareholder.

Deputy Chairman

The Board of Directors, on December 3, 2012, also resolved to appoint Enrico Parazzini (subject to the removal of the office of the Managing
Director Finance and of the powers conferred) Deputy Chairman of the Board of Directors, entrusting him with the task of following the de-
velopment of the Extraordinary Transaction. 

Disclosure to the Board

As provided for in Art. 18 of the Articles of Association (which includes, in the wording, the provisions of Art. 150, paragraph 1, of the CFA),
the Board of Directors and the Board of Statutory Auditors, without prejudice to cases in which some transactions or activities are initially sub-
mitted for approval to the Board of Directors, are recipients of an ongoing and timely information flow, at least once a quarter, on the activi-
ties carried out, the general business performance, its foreseeable development and transactions of greatest economic and financial signifi-
cance carried out by the Company and by subsidiaries, and of atypical, unusual transactions with related parties, or any with a potential
conflict of interest, providing all necessary information for an assessment of the transactions themselves.
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In order to facilitate ordered organisation of the information flow, since 2002 the Company has adopted a suitable Procedure (“Procedure for
fulfilment of obligations referred to in Art. 150, paragraph one, Italian Legislative Decree no. 58 of 1998”) which defines the rules to be follo-
wed for the quarterly fulfilment of the disclosure obligations referred to in the aforesaid Art. 150 of the CFA, on the activities carried out by the
Executive Directors, both exercising the powers conferred on them and within the scope of execution of transactions resolved by the Board
itself, and more generally on the activities carried out. 

In this connection, on March 4, 2011, following a favourable opinion of the Internal Control and Corporate Governance Committee, the Board
of Directors duly adapted the Procedure (now renamed “Procedure on information flows to directors and auditors”), to take into account the
adoption (on November 3, 2010) of the independent procedure on transactions with related parties described below.

The full wording of the Procedure on information flows to directors and auditors is available on the Company’s website, in the Corporate
Governance section.

4.5. OTHER EXECUTIVE DIRECTORS

In Article 2.C.1. the Code defines cases in which a director should be classified as an “executive director”. 

In the light of the aforesaid definition, the Board considered that, in addition to the Chief Executive Officer, Sergio Iasi, the Deputy Chairman,
Enrico Parazzini, must also be considered as executive in relation to the activity carried out as Managing Director Finance and currently as
Deputy Chairman, by virtue of the specific mandate assigned. 

4.6. INDEPENDENT DIRECTORS

Il In Article 3.C.1., the Code defines cases in which a director should be classified as an “independent director”.

In the light of the aforesaid definition, on the occasion of appointment of each director concerned, the Board considered that 8 Non-Executive
Directors (Giuseppe Angiolini, Marina Brogi, Carlo Emilio Croce, Giovanni Fiori, Valter Lazzari, Dario Trevisan, Giorgio Valerio and Giovanni
Jody Vender) are classifiable as Independent Directors. 

It follows that Independent Directors represent the majority of Directors in office (8 out of a total of 13 members of the Board). 

The Board of Directors, at the meeting immediately following its appointment, verified existence of the independence requirements provided
for in the Code for the aforementioned Independent Directors, and considered also the further requirements pursuant to Art. 147-ter, para-
graph 4, of the CFA. The result of these assessments was disclosed to the market. (13)

In compliance with the 3.P.2 principle of the Code, the said verification is carried out every year by the Board of Directors, the result of which
is disclosed as part of the annual Report. The last verification was carried out by the Board on March 27, 2013.

Note that, with reference to the Director Dario Trevisan, the evaluation to confirm the qualification of independent, despite being the Director
of the Company for more than 9 years, was carried out considering: (i) the professional and personal characteristics of the Director in relation
to his specific activity, (ii) his actual behaviour during the different mandates and (iii) the self-assessment made in this sense by the person
concerned, considering also the benefit to the works of the Board and of the Committees in virtue of the considerable experience gained with
reference to the activities of the Company and to the business trends. Moreover, the change in the management represented an element of
discontinuity liable to strengthen further, in substance, the absence of possible conditions of influence of the autonomy of judgement.

With regard to the procedure adopted, it is noted that (i) the verification took place based on the information howsoever notified to the Board
and the specific written declarations made by the interested parties – who undertook to inform the Company immediately in the event of any
change compared to what was declared – and that (ii) the Board of Statutory Auditors verified correct application of the assessment criteria
and procedures for evaluating independence, providing specific feedback at that said Board meeting.

The Company has always considered fundamental the function of Independent Directors, in order to ensure that the top management and
supervisory duties typical of the Board of Directors are carried out effectively. 

Owing to their number and respective skills, the independent directors are considered to be adequate in relation to the size of the Board of
Directors and the activities carried out by the Company and such as to allow the formation of Committees within the Board of Directors, as
indicated by the Code. 

It is noted in this connection that the Internal Control, Risk and Corporate Governance Committee and the Remuneration Committee are both
made up of independent directors only. 
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Note that, in line with the recommendations of the Code (Art. 3.C.6.), a meeting of the Independent Directors was held during the financial
year, on February 2, 2012, in which the main innovations of the new Code of Conduct and the most important aspects of governance of the
Company have been dealt with, in particular.

4.7. LEAD INDEPENDENT DIRECTOR

In order to take full advantage of the role of the Independent Directors, on March 9, 2006 the Board resolved to introduce the figure of Lead
Independent Director. 

Although the conditions provided for in the Code had not been fulfilled (14), it was considered appropriate to appoint this figure – identified as
the Chairman of the Internal Control, Risk and Corporate Governance Committee, Dario Trevisan – as a contact person and coordinator of
the requests and contributions of the independent directors. 

The Lead Independent Director may also convene – autonomously or at the request of other Directors – specific meetings of only Independent
Directors (the so-called Independent Directors’ executive sessions) to discuss matters considered to be of interest each time with regard to
performance of the Board or management of the company.

5. HANDLING OF CORPORATE INFORMATION

Confidential information, with particular reference to inside (i.e. “price-sensitive”) information, is handled directly by the Chief Executive Officer
and with the support of the competent company departments.

External notification of documents and information relating to the Company and its subsidiaries is carried out, again in agreement with the
Chief Executive Officer, by the Secretary of the Board of Directors and by Corporate Affairs and Company Secretary (for notifications to the
Authorities and to the shareholders), by the Communication Department (for press releases) and by the Investor Relations Department (for
notifications addressed to institutional investors and financial analysts). 

The Chief Executive Officer and the managers of the aforesaid departments are constantly able to link together in order to deal with any ur-
gent external communication requirement.

For external notification of documents and information, constant reference is made to the laws and regulations in force on corporate disclo-
sure and press releases are drawn up in accordance with the prescriptions of Borsa Italiana (Italian Stock Exchange), which has set the cri-
teria for defining the structure and the minimum content thereof.

Moreover, taking into account the provisions resulting from transposition in Italy of the Community Directives on market abuse, on March 9,
2006 the Board adopted a specific “Procedure for management and disclosure to the public of inside information”, whose wording is availa-
ble on the Company’s website, Corporate Governance section. 

This Procedure, subsequently updated by the Board of Directors also in the light of the application experience gained, defines: 

– requirements and responsibilities for the classification of inside information; 

– procedures for tracing access to inside information;

– instruments and rules on the protection of confidentiality of inside information; 

– operating provisions on communication to the market of inside information and on the times of communication to the public and/or to
analysts/investors. Pursuant to Article 115-bis of the CFA, the aforesaid Procedure provides for the keeping of a specific “Register of per-
sons having access to inside information”, fixing the relevant criteria for keeping it and the method of processing and searching for data,
which is handled electronically.

With specific reference to the legal provisions on Internal dealing, it is noted that the Company has:

(i) identified in the Company’s so-called Key Managers the relevant persons bound by the disclosure obligations, being deemed to mean
key managers such as the General Managers or other persons specifically identified, each time, by the Board of Directors based on the
position held;

(ii) introduced, in the absence of legal or regulatory requirements, the provision for a so-called black-out period, which involves for the rele-
vant persons referred to in point i) above refraining from performing transactions on shares issued by the Company, or other financial in-
struments connected with them, and on other listed financial instruments issued within the scope of the PRELIOS Group, during the 20
days preceding the circulation of periodic accounting figures.
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(14) The Application principle 2.C.3 states that: The Board of Directors appoints an independent director as lead independent director, in the following cases: (i) if the chair-
man of the board of directors is the chief executive officer of the company; (ii) if the office of the chairman is held by the person that controls the issuer.
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Finally, the Company has sent specific notification to the aforesaid relevant persons, bound by the disclosure obligations, to provide all ne-
cessary information to fulfil such obligations, also drawing up a suitable “Memorandum on Internal dealing”, and has identified the Corporate
Affairs and Company Secretary as the contact for the “relevant persons” for any need on the matter and as the recipients of notices relating
to transactions to be subsequently reported to the market. 

6. INTERNAL BOARD COMMITTEES (pursuant to Art. 123-bis, paragraph 2, letter d), CFA)

Implementing the provisions of the Code (Art. 4) and making use of the right provided for in Art. 19.3 of the Articles of Association, the
Company has set up the following Committees within the Board itself: 

• Remuneration Committee;

• Internal Control, Risk and Corporate Governance Committee,

having proposing and advisory functions whose composition and operating procedures comply with the provisions laid down by the Code
(Art. 4.C.1.). 

Note that, on August 28, 2012, the Board redefined the activities and tasks of the “Internal Control and Corporate Governance Committee”
(now called “Internal Control, Risk and Corporate Governance Committee”) by assigning it the functions granted to the Risk Committee that,
as a result, has been outdated.

For the Committees, rules of procedure and formalities similar to those provided for the Board of Directors have been defined, particularly
with regard to the procedure for providing information on matters to be discussed, on operations (formation, resolutions and relevant minu-
tes) and on participation of external persons, always reporting to the Board at its first meeting following the meeting of the Committee itself. 

The Committees’ resolutions, even if taken at meetings held by means of telecommunications, are entered in the relevant register; each mi-
nute is signed by the Chairman and by the Secretary of the meeting. 

7. APPOINTMENT COMMITTEE

The Board has so far not considered it necessary to set up an Appointment Committee within it, considering that – as provided by the 4.C.2
principle (15) of the Code – the Independent Directors represent the majority of the Board of Directors holding office and in view of the ow-
nership structure and the capacity of the list vote to ensure a transparent procedure for the selection and appointment of candidates.
Therefore, the relevant functions were reserved for the entire Board that can make use of the support of the “Internal Control, Risk and
Corporate Governance Committee”.

8. REMUNERATION COMMITTEE

In full compliance and indeed reinforcing the recommendations of Art. 6.P.3. of the Code, the Remuneration Committee is composed of 3
Directors, all independent: 

• Giovanni Jody Vender (Chairman);

• Carlo Emilio Croce;

• Giorgio Valerio.

in possession of adequate knowledge and experience of accounting and finance or of remuneration policies. 

The Board has identified the tasks assigned to the Remuneration Committee in order to make them fully compliant with the provisions of the
Code, stating in particular that:

• it will assist the Board in defining a Group Remuneration Policy and the related criteria for its implementation, if adopted;

• it will regularly assess the adequacy, overall consistency and concrete application of the Remuneration Policy and of the related criteria
for its implementation, if adopted;

• with reference to directors entrusted with special duties, general managers and key managers, it will formulate proposals to the Board:

– for their remuneration, in keeping with the Remuneration Policy and the related criteria for its implementation, if adopted;

– for setting performance targets related to the variable component of such remunerations;

– for defining any non-competition agreement;
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(15) The Application principle 4.C.2 states that: “The establishment of one or more committees may be avoided reserving the relevant duties to the entire board, coordina-
ted by the chairman and provided that: (i) the independent directors represent at least half the board of directors, rounding down to the nearest unit if the board is made
up of an odd number of people; (ii) adequate room is given, at board meetings, to performance of the duties that the Code assigns to the said committees and an ac-
count of this is provided in the report on corporate governance; (iii) limited to the control and risks committee, the issuer is not controlled by another listed company,
or subject to management and coordination. The board of directors illustrates in detail in the report on corporate governance the reasons behind the decision not to
establish one or more committees; in particular, it will provide adequate reasons for the decision not to establish the control and risks committee in relation to the is-
suer’s degree of complexity and to the industry in which it works. The board will also proceed regularly to reassess the decision taken”.
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– for defining any agreement for termination of the relationship also on the basis of the principles laid down in the Remuneration Policy
and in the related criteria for its implementation, if adopted;

• it will assist the Board in examining proposals to the Shareholders’ Meeting on the adoption of any share-based payment scheme;

• it will monitor application of the decisions adopted by the Board checking that the performance targets set have effectively been achie-
ved;

• it will examine and submit to the Board an annual remuneration report that, by name, for members of administration and auditing bodies,
for general managers and in an aggregate form for key managers: 

– provides an adequate picture of each of the items making up the remuneration in keeping with the Remuneration Policy; 

– illustrates in detail the fees paid during the financial year for any reason and in any form by the company and its subsidiaries and/or as-
sociates. 

The Board of Directors has also assigned the Remuneration Committee a specific duty to give its opinion on remuneration matters pertaining
to transactions with parties related to the Company in accordance with the specific procedure adopted by PRELIOS indicated below.

As regards the work of the Remuneration Committee, it is envisaged that it will meet every time its Chairman considers it appropriate, or when
a request is made by at least one member, by the Chairman of the Board of Directors or, if appointed, by the Chief Executive Officer and in
any case as often as is adequate for the correct performance of its duties. 

The Secretary of the Board of Directors acts as Secretary of the Committee.

Normally, meetings of the Committee are convened with a notice sent, also by the Secretary, on the instructions of the Chairman of the
Committee. 

The documents and information available (and in any case, that necessary) will be transmitted to all members of the Committee sufficiently in
advance for them to express an opinion at the meeting, usually at the same time as the notice of convocation. 

For Committee meetings to be valid, the majority of members in office must be in attendance and decisions shall be taken by the absolute
majority of the members in attendance.

The Board of Statutory Auditors always attends the Committee meetings, along with other Company representatives, if considered advisa-
ble, invited each time if useful or necessary for the matters to be discussed. 

Pursuant to the recommendations of Art. 6.C.6 of the Code, no Director takes part in Committee meetings at which proposals are made to
the Board regarding their own remuneration. 

The Committee is provided with adequate financial resources to carry out its duties, with full spending autonomy. 

In carrying out its duties, it may avail itself of external consultants after checking that there are no situations such as might compromise the
independence of their judgements. 

The Committee has the right to access the Company information and departments necessary to perform its duties, making use to this end
of the Secretary’s support.

In 2012, five meetings were held, attended also by the Board of Statutory Auditors. They lasted an average of around one hour each. 

For the relevant proportion of the members of the Committee at the meetings, reference is made to Table 1. 

During these meetings, the following main subjects were examined and assessed, submitting the relevant proposals to the Board: 

• the Remuneration Report, prepared in compliance with the provisions laid down by law and/or regulations and broken down as follows:
(i) Remuneration Policy subsequently approved by the Board and submitted to the advisory vote of the Meeting of April 17, 2012 that ap-
proved the 2011 Financial Statements; (ii) Statement of remuneration for the 2011 financial year of members of administrative and audi-
ting bodies, general managers and key managers. The said Report is published on the Company’s website;

• variable, annual and multi-annual incentive criteria, for management and the reasons for which they were not adopted; 

• the remuneration package relating to the Chairman and Chief Executive Officer on the occasion of their respective appointments as well
as the agreements reached with Paolo Massimiliano Bottelli (former Chief Executive Officer and General Manager of the Company) follo-
wing the resignation on November 13, 2012, also on the basis of a special benchmark and opinion prepared by specialised independent
consultants/professionals in this field.

In 2013 and until the Date of the Report, the Remuneration Committee held one meeting. 

9. DIRECTORS’ REMUNERATION

NIn the last few years – also following the financial crisis on the markets – the subject of the remuneration of Directors of listed companies
(especially those with executive functions) has been under more and more scrutiny on the part of regulators, both at the national level and in
terms of international coordination, with a view to extending shareholder involvement in defining remuneration policies and strengthening the
transparency of the contents of such policies and their actual implementation. 

There have been several Community initiatives at European level, in particular through the issue of Recommendations over the years, which
have been transposed for the most part, first through self-regulation and secondly through the initiation of a legislative process on the mat-
ter.
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As already indicated in the Report for the 2011 financial year, in compliance with the provisions of Art. 123-ter of CFA, the Board of Directors:
on March 2, 2012, following a favourable opinion of the Remuneration Committee, approved the Remuneration Report, inclusive of the
Remuneration Policy submitted later to the advisory vote of the Shareholders’ Meeting of April 17, 2012, which approved the 2011 Financial
Statements as well. 

Moreover, it should also be noted that the Company – in accordance with the provisions of the Code as well – had already, at the Board mee-
ting held on November 11, 2011, approved a General remuneration policy compliant with the requirements of the Code. This was subse-
quently revised and integrated into the wider Remuneration Report now required by provisions of the law and regulations. 

With specific reference to the 2012 financial year, the Board of Directors on March 27, 2013, following a favourable opinion of the
Remuneration Committee, approved the Remuneration Report broken down in two sections, and mainly shows:

a) the Company’s Policy for the remuneration of the members of the administrative bodies, general managers and key managers, in addi-
tion to the procedures used to adopt and implement said policy. The Policy, pointing out the changes compared to the one approved in
the previous financial year, will be submitted to the advisory vote of the Shareholders’ Meeting for the approval of the 2012 Financial
Statements;

b) the Statement of remuneration for the 2012 financial year of the members of the administrative and auditing bodies, general managers
and key managers, providing a suitable representation of each of the items that make up the remuneration, by showing their consisten-
cy with the Policy approved in the previous financial year and providing a detailed breakdown of the fees paid for any reason and in any
form by the Company and by its subsidiaries and/or associates.

The aforementioned Remuneration Report is published on the Company’s website in the corporate governance section.

General remuneration policy.

CAs mentioned above, the Board of Directors on March 27, 2013, following the favourable opinion of the Remuneration Committee, appro-
ved the Remuneration Report to be submitted to the Shareholders’ Meeting for the approval of the 2012 financial statements.

In referring readers for all further details to the said Report published on the website, it should be noted that the Remuneration Policy it con-
tains is aimed at attracting, motivating and retaining resources in possession of the professional qualities required to pursue effectively the
PRELIOS Group’s objectives. 

The Policy has been defined in order to align the management’s interests with those of the shareholders pursuing the primary objective of su-
stainable value creation in the medium-long term, through a link between individuals’ and the Group’s remuneration and performance. In par-
ticular, it defines the guidelines in keeping with the criteria indicated below: 

a. the fixed component and the variable component are adequately balanced in accordance with the Company’s strategic objectives and
risk management policy, taking into account also the business segment in which it works and the features of the business activities ac-
tually carried on; 

b. maximum limits are envisaged for the variable components;

c. the fixed component is sufficient to remunerate the director’s services if the variable component is not paid owing to failure to achieve the
performance targets;

d. the performance targets are pre-set, measurable and linked to value creation for shareholders over a medium/long-term horizon;

e. payment of a significant portion of the variable component of the remuneration (if multi-annual incentive systems are in place) is deferred
by an adequate time lapse with respect to the moment of accrual; the amount of this portion and the duration of deferment are in kee-
ping with the features of the business activities carried on and with the associated risk profiles; 

f. any indemnity envisaged for early termination of the administration or employment relationship, or owing to its non-renewal, is defined fol-
lowing the provisions of case laws on the matter and in line with the reference benchmarks and best practices on the matter and, there-
fore, also in such a way that its total does not exceed a certain amount or a certain number of years of remuneration.

Share-based remuneration schemes.

At the Date of the Report, no Share-based remuneration schemes are in being.

Remuneration of Executive Directors.

As specified in the Remuneration Report, to which the reader is referred, the remuneration of directors vested with special duties may be
made up of the following elements: 
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• a Fixed Component (gross fixed annual fee);

• an Annual Variable Component (annual variable incentive, the so-called MBO);

• a Multi-annual Variable Component (multi-annual variable incentive, the so-called LTI);

• Company benefits generally provided for Managers, in accordance with the policies adopted.

In determining the remuneration of its individual members, the Board of Directors takes into account whether the director entrusted with spe-
cial duties has also been given specific management powers (executive directors). 

In general, the total remuneration provides for a balance between fixed and variable elements, which take into consideration the Company’s
strategic objectives and risk profile, with respect to the industry in which Prelios operates and with the features of the business carried on.
As a general rule, it is the Group’s policy to set the fixed component of remuneration not to exceed 50% of total target remuneration.

If directors entrusted with special duties are not vested with specific powers, their remuneration will not include a variable component, but
only a fixed component.

Remuneration of key managers

At least once a year, the Board of Directors, with the assistance of the Internal Control, Risk and Corporate Governance Committee, checks
whether other “key managers” meet the requirements to be classified as such and whether such requirements continue to be met by those
already classified as such, within the Company and/or the Group. In general, those appointed to the position of General Manager are always
considered key managers. 

Generally speaking, the remuneration of key managers consists of the following components:

• a Fixed Component (gross annual fixed remuneration, the so-called GAR);

• an Annual Variable Component (annual variable incentive, the so-called MBO);

• a Multi-annual Variable Component (multi-annual variable incentive, the so-called LTI);

• Company benefits, according to the policies adopted.

In general, as for directors vested with special duties, also for key managers total remuneration involves a balance between fixed and varia-
ble elements, which take into consideration the Company’s strategic objectives and risk profile, with respect to the industry in which Prelios
operates and with the features of the business carried on. As a general rule, it is the Group’s policy to set the fixed component of remunera-
tion not to exceed 50% of total target remuneration.

Incentive mechanisms for the Head of Internal Audit and the Manager Responsible for Corporate Financial Reporting 

In keeping with the provisions of the Remuneration Policy, the incentive mechanisms for the Head of Internal Audit and the Manager
Responsible for Corporate Financial Reporting are consistent with the tasks assigned to them. 

The remuneration structure of the Head of Internal Audit was defined, in keeping with the Remuneration Policy, by the Board of Directors on
the proposal of the director in charge of the internal control and risk management system and after hearing the favourable opinion both of the
Internal Control, Risk and Corporate Governance Committee and of the Board of Statutory Auditors. (Art. 7.C.1 of the Code).

With particular reference to variable incentives, it should be specified that these do not depend on economic and financial indicators, but in-
stead on determination and calculation mechanisms based on qualitative rather than quantitative criteria. 

The remuneration structure of the Manager Responsible for Corporate Financial Reporting is in keeping with the tasks assigned to him. 

Remuneration of non-executive directors.

In line with the Remuneration Policy, the fees of non-executive Directors are made up only of a gross annual fixed component as no variable
component is provided for. 

Non-executive directors are not rewarded with financial-instrument-based incentive plans.

*

In accordance with the provisions of the Code, the aforesaid Directors’ remuneration is considered suitable – and in line with that applied by
the market in similar situations – as well as sufficient to attract, keep and motivate directors equipped with the professional qualities required
to manage the Company successfully. 
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Directors’ indemnity in the event of resignations, dismissal or termination of employment following a takeover bid (pursuant to Art.
123-bis, paragraph 1, letter i, CFA). 

The Chief Executive Officer, Sergio Iasi, is entitled, in the event of early termination of the office at the Company’s initiative – without prejudi-
ce to the cases of removal from the office due to just cause governed by the law – or in case of non-renewal upon termination, early or other-
wise, a gross all-inclusive indemnity equal to: (i) a fixed or variable annual fee, until 4 months after appointment as Chief Executive Officer, and
(ii) two fixed and variable annual fees, after such period. Moreover, this indemnity pertains to the Chief Executive Officer also if the latter re-
signs due to just cause. 

The variable fee would be calculated with reference to the amount received in the previous year on the effective date of termination, upon the
occurrence of the related assumptions and without prejudice to the cases of removal from the office due to just cause governed by the law 

The above was evaluated, also on the basis of a special “Remuneration benchmark for the position of Chief Executive Officer” prepared by
Hay Group, company specialised on remuneration. 

It is specified that the acknowledgement of an agreement that pays the salary in advance in case of termination of the employment is in com-
pliance with the “Remuneration Policy” approved, pursuant to the law, by the Company. In fact, Sergio Iasi has the professional requirements
and solid experience gained also in business turnaround processes and in the property sector

For more details, see in this regard the “Remuneration Report” for the 2012 financial year published on the Company’s website in the cor-
porate governance section. 

No specific agreements contemplating fees for non-competition commitments, the maintenance of non-monetary benefits or the signing of
consultancy contracts for a period following the termination of the employment relationship are expected.

10. INTERNAL CONTROL, RISK AND CORPORATE GOVERNANCE COMMITTEE

The Internal Control, Risk and Corporate Governance Committee – with a reinforcing provision compared to what is recommended by Art.
8.P.4. of the Code – is currently made up of 4 Directors, all independent:

• Dario Trevisan (Chairman);

• Marina Brogi

• Giovanni Fiori

• Valter Lazzari

three of whom having adequate experience in accounting and financial matters. 

As indicated above, on August 28, 2012, the Board redefined the activities and tasks of the “Internal Control and Corporate Governance
Committee” (now called “Internal Control, Risk and Corporate Governance Committee”) by assigning it the functions granted to the Risk
Committee that, as a result, has been outdated. 

On this occasion, the “governance” model on risk management was specified and strengthened as well; this model contemplates – in addi-
tion to the Board of Directors and the Internal Control, Risk and Corporate Governance Committee – the activity of the “Managerial Risk
Committee” that assists and supports the “Director in charge of the Internal control and risk management system”, and the Risk Officer, who
coordinates the assessment process and the actual implementation of the adopted business plans

The Board determined the tasks and related operating rules of the Committee, in full compliance with the provisions of the Code, envisaging
that it has the mission to guarantee, with an appropriate investigation on the system of governance of risks, the efficiency, effectiveness and
correctness, on the one hand, of the internal control system and, on the other, of the corporate governance structure in general. 

Regarding internal control and risk management, the Committee:

a. expresses its own opinion and/or sets forth its proposals to the Board of Directors when the latter:

• defines the guidelines of the internal control and risk management system;

• evaluates, at least every year, the adequacy and efficiency of the internal control system in compliance with the assumed risk
profile;

• approves, at least every year, the work plan prepared by the Head of Internal Audit, after hearing the board of statutory auditors and
the Director/s in charge of the Internal control and risk management system;

• describes, in the corporate governance report, the main characteristics of the internal control and risk management system, evalua-
ting its adequacy;

• evaluates, after hearing the board of statutory auditors, the results reported by the external auditors in the suggestion letter, if any, and
in the report on basic issues emerged during the external audit;
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• appoints and removes – on the proposal of the Director/s in charge of the Internal control and risk management system and after hea-
ring the board of statutory auditors – the Head of Internal Audit, making sure that he has the adequate resources to carry out his re-
sponsibilities, and defines his remuneration in compliance with the remuneration policy adopted by the Company. 

If the Director/s in charge of the Internal control and risk management system is/are vested with the operational powers, the proposals rela-
ted to the appointment, removal or remuneration of the Head of Internal Audit must be shared with the Chairman of the Board of Directors,
in that he is not in turn vested with the operational powers;

b. when supporting the Board of Directors:

• evaluates, assesses, together with the Manager Responsible for Corporate Financial Reporting after hearing the external auditor and the
board of statutory auditors, the adequacy of the accounting principles used and their homogeneity for the purposes of preparing the
consolidated financial statements;

• expresses its own evaluation: 

a) in regularly identifying and assessing, at least once a year, the most significant risks affecting the company and its subsidiaries so as
to ensure that they are correctly monitored (annual risk assessment);

b) in defining and, at least once a year, regularly updating the mitigation plans and in general the “risk governance” (annual risk manage-
ment plan) in order to maintain the levels of exposure to total risk below the threshold assessed by the Board of Directors, on the pro-
posal of the Committee itself, as “acceptable” (the so-called risk appetite);

• examines the regular reports covering the evaluation of the internal control and risk management system, and those of particular rele-
vance prepared by the internal audit department;

• monitors the independence, adequacy, effectiveness and efficiency of the internal audit department;

• it can ask the internal audit department to carry out inspections on specific operational areas, by informing at the same time the Chairman
of the Board of Statutory Auditors;

• refers to the Board of Directors, at least on a half-yearly basis, upon approval of the annual and half-yearly financial statements, on the
activities carried out and on the adequacy of the internal control and risk management system.

The Committee is informed: 

• by the “Director in charge of the Internal control and risk management system”, of issues and problems in the carrying-out of its work or
of which he was informed, so that the Committee can take appropriate actions;

• by the Manager Responsible for Corporate Financial Reporting on the work done at least on a yearly basis.

*

Regarding corporate governance, the Committee: 

• monitors observance and periodic updating of the corporate governance rules and observance of any principle of conduct adopted
by the Company and by its subsidiaries; 

• proposes methods and timings for carrying out the annual self-assessment of the Board of Directors;

• proposes applicants to the Board for co-opting if an Independent Director is replaced;

• carries out an investigation in order to prepare a succession plan for executive directors, if adopted by the Board of Directors. 

The Committee, finally, has been assigned the responsibilities of the “Committee for Related Party Transactions” – within the limits set by the
current legislative and regulatory provisions and by the Procedure for Related Party Transactions adopted by the company as described below
– with reference to related party transactions, of the Company or its subsidiaries, with the sole exception of questions concerning remunera-
tion of directors and key managers that are the responsibility of the Remuneration Committee. 

In this regard, the Committee:

• assesses regularly (and in any case at least every three years) any change to the Procedure for Related Party Transactions, providing
opinions on the subject to the Board of Directors;

• for Transactions of Greater Significance, has the right to request information and formulate observations to the persons appointed to
conduct negotiations or arrange transactions;

• in the case of related party transactions of Greater or Lesser Significance, formulates reasoned opinions on the Company’s interest in
performing the transaction and on the convenience and substantial correctness of their conditions, on the proposal to adopt
“Framework Resolutions of Greater Significance” and of “Framework Resolutions of Lesser Significance”.

As regards the work of the Committee, it is envisaged that it will meet every time its Chairman considers it appropriate, or when a request is
made by at least one member, by the Chairman of the Board of Directors or, if appointed, by the Chief Executive Officer and in any case as
often as is adequate for the correct performance of its duties. 
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The Secretary of the Board of Directors acts as Secretary of the Committee.

Normally, meetings of the Committee are convened with a notice sent, also by the Secretary, on the instructions of the Chairman of the
Committee. 

The documents and information available (and in any case, that necessary) will be transmitted to all members of the Committee sufficiently in
advance for them to express an opinion at the meeting, usually at the same time as the notice of convocation. 

For Committee meetings to be valid, the majority of members in office must be present and decisions are taken with an absolute majority of
the members present. 

Committee meetings are attended as a rule by the Board of Statutory Auditors and, if it is considered advisable, by other Company repre-
sentatives invited each time if useful or necessary for the matters to be discussed, including the Head of Internal Audit and the Manager
Responsible for Corporate Financial Reporting. 

In this connection, with the entry into force of the Consolidated External Audit Act, in order to enable the Company’s Board of Statutory
Auditors to best perform its supervisory role based on the new responsibilities provided by the said regulation, the Board of Statutory Auditors
and the Internal Control, Risk and Corporate Governance Committee also deal with the following specific matters, at the respective
Committee meetings and observing the responsibilities and tasks assigned to them: 

– the financial disclosure process;

– effectiveness of the internal control, internal audit and risk management systems;

– the external audit of the annual accounts and consolidated accounts;

– independence of the independent auditors.

The Committee – which in performing its duties may make use of external advice – is provided with adequate financial resources to fulfil its
tasks, with full spending autonomy.

The Committee has the right to access the information and company departments necessary to perform its duties, making use to this end
of the Secretary’s support.

In 2012, 9 meetings – attended also by the Board of Statutory Auditors – were held, lasting on average for approximately one hour and a
half. For the relevant proportion of the members of the Committee at the meetings, reference is made to Table 1. During such meetings, the
following matters, among others, were examined and assessed: 

− the impairment test in relation to the 2011 draft financial statements and their compliance with the prescriptions of the IAS 36 accoun-
ting standard; 

− the interim impairment test, carried out voluntarily and out of prudence, as at September 30, 2012;

− the guidelines of the new 2013 – 2016 Strategic Plan;

− updates of the Organisational Model pursuant to Italian Legislative Decree 231/2001 as a consequence of the recent laws with particu-
lar reference to environmental crimes, and of further improvements and refinements deriving from the experience gained in the practical
application of the Model, in order to ensure that is was capable of fulfilling with ever-increasing effectiveness the purposes for which it
was designed with specific reference to mapping and identifying areas of risk and the associated monitoring procedures; 

− the proposed amendments to the Articles of Association following regulatory provisions;

− the new regulations introduced by the so-called “Salva Italia” Law Decree, carrying out the required inspections on the so-called inter-
locking – which contemplates a system of incompatibility of offices among competing companies or groups of companies working in the
credit, insurance and financial market – by excluding, also on the basis of opinions acquired, the possibility to apply the regulations to
PRELIOS; 

− the state of compliance with respect to the Code of Conduct for listed companies of Borsa Italiana (Italian Stock Exchange) (2006 edi-
tion) and the amendments made to it by the new Code considering the proposed adjustment measures to be implemented within the
2012 financial year;

− the results of the work done in 2011 by the Key2People company in the area of Board Performance Evaluation and the evaluation me-
thods for the 2012 financial year;

− the possibility of not adopting a succession plan for executive directors, considering the importance of the Extraordinary Transaction and
of the consequent effects that may be expected on the current shareholdings of the Company and, in general, on the company organi-
sation also with reference to management;
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− the investigation concerning the annual verification of the existence of the independence requirements of the Directors; 

− the variable remuneration for 2011 of the Head of Internal Audit, based on the remuneration structure defined by the Board; 

− the inspections carried out by the Bank of Italy at the subsidiary Prelios SGR and consequent developments on the basis of the com-
munications received regularly from the said subsidiary, which began to introduce the improvements indicated by the Supervisory Board.
In this regard, the Committee supports PRELIOS’s Board in the work of continuously monitoring implementation of the measures com-
municated to the Bank of Italy by the subsidiary;

− the main risks and tax subjects of PRELIOS and of its subsidiaries and investees. 

As part of its work, the Committee examined and assessed the reports: 

– of the Head of Internal Audit on the 2011 financial year and the 2012 Audit Plan, as well as periodic reports on the operations and de-
velopment of activities; 

– of the Manager Responsible for Corporate Financial Reporting on the work done; 

– of the independent auditors sent to the Board of Statutory Auditors under the terms of Art. 19 of the Consolidated External Audit Act;

– on Corporate Governance and Ownership Structures for the 2011 financial year and for the first half of 2012;

– on the work done, every six months, by the Committee itself,

The Committee also examined the audit plan for the PRELIOS Group prepared by the independent auditors Reconta Ernst & Young for the
2012 financial year.

The Committee, finally, in its capacity as “Committee for Related Party Transactions” examined and assessed related party transactions in-
cluding, in particular: (i) the singing of a lease agreement with Pirelli & C. S.p.A. (a related party of the Company) of a property called “R&D”
that will become the new premises of the Company; (ii) the development of the Extraordinary Transaction, in relation to the involvement of the
financial backers of Prelios – and therefore of Pirelli & C. S.p.A. – in anticipation of a review of the financial structure – and relating terms and
conditions – of the corporate debt of Prelios, which completes the requirements for a related party transaction of “Greater Significance”. 

Moreover, note that the “Committee for Related Party Transactions” was the recipient of an ongoing and timely information flow on the
Extraordinary Transaction, in relation to the involvement of the financial backers of Prelios – and therefore of Pirelli & C. S.p.A. as well – in an-
ticipation of a review of the financial structure – and relating terms and conditions – of the corporate debt of Prelios.

Since, with reference to Pirelli & C. S.p.A., the debt restructuring agreement of the loan granted by it completes the requirements for a rela-
ted party transaction of “Greater Significance”, pursuant to the Procedure on the matter adopted by the Company, the “Committee for Related
Party Transactions” examined the mentioned transaction in several meetings in which the relevant updates were provided by the persons ap-
pointed to conduct negotiations in order to allow the “Committee for Related Party Transactions” itself to express its own binding opinion on
the convenience and substantial correctness of their conditions, issued, without abstentions or unfavourable votes, on March 14, 2013 and
further confirmed on March 27, 2013. 

For further details, refer to the Prospectus (16) published on the website.

In 2013 until the Date of the Report, the Internal Control, Risk and Corporate Governance Committee held 4 meetings.

Finally, note that the Risk Committee, before being eliminated, held 3 meetings – attended also by the Board of Statutory Auditors – during
which the Committee followed the risk assessment activity, by examining, considering the scenario of reference, the main business risks in
order to manage them in terms of prevention and mitigation with respect to the achievement of company objectives. Subsequently, also con-
sidering (i) the absorption of the Risk Committee in the Internal Control, Risk and Corporate Governance Committee; (ii) the concentration of
the importance of risks within the development of the Extraordinary Transaction and (iii) the considerable frequency of the board meetings,
averaging more than one per month, the monitoring, analysis and management of risks was carried out at the level of the Board of Directors,
as well.    

11. INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM 

Oltre a quanto sopra osservato con riferimento al concreto funzionamento del Comitato per il Controllo Interno, i Rischi e la Corporate
Governance, il sistema di controllo interno della Società è strutturato per assicurare una corretta informativa ed una adeguata “copertura” di
controllo su tutte le attività del Gruppo PRELIOS, con particolare attenzione alle aree ritenute potenzialmente a rischio. In addition to
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the information provided above with regard to the specific operation of the Internal Control, Risk and Corporate Governance Committee, the
Company’s internal control system is structured to ensure correct information and adequate “coverage” of control over all the activities of the
PRELIOS Group, with special emphasis on the areas considered to be potentially at risk.

Responsibility for the internal control system falls upon the Board, which fixes the guidelines and periodically checks the adequacy and ef-
fective operation thereof, so that the main risks relating to the Company and its subsidiaries are correctly identified and adequately measu-
red, managed and monitored, (as indicated in the related Annexe 1, with a special reference to the risk management and internal control sy-
stem relating to the financial reporting process) by also determining the degree of compatibility of such risks with the management of the
company in line with the identified strategic objectives. In 2012, this activity has been carried out and monitored with a special attention to
the overall financial structure and the level of sustainable debt. 

To this end, the Board has chosen one of its members as “Director in charge of the Internal control and risk management system” and avails
itself of the Internal Control, Risk and Corporate Governance Committee. 

The Board also set up an Internal Audit Department and chose its manager charged with checking the operation and adequacy of the sy-
stem. 

The Committees and the Head of Internal Audit interact with the Board of Statutory Auditors and the appointed independent auditors, ex-
changing information on the respective activities carried out, for the purposes of more efficient operation of the internal control system. 

The Board evaluates, after hearing the Board of Statutory Auditors, the results reported by the external auditor in the suggestion letter, if any,
and in the report on issues emerged during the external audit pursuant to Art. 19 of the Consolidated External Audit Act.

With specific reference to evaluation of the internal control system, within the scope of its activities providing effective protection from the ty-
pical risks of the main activities exercised by the Company and its subsidiaries, as well as monitoring the economic and financial situation of
the Company and of the PRELIOS Group, it is considered by the Internal Control, Risk and Corporate Governance Committee, also based
on the information received from the Board of Statutory Auditors, to be largely adequate and therefore capable of protecting the company’s
interests and fulfilling the purposes for which it was set up.

11.1. EXECUTIVE DIRECTOR IN CHARGE OF THE INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

In accordance with the guidelines contained in Art. 7.P.3., let. a), of the Code, the Board appointed the pro tempore Chief Executive Officer
holding office as “Director in charge of the Internal control and risk management system”, and assigned him the tasks described in detail in
point 7.C.4. of the said Code – which he carried out, supported by the work of the Internal Control, Risk and Corporate Governance
Committee, by the Head of Internal Audit and by the Risk Committee, before it was eliminated – as well as the resulting appropriate/required
powers, also for implementing further initiatives and measures necessary for full compliance with the provisions on self-regulation of listed
companies.

11.2. HEAD OF INTERNAL AUDIT

The Chief Executive Officer, in agreement with the Board of Directors, performed his duties of implementation, management and monitoring
of the internal control system. He also set up a specific “internal audit department” and appointed as its manager Sergio Romiti, Head of
Internal Audit of PRELIOS, who is not responsible for any operating area and reports directly to the Board of Directors.

In particular, on May 4, 2011 – on the proposal of the Director in charge of the Internal control and risk management system and after hea-
ring the favourable opinion of the then Internal Control and Corporate Governance Committee – the Board of Directors appointed the Head
of Internal Audit currently in office Sergio Romiti, also defining his remuneration in keeping with the relevant Policy adopted by the Company. 

The Head of Internal Audit is assisted by an independent structure with specific experience in the field, as well as adequate financial resour-
ces to fulfil its tasks made available, if necessary, without specific limits.

The Head of Internal Audit prepares the “work plan” for the auditing, checks the internal control and risk management system and verifies the
reliability of the information systems including the accounting systems. In particular, he checks the observance and efficacy of all the rules,
procedures and structures adopted by the Company to achieve the objectives set, liaising with the Corporate Affairs and Company Secretary
for appropriate coordination and collaboration within his purview and reporting periodically on his work to the Chief Executive Officer for de-
cisions within his purview, as well as to the Internal Control, Risk and Corporate Governance Committee and the Auditors. 

During 2012, the Head of Internal Audit – who has free access to all useful information for the performance of his task and powers to access
and request with regard to all company departments – reported periodically on his work to the Director in charge of the Internal control and
risk management system and four times to the Internal Control, Risk and Corporate Governance Committee, which has always been atten-
ded by the Board of Statutory Auditors and the Manager responsible for Corporate Financial Reporting. 

The auditing on the Internal Control System for 2012 was carried out by controlling and evaluating the policies, systems and processes re-
quired for the purposes of the above-mentioned position entrusted to the Internal Audit Department.
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Based on the results of the verifications carried out and the information made available by the competent company departments, the Head
of Internal Audit reported to the Internal Control, Risk and Corporate Governance Committee, in the mentioned meetings, that he has not
identified shortcomings that could affect significantly the level of adequacy of the Internal Control and Risk Management System of the Group. 

This opinion is also based on the results of the verifications carried out on the subsidiaries submitted to the supervision of the Bank of Italy
(i.e. Prelios Società di Gestione del Risparmio S.p.A. and Prelios Credit Servicing S.p.A.) by the independent and autonomous Internal Audit
departments, with which the Internal Audit Department of Prelios interacts, without prejudice to the full autonomy of the mentioned depar-
tments, in compliance with the regulations in force.

During the work done in 2012, what was determined on a regular basis and the suggestions for measures deemed necessary to the impro-
vement of the Internal Control System were shown in specific auditing reports (sent to the Chairmen of the Board of Statutory Auditors, of
the Internal Control, Risk and Corporate Governance Committee, of the Board of Directors as well as to the Director in charge of the Internal
control and risk management system).

Such measures were shared by the management with specific action plans that were the subject-matter of follow-ups to make sure that the
shared actions were actually implemented, and the subsequent improvement of the Internal control and risk management system, in order
to pursue the objectives of effectiveness and efficiency of operations, information reliability, safeguard of corporate assets and compliance
with current legislation.

Among the other activities carried out in 2012, the support activity that the Internal Audit Department provides to the Supervisory Board of
Prelios as part of the Organisational Model adopted by the Company pursuant to Italian Legislative Decree 231/2001 (indicated below) is poin-
ted out, in particular and among other things, as a preparation in order to guarantee its constant and efficient implementation also in relation
to its updates as required, in accordance with, among other things, the most recent regulatory innovations.

The Head of Internal Audit prepared immediately the reports on particularly important events and carried out the required audits not con-
templated by the 2012 inspection plan. In this regard, the following is pointed out, in particular: 

• the audit carried out with the purpose of analysing the level of adequacy of the infrastructure of internal controls, in relation to the pro-
cess of managing information flows to Directors and Auditors with reference to figures and information concerning the Interim Financial
Report as at June 30, 2012, without finding any element that may compromise the correct management of information flows;

• the audit carried out following the improper publication of confidential information on the Internet, without finding problems on the con-
trol systems concerning the internal management processes of information and the internal processes relating to the IT security system
monitoring the phenomena of improper intrusion into the systems of the Prelios Group. In particular, no problems were reported on the
internal control infrastructure in force to prevent computer crimes. 

The mentioned audits were shown to the Board of Statutory Auditors, to the Internal Control, Risk and Corporate Governance Committee,
to the Supervisory Board and reported to the Board of Directors of the Company. 

During 2012, the Head of Internal Audit submitted the audit plan scheduled for 2012 to the Internal Control, Risk and Corporate Governance
Committee, which was then approved by Board of Directors at the meeting held on March 2, 2012. During the financial year, the state of pro-
gress of the audit plan was reported each quarter.

On February 1, 2013, the Head of Internal Audit submitted the audit plan scheduled for 2013 to the Internal Control, Risk and Corporate
Governance Committee, which was then approved by the Board of Directors at the meeting held on March 27, 2013 [Art. 7.C.1, letter c), of
the Code].

11.3. ORGANISATIONAL MODEL pursuant to Italian Legislative Decree 231/2001 

The internal control system is, among other things, reinforced by adoption of a specific organisational model (hereinafter also the
“Organisational Model” or “Model”), approved by the Board on July 29, 2003 and subsequently updated several times on March 9, 2007,
November 7, 2007, March 6, 2008, November 5, 2008, March 5, 2009, November 4, 2009, March 4, 2011 and March 2, 2012. The
Organisational Model is published on the Company’s website, in the Corporate Governance section.

This Organisational Model, which aims to ensure the development of a system modulated on specific requirements determined by the entry
into force of Italian Legislative Decree no. 231/2001 concerning the administrative liability of companies for offences committed by senior or
subordinate persons in the interest or for the benefit thereof, takes the form of a complex pyramidal system of principles and procedures that,
starting from the base, can be defined as follows: 

• Group Code of Ethics, which contains the general principles (transparency, correctness, loyalty) inspiring the development and conduct
of business as part of a more general process of sustainable growth ensuring, at the same time, the efficiency and effectiveness of the
Internal Control System; 

• Internal Control System, i.e. all the processes aimed at providing a reasonable guarantee of achievement of the objectives of efficiency
and operational effectiveness, reliability of the financial and operating information, observance of the laws and regulations, and protection
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of the corporate assets also against possible fraud. The internal control system is based on and classified according to several general
principles, specifically defined within the scope of the Organisational Model whose field of application extends across all the different or-
ganisational levels (Business Units, Central Departments and Company);

• Lines of conduct, which introduce specific rules in order to avoid the occurrence of environmental situations conducive to the commis-
sion of offences in general, including in particular offences pursuant to Italian Legislative Decree 231/2001. Some rules are also specific
for managing relationships with representatives of the Public Administration and with third parties in general, and for corporate formalities
and activities and communication to the market; 

• Internal control plans, which have been prepared for all high- and medium-risk operating processes and instrumental processes. These
plans present a similar structure, which is based on a set of rules aimed at identifying the main stages of each process, the specific con-
trol activities to prevent reasonably the related offence risks, and specific information flows to the Supervisory Board in order to highlight
any situation of non-observance of the procedures laid down in the organisational models. The internal control plans have been prepa-
red in the light of three cardinal rules and more specifically:

– separation of roles in carrying out activities relating to the processes;

– the so-called traceability of choices, i.e. constant visibility thereof (e.g. by suitable documentary evidence) to allow identification of speci-
fic points of responsibility and reasoning for the choices made;

– making the decision-making processes more objective, in the sense of envisaging that, in taking decisions, any merely subjective eva-
luations are disregarded and pre-established criteria are referred to.

The Company has also appointed a Supervisory Board, with independent powers of initiative and control, responsible for monitoring the ef-
fectiveness, adequacy, operation and observance of the Model itself, ensuring that it is constantly updated. This Board is currently made up
of Dario Trevisan, Independent Director and Chairman of the Internal Control and Corporate Governance Committee; Lelio Fornabaio,
Standing Auditor; Sergio Beretta, university lecturer and expert on the subject of corporate controls, and Sergio Romiti, Head of Internal Audit
for the Prelios Group. As things stand, the functions of the Supervisory Board were not assigned to the Board of Statutory Auditors, consi-
dering it better for its tasks to be carried out by a body working exclusively for these activities and taking into account that the presence
among its members of an Auditor ensures the effectiveness of the action and an appropriate coordination with the Board of Statutory Auditors. 

The Organisational Model is completed by a section dedicated to transactions carried out directly by the Company’s “senior personnel”, a
section dedicated to the disciplinary system introduced in order to sanction the non-observance of the measures laid down in the
Organisational Model, and a section on disclosure of the Model and the relevant training. 

Finally, two annexes are provided: (i) the first on offences pursuant to Italian Legislative Decree 231/2001, providing a brief description of of-
fences that may be of significance to the Company, and some possible means of committing them; (ii) the second contains an illustrative de-
scription of Public Administration. 

Art. 6 paragraph 2, let. d) of Italian Legislative Decree 231/2001, identifies specific disclosure obligations on the body appointed to supervi-
se operation and observance of the models. This operation is facilitated by systematic and structured reporting on subjects/events at risk,
whose significance and analysis constitute the so-called red flag giving rise to checks and investigations by the Body of any irregular situa-
tion and/or offence. 

The main types of offences that the Model aims to prevent are as follows:

a. Crimes against the Public Administration:

i. Unlawful collection of sums allotted, fraud against the State or a public entity or to obtain public money and computer fraud against
the State or a public entity (Art. 24 of Italian Legislative Decree 231/2001); 

ii. Extortion and corruption (Art. 25 of Italian Legislative Decree 231/2001);

b. Computer crimes and unlawful processing of data (Art. 24-bis of Italian Legislative Decree 231/2001);

c. Corporate crimes; (Art. 25-ter of Italian Legislative Decree 231/2001); 

d. Market abuse (Art. 25-sexies of Italian Legislative Decree 231/2001);

e. Offences of manslaughter or serious or very serious injury committed through infringements of the rules on the protection of health and
safety at work (Art. 25-septies of Italian Legislative Decree 231/2001);

f. Offences of handling, laundering and use of stolen goods, money or benefits of unlawful origin (Art. 25-octies of Italian Legislative Decree
231/2001);

g. Environmental offences (Art. 25-undecies of Italian Legislative Decree 231/2001). 
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The Company, in agreement with the Supervisory Board, at the beginning of 2013 started, through appropriate internal structures and with
the support of external professionals, a risk mapping activity compared to the new regulation set forth in Art. 25-duodecies (Employment of
third-country nationals with unlawful residence permit) and related monitoring, as well as compared to the new predicate offences of
Legislative Decree 231/2001 introduced by Law 190/2012 (Provisions for the prevention and repression of corruption and wrongdoing in
Public Administration) in order to check the advisability of updating the Organisational Model in keeping with the Company’s specific activi-
ties.

The Italian subsidiaries of strategic significance all have their own organisational model and supervisory board; for each one, the Supervisory
Board was identified by looking for the technical and operational solution that, while observing the mandate and powers reserved for it by the
regulations, is adequate for the size and organisational context of each company.

Finally, for the sake of completeness, it is important to note that the Company has also adopted an internal operating rule known as
Whistleblowing that regulates a procedure for reporting infringements, suspected infringements and inducement to infringements of laws and
regulations, principles laid down in the Code of Ethics, internal control principles, rules and company procedures. 

In particular, this rule, being supplemented and coordinated with the provisions of the Organisational Model pursuant to Legislative Decree
231/2001 adopted by the Company, provides that employees who become aware of potential or real situations of infringement are encoura-
ged to report them immediately, with the guarantee of being fully protected by the utmost confidentiality and of not suffering retaliation of any
kind. 

The reports may concern directors, auditors, management or employees of the Prelios Group and, in general, all subjects operating in Italy
and abroad for the Prelios Group or maintaining business relations with the Group, including auditing firms, partners, customers, suppliers,
advisers, collaborators, institutions and public entities. 

The analysis and verification of these reports is assigned to the Internal Audit Department, which carries out the relevant activities through a
function specifically set up and reporting quarterly to the Internal Control, Risk and Corporate Governance Committee.

11.4. INDEPENDENT AUDITORS

On the reasoned proposal of the Board of Statutory Auditors, the Shareholders’ Meeting of April 14, 2008 appointed Reconta Ernst & Young
S.p.A. to carry out independent audits for the 2008-2016 nine-year period.

Reconta Ernst&Young S.p.A. is the Italian organisation of the Ernst&Young network that was also appointed, through the organisations pre-
sent in the various countries in which the Group operates, to audit the financial statements of the major PRELIOS Group companies.

In order to safeguard the independence requirements of firms appointed to audit the accounts, the Company adopted a specific Procedure
that governs the matter coherently in relation to: 

– the methods of assigning the external auditing appointment to the independent auditors appointed under the terms of the CFA by PRE-
LIOS;

– the methods of assigning the external auditing appointment by companies controlled by PRELIOS;

– the methods of conferring on the external auditor, or on subjects that are part of its network, any other appointment (Other Audit Services,
Audit Related Services and Non-Audit Services) by PRELIOS and its subsidiaries. 

For each category of services, conferment powers and limits are set together with procedural methods for approval and obligations to di-
sclose the final data. 

It should be noted, finally, that with reference to the subsidiary Prelios SGR, in view of the specific rules to which the same is subject, it has
been decided that the Procedure will be applied within the limits of compatibility with the said special rules. 

11.5. MANAGER RESPONSIBLE FOR CORPORATE FINANCIAL REPORTING AND OTHER COMPANY ROLES AND POSITIONS

In compliance with the provisions of Art. 154-bis of the CFA and pursuant to Art. 19.4 of the Articles of Association, on November 11, 2011,
after hearing the opinion of the Board of Statutory Auditors, the Board appointed Riccardo Taranto (the company’s Chief Financial Officer) as
the Manager Responsible for Corporate Financial Reporting, who has the integrity requirements laid down for Directors and is an expert in
administration, finance and control, identifying him also as “Key manager” as defined by the pro tempore current legislation and regulations
and by the Procedures adopted by the Company.

Following the resignation of Riccardo Taranto, on March 27, 2013 the Board appointed, after hearing the opinion of the Board of Statutory
Auditors, Angelo Cattaneo – former Administration and Financial reporting Manager – as Manager Responsible for Corporate Financial
Reporting, who also has the above-mentioned requirements and expert in administration, finance and control. 
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The Manager Responsible for Corporate Financial Reporting is assigned certain specific duties and responsibilities by law, summarised below,
with regard to specific application to the Company:

a. to accompany any Company acts and notices disseminated to the market, concerning accounting information, including interim infor-
mation, on the Company itself, with a written declaration made by him certifying that the information corresponds to the documentary re-
sults, books and accounting entries;

b. to prepare suitable administrative and accounting procedures for preparation of the annual financial statements and the consolidated fi-
nancial statements and any other financial notice; 

c. to certify, together with the Chief Executive Officer, by means of a suitable report attached to the annual financial statements, the con-
densed interim financial statements and the consolidated financial statements, (i) the suitability and effective application of the procedu-
res referred to in letter b. above during the course of the period to which the documents relate; (ii) that the documents are prepared in
accordance with the applicable international accounting standards recognised in the European Community; (iii) that they correspond with
the results in the books and accounting entries; (iv) their suitability for providing a true and fair view of the capital, economic and financial
situation of the Company and all the companies included in the consolidation; (v) that the reports on the annual financial statements, the
consolidated financial statements and the condensed interim financial statements include the information required by law for such docu-
ments; 

d. in performing the duty and tasks assigned, application of the provisions governing the responsibility of the Directors is extended to the
Manager Responsible for Corporate Financial Reporting, apart from those measures that may be exercised based on employment with
the Company. 

The Board of Directors checks that the Manager Responsible for Corporate Financial Reporting has adequate powers and resources for per-
forming the tasks assigned, and actual observance of the administrative and accounting procedures adopted. 

During the meeting of the Internal Control, Risk and Corporate Governance Committee held on February 1, 2013, Riccardo Taranto as
Manager Responsible for Corporate Financial Reporting reported to the Committee members on (i) suitability of the powers conferred; (ii) sui-
tability and use of the means and resources made available; (iii) declarations and certifications pursuant to Art. 154-bis of the CFA; (iv) adop-
tion, implementation and use of the administrative/accounting procedures; (v) mapping of the company and its processes; (vi) System 262 –
2012 Activity; and (vii) a summary of any critical issue emerging and of the actions taken to overcome the respective problems. 

No critical points or issues worthy of in-depth study emerged from the report, demonstrating that the controls overall reflected proper appli-
cation of administrative/accounting procedures, with improvement and adherence thereto also by subsidiaries operating abroad, as also con-
firmed by Angelo Cattaneo, appointed new Manager Responsible for Corporate Financial Reporting, for the work done after Taranto left the
Company. The Chairman of the Committee then reported to the Board to that effect.

11.6. COORDINATION BETWEEN THE PARTIES INVOLVED IN THE INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

The Internal Control and Risk Management System provides an organisational structure consistent in size, nature and complexity of the work
done both in terms of definition of roles and assigning responsibilities. 

The said System is based on: (i) separation of roles in carrying out the main activities relating to each operating process; (ii) traceability and
constant visibility of choices; (iii) the management of decision-making processes based on objective criteria. 

The Company contemplated methods of coordination among the different subjects involved in the internal control and risk management sy-
stem that interact with each other within their respective competences, with a special reference to their attendance to the meetings of the dif-
ferent bodies and to the existing information flow system. 

As shown in this Report, the Board has chosen one of its members as “Director in charge of the Internal control and risk management sy-
stem” and avails itself of the Internal Control, Risk and Corporate Governance Committee, whose meetings are attended, as a rule, also by
the Board of Statutory Auditors and the outcome of which the Committee will report to the immediately following board meeting. 

The Committees and the Head of Internal Audit interact with the Board of Statutory Auditors and the appointed independent auditors, ex-
changing information on the respective activities carried out, for the purposes of a more efficient operation of the internal control system.

As a rule, the meetings of the Board and of the Committee are attended also by the Manager Responsible for Corporate Financial Reporting. 

12. DIRECTORS’ INTERESTS AND 

TRANSACTIONS WITH RELATED PARTIES

Significant transactions and transactions with related parties, including intra-group transactions and property transactions, are governed by
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internal procedures that the Company has adopted in order to guarantee effective correctness and substantial and procedural transparency
in order to facilitate, if necessary, full and joint responsibility of the Board of Directors for the relevant decisions.

In particular, it is noted that – following the favourable assessment of the “Internal Control, Risk and Corporate Governance Committee” (in
its capacity as “Committee for Related Party Transactions”) – the Board of Directors approved the procedure (including its updates) for tran-
sactions with related parties (the “RPT Procedure”) following entry into force of the relevant provisions issued by Consob. (17)

In this regard, the choices adopted by the Company are more stringent compared to the mentioned regulations requiring that, in particular
and among other things, the opinion of the “Committee for Related Party Transactions” is binding also in the case of “Transactions of Lesser
Significance”. Moreover, the Company – in reiterating the importance given to the role of the Independent Directors – provided that the
Committee asked to express itself on related party transactions must always be composed entirely of Independent Directors.

The Board considered that the established Committees have the responsibilities and requirements provided by the regulations issued by
Consob and acknowledged by the RPT Procedure and therefore assigned the responsibilities of the “Committee for Related Party
Transactions” to the “Internal Control, Risk and Corporate Governance Committee”, with the exception of responsibilities concerning remu-
neration of directors and key managers entrusted to the “Remuneration Committee”.

For a more effective and easy identification and subsequent management of situations in which a director – and, in general, a related party –
has an interest, on his/her own behalf or on behalf of third parties, the parties concerned are requested, every quarterly, to notify the related
parties to the Company through them, which feed a reserved “data bank”, to which reference must be made according to the RPT Procedure
before concluding a transaction, in order to check the possible existence of a correlation with the Company, regardless of the notifications by
the parties directly involved. 

Finally, note that – in accordance with the provisions of the regulations in force – the RPT Procedure is expected to be reviewed at least every
three years. 

The RPT Procedure is published on the Company’s website, in the Corporate Governance section.

Following entry into force of the aforesaid RPT Procedure, the appropriate and necessary amendments were made to the provisions of the
current “Procedure for fulfilment of the obligations laid down in Art. 150, paragraph one, of Italian Legislative Decree no. 58 of 1998” (now re-
named “Procedure on information flows to directors and auditors”) and of the “Principles of conduct for carrying out transactions with rela-
ted parties. Principles of conduct concerning property transactions” (the latter now renamed “Code of conduct concerning property tran-
sactions”), for which the RPT Procedure already provides suitable rules on coordination.

The aforesaid amendments were approved by the Board of Directors on March 4, 2011, following the favourable assessment of the then
Internal Control and Corporate Governance Committee.

Both the aforesaid documents (“Procedure on information flows to directors and auditors” and “Code of conduct concerning property tran-
sactions”) are published on the Company’s website, in the Corporate Governance section.

13. APPOINTMENT OF STATUTORY AUDITORS

The appointment of members of the Board of Statutory Auditors is based on criteria of procedural transparency in accordance with the pro-
visions of Art. 8.P.1. of the Code and provides for the presentation of lists of candidates, in accordance with the provisions of the laws and
regulations in force. These principles were incorporated into Art. 22 of the Articles of Association. 

The Shareholders’ Meeting elects the Board of Statutory Auditors and determines their fees. Under the terms laid down below, the minority
is entitled to elect one Standing Auditor and one Alternate Auditor. 

As stated, the Board of Statutory Auditors is appointed on the basis of lists presented by the shareholders in which the candidates are listed
by progressive number. Shareholders who, along or together with other shareholders, represent at least 1.5% of the shares with voting rights
at the Ordinary Shareholders’ Meeting or any lower percentage required by the regulatory provisions issued by Consob (18) are entitled to pre-
sent a list. 

It should be noted that following entry into force of Law 120 of July 12, 2011 (which modified Art. 147-ter of the CFA), from August 2012 on-
wards, the division of the members of the Board of Statutory Auditors to be elected in listed companies must be done on the basis of a cri-
terion that ensures observance of the gender balance. (19)
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Consob with Resolution no. 17221 of March 12, 2010 as amended by Consob Resolution no. 17389 of June 23, 2010 taking into account the instructions and expla-
nations provided by Consob in Notice no. DEM/10078683 of September 24, 2010.

(18) Pursuant to art. 144-quarter of the Issuers’ Regulation, Consob - with Resolution no. 18452 of January 30, 2013 - set at 4.5% the equity interest applicable to the
Company..

(19) With Resolution no. 18098 of February 8, 2012 Consob issued the related implementing regulation amending the Issuers’ Regulation. 
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In this regard, the Extraordinary Shareholders’ Meeting of April 17, 2012 approved amendments to the articles of association in order to en-
sure compliance with this principle.

Note that, in order to enable the compliance with the regulations in force on gender balance, both during the appointment of the Statutory
Auditors and in case they are replaced during their mandate, by adopting more flexible criteria in the formation of the lists, further amendments
to Art. 22 (board of statutory auditors) of the Articles of Association will be proposed at the next Shareholders’ Meeting, compared to what
was already resolved on April 17, 2012. On this occasion, considering that Art. 126-bis of the CFA introduced the right of the shareholders
who represent at least one fortieth of the share capital to submit further draft resolutions on points already on the agenda (in addition to the
right already indicated in the aforesaid article to request, in the cases and within the limits established by law, the inclusion in the list of issues
to be discussed at the Meeting), the relevant amendments to article 7 of the Articles of Association will be proposed for an appropriate ali-
gnment with the provision.

In this regard, the reader is referred to the Directors’ report available on the Company’s website, in the Corporate Governance section. 

The lists of candidates, signed by the persons presenting them, must be filed at the Company’s registered office, available to anyone so re-
questing, at least 25 days prior to the day fixed for the Shareholders’ Meeting in single call.

In addition to the lists, CVs must be provided relating to the personal and professional characteristics of the persons designated, indicating
the administration and control offices held in other companies and, without prejudice to any further documents required by the applicable pro-
visions, including any regulatory provisions, declarations in which the individual candidates: 

– accept the application;

– certify, under their own responsibility, that there are no causes for ineligibility for election or incompatibility and that the requirements laid
down by the applicable provisions, including regulatory provisions, and by the Articles of Association for the position are satisfied. 

Any changes occurring up to the day on which the General Meeting is actually held must be duly reported to the Company.

Any list presented without observing the foregoing instructions will be deemed to be not submitted. 

Each candidate may be included in one list only on pain of ineligibility. The lists are divided into two sections: one for candidates for the po-
sition of Standing Auditor and the other for candidates for the position of Alternate Auditor. The first of the candidates in each section must
be appointed from those entered in the Register of Statutory Auditors who have carried out the statutory auditing on accounts for a period
of not less than three years. 

In order to ensure gender balance in compliance with the pro tempore regulations in force, each list presenting a number of candidates for
the position of Standing Auditor equal to or greater than three, must indicate, in the first section, the candidate of the least represented gen-
der at the second progressive number and also, in the second section, a candidate of the least represented gender in the same first section.

Any party entitled to vote may vote on one list only.

The members of the Board of Statutory Auditors are elected as follows:

a) two standing auditors and one alternate auditor are appointed from the list obtaining the highest number of votes (so-called majority list),
in the order in which they are listed in the list itself; 

b) the remaining standing auditor and the other alternate auditor are appointed from the list obtaining the highest number of votes at the
Shareholders’ Meeting after the first (so-called minority list), in the order in which they are listed in the list itself; if several lists obtain the
same number of votes, a further ballot is held among such lists by all shareholders present at the Shareholders’ Meeting, the candidates
on the list obtaining the simple majority of votes being elected. 

The Board of Statutory Auditors is chaired by the standing auditor indicated as the first candidate in the list referred to in letter b) of the fore-
going section. In the event of the death, relinquishment or forfeiture of an Auditor, the alternate auditor belonging to the same list as the for-
mer Auditor takes over, in the order that ensures in any case the observance of the gender balance laid down by pro tempore law and/or re-
gulations in force. 

If the Chairman of the Board of Statutory Auditors is replaced, however, his or her position is taken by the candidate elected from the list to
which the former Chairman belonged, in the order of the list itself; if it is not possible to make the replacements according to the aforesaid
criteria, a Shareholders’ Meeting is called to complete the Board of Statutory Auditors resolving by a relative majority. 

When, pursuant to the Articles of Association or pursuant to the law, the Shareholders’ Meeting has to appoint the Standing Auditors and/or
Alternate Auditors necessary to complete the Board of Statutory Auditors, it acts as follows: if the Auditors elected from the majority list have
to be replaced, the appointment is made with a relative majority vote without any list limitation, without prejudice in any case to the obser-
vance of the gender balance laid down by pro tempore law and/or regulations in force. 

If the Auditors elected from the minority list have to be replaced, instead, the Shareholders’ Meeting replaces them with a relative majority
vote, where possible selecting candidates from the list to which the Auditor to be replaced belonged.
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If only one list has been submitted, the Shareholders’ Meeting votes thereon; if the list obtains a relative majority, the candidates indicated in
the respective section of the list are elected Standing Auditors and Alternate Auditors; the Board of Statutory Auditors is chaired by the per-
son indicated first in the aforesaid list. 

For the appointment of Auditors not nominated according to the procedure laid down herein for any reason, the Shareholders’ Meeting re-
solves with the legal majorities, without prejudice in any case to the observance of the gender balance laid down by pro tempore law and/or
regulations in force.

14. COMPOSITION AND OPERATION OF THE BOARD OF STATUTORY AUDITORS (pursuant to Art. 123-bis, paragraph 2,
letter d) CFA)

The Company’s Board of Statutory Auditors is composed of three Standing Auditors and two Alternate Auditors who must satisfy the requi-
rements laid down by the current rules, including regulatory provisions. (20) In accordance with the law, members of the Board remain in offi-
ce for 3 years and may be re-elected. 

Pursuant to Art. 149 of the CFA, the Board of Statutory Auditors has the task of monitoring:

− observance of the law and of the Articles of Association;

− observance of the principles of correct administration;

− adequacy of the Company’s organisational structure for aspects falling within its purview, of the internal control system and of the admi-
nistrative and accounting system and the reliability of the latter in correctly representing the operating events; 

− methods for specific implementation of the rules on corporate governance laid down by the Code, which the Company has adopted;

− adequacy of the instructions given by the Company to its subsidiaries with regard to the obligations to report inside information.

Among other things, the Board’s tasks include further supervision, including over correct application of the assessment criteria and proce-
dures adopted by the Board to assess the independence of its members (Art. 3.C.5. of the Code).

Finally, it should be noted that the Consolidated External Audit Act further specified and extended the duties of the Board of Statutory
Auditors, assigning it the task of supervising the following in its capacity as “Internal Control and Audit Committee”: 

(i) the financial disclosure process; 

(ii) effectiveness of the internal control, internal audit, if applicable, and risk management systems; 

(iii) the external audit of the annual accounts and consolidated accounts; 

(iv) independence of the external auditor or of the auditing firm, particularly with regard to the provision of non-auditing services. 

It is also required to make a reasoned proposal to the Shareholders’ Meeting on appointment of the auditing firm, also defining the criteria for
possible increases in fees during the course of the mandate. 

The Board of Statutory Auditors performs its task exercising all powers conferred on it by law and relying on a constant and detailed infor-
mation flow from the Company, even outside the periodic meetings of the Board of Directors, and in the context of relations with other enti-
ties or subjects with control functions.

In particular, this aspect is specifically implemented, for example, during: 

(i) quarterly checks carried out by the Board of Statutory Auditors, at meetings to which Company representatives are invited to report on
specific aspects falling within their purview; 

(ii) meetings of the Committees generally attended by the whole Board of Statutory Auditors and at which it also receives the regular reports
of the Head of Internal Audit; 

(iii) meetings with the representatives of the appointed independent auditors (at least when the annual audit plan is presented and in view of
approval of the draft financial statements) from whom it also receives the envisaged report (pursuant to Art. 19 of the Consolidated
External Audit Act) on the key issues arising from the external audit; 

(iv) periodic meetings that the Company organises whenever it is advisable to inform the Board of Statutory Auditors.
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In the light of the “Rules of conduct of the Board of Statutory Auditors” issued by the National Council of Chartered Accountants and
Accounting Experts, which underline the importance of the relations with the Supervisory Board, the information flows with the Board of
Statutory Auditors will also be subject to further scrutiny, although the current composition of the Supervisory Board – one member of which
is an Auditor – is already adequate for communication. 

In any event, a further strengthening of such relations will be evaluated, possibly by also arranging specific meetings between the two bodies,
in particular, with the purpose of (i) more effectively verifying aspects relating to the autonomy, independence and professionalism required in
order to efficiently perform the activity of the Supervisory Board; (ii) acquiring from it information pertaining to the Organisational Model adop-
ted and its operation and (iii) assessing the operations of the Supervisory Board and the congruity of assessments and adequacy of guideli-
nes adopted by the latter and, in any event, (iv) ensuring a constant and more effective exchange of information between the two bodies.

The period of office of the current Board of Statutory Auditors – whose members were appointed following proposals submitted by Pirelli &
C. S.p.A., the controlling shareholder at the time, since, at the moment of its appointment, which was at the Shareholders’ Meeting of April
19, 2010, no minority lists were submitted, and whose CVs are published on the Company’s website, in the Corporate Governance section
– expires at the Shareholders’ Meeting called to approve the financial statements for the year ended December 31, 2012. 

The current composition is shown in Table 2 attached to the Report.

During 2012, 13 meetings of the Board of Statutory Auditors were held, lasting for an average of approximately 2 hours. The Auditors’ at-
tendance at meetings of the Board of Statutory Auditors during 2012 totalled 100% and at meetings of the Board of Directors amounted to
92.30% for all auditors.

The Board of Statutory Auditors reported to the Shareholders’ Meeting of April 17, 2012 on the activity carried out and expressed, for all that
is within its purview, its own opinion on the proposals made at the Meeting by the Board of Directors.

Moreover, the Board of Statutory Auditors formulated its own observations on the directors’ report on the financial situation of the Company
as at September 30, 2012, approved by the Shareholder’s Meeting of December 18, 2012 convened pursuant to Art. 2446 of the Italian Civil
Code. 

Furthermore, during 2012, the Board of Statutory Auditors issued opinions pursuant to Art. 2389 of the Italian Civil Code.

The Board of Statutory Auditors, together with the Board of Directors, based on the information known and the written declarations expre-
ssly made by the interested parties, assessed the independence of its members on the first useful opportunity following their appointment
and subsequently every year, prior to approval of the draft financial statements, with regard to all the criteria laid down by the Code with re-
ference to the independence of directors. Moreover, in the light of the provisions laid down in Consob Notice no. 8067632 (21) of July 17, 2008,
the members of the Board of Statutory Auditors confirmed to the Company that the requirements of independence existed, also in the light
of the content of that notice. 

The Board of Statutory Auditors assessed the independence of its members for the last time during the meeting held on February 7, 2013.

Within the scope of the provisions of the application principle 2.C.2. of the Code, specific meetings were held between the Board of Statutory
Auditors in office, after its appointment, and the PRELIOS Group’s management, with the aim of providing adequate knowledge of the busi-
ness segment in which the Group operates, the business trends and their development and the legislative framework of reference. The high
frequency of the number of board and committee meetings, attended as a rule by the Board of Statutory Auditors, held during 2012, allo-
wed, among other things, the members of the Board to continue and deepen, also during their mandate, this knowledge. 

With regard to the further provisions of the Code concerning Auditors, reference is made to the information provided above, in the specific
parts in which the relevant subjects have been dealt with, with particular reference to: transactions with related parties; supervision over the
independence of the independent auditors and coordination with the Internal Audit Department, with the Internal Control, Risk and Corporate
Governance Committee and the Risk Committee (before being eliminated). 

Finally, it is considered advisable to point out that, at the Date of the Report, no members of the Board of Statutory Auditors informed the
Company that they exceeded the limits of accumulation of administration and control offices laid down by Article 144-terdecies of the Issuers’
Regulation. The list of the position is published by Consob on its own website.

15. RELATIONS WITH SHAREHOLDERS
The Company endeavours to establish an ongoing dialogue with shareholders and institutional investors, based on an understanding of their
reciprocal roles, not failing to promote periodically meetings with representatives of not just the Italian financial community, fully observing the
provisions in force on the matter and concerning the handling of inside information. In this connection, the Company has appointed an
Investor relations manager, and set up a suitable company structure (reporting directly to the Chairman) to which an appropriate section of
the website is dedicated, the Investor Relations section.
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On the website, investors can find all useful documents published by the Company, whether accounting (such as financial statements, half-
yearly reports, quarterly reports/interim management reports), or corporate (minutes of shareholders’ meetings, information documents, ex-
traordinary transactions, etc.) in nature, and on its corporate governance system (such as the Code of Ethics and the Lines of Conduct; the
Procedure concerning transactions with related parties, the Procedure on information flows to directors and auditors, the Code of conduct
on property transactions, the Procedure for management and disclosure to the public of inside information and the relevant register of per-
sons having access to inside information).

In the same section, investors can also access the documents made available to analysts and/or financial investors during Company pre-
sentations and/or meetings with them and find all useful information on the composition of the share capital and on the shareholders.
The investor relations department may be contacted by shareholders and investors at the following addresses:

Viale Piero e Alberto Pirelli, 27 – 20126 Milan;
Tel: +39 02.6281.4057 
Fax: +39.02.6281.4387
E-mail: vincenzo.mangiaracina@prelios.com

16. SHAREHOLDERS’ MEETINGS (pursuant to Art. 123-bis, paragraph 2, letter a) CFA)

Without prejudice to the constant flow of information that the Company provides to the market, the Shareholders’ Meeting is considered to
be the place in which to establish a profitable and effective relationship with shareholders. 

It is here, in fact, that it is easiest to hold real time discussions, being able to respond fully to requests for information from the shareholders
themselves, always in compliance with the regulations on inside information. 

In this sense, the Board of Directors encourages and facilitates the fullest possible attendance of shareholders at Shareholders’ Meetings, ta-
king care to select a place, date and time in order to facilitate such attendance and exercise of shareholders’ rights; moreover, as far as pos-
sible, all Directors and Auditors are generally present at the Shareholders’ Meetings, particularly Directors who, owing to the positions they
hold, may provide a useful contribution to discussions at the meeting. 

It should be noted that during 2012, two Shareholders’ Meetings were held on April 17, and December 18, respectively, attended by the ma-
jority of Directors. On the occasion of the Meeting of April 17, 2012, during which the Remuneration Report was submitted to the sharehol-
ders, the Chairman informed that the Report indicated the ways in which the functions of the Remuneration Committee were carried out. 

The place of convocation, which can be anywhere in Italy, even outside the registered office, participation rights and representation at
Shareholders’ Meetings are governed by law and by the Articles of Association. 

Regular constitution of the Shareholders’ Meeting and validity of the resolutions are governed by law. 

The organisation of Shareholders’ Meetings is regulated by law and the Articles of Association and by the Regulations on Shareholders’
Meetings (whose wording is published on the Company’s website), approved by a resolution of the Company’s Ordinary Shareholders’
Meeting in order to regulate the orderly and functional running of Ordinary and Extraordinary Shareholders’ Meetings and in order to guaran-
tee the right of each shareholder to speak on matters discussed. 

The Shareholders’ Meeting is chaired, in order, by the Chairman of the Board of Directors, by the Deputy Chairman and Chief Executive
Officer, by a Deputy Chairman or by a Chief Executive Officer; if there are two or more Deputy Chairmen or Chief Executive Officers, the
Meeting is chaired by the most senior member. In the event of absence of the aforesaid persons, the Meeting will be chaired by another per-
son selected by the Shareholders’ Meeting with the vote of the majority of capital represented at the Shareholders’ Meeting. 

The Chairman is assisted by a Secretary appointed by the Shareholders’ Meeting, who need not be a shareholder; attendance of the
Secretary is not necessary when a notary is appointed to take the relevant minutes.

The Chairman of the Shareholders’ Meeting is responsible for checking whether it is regularly constituted; checking the identity of those pre-
sent and their right to take part, even by proxy; checking the quorum for passing resolutions; managing discussions, even establishing a dif-
ferent order of discussion of the matters included in the notice of calling; taking the relevant measures to ensure that discussions and voting
are held in an orderly manner, defining the procedures and establishing the results thereof. 

Resolutions of the Shareholders’ Meeting are recorded in minutes signed by the Chairman and by the Secretary of the Shareholders’ Meeting
or by the notary. The minutes of the Extraordinary Shareholders’ Meeting must be drawn up by a notary appointed by the Chairman. The
Shareholders’ Meeting resolves on the matters on the agenda, taking into account those matters reserved for it by law.

17. FURTHER CORPORATE GOVERNANCE PRACTICES (pursuant to Art. 123-bis, paragraph 2, letter a) CFA) 

There are corporate governance practices – in addition to those already mentioned in the previous paragraphs – applied by the Company,
beyond the obligations established by laws and regulations.
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18. CHANGES SINCE THE END OF THE REFERENCE FINANCIAL YEAR

The Report takes into account changes since the end of the reference year up to the Date of the Report itself. 

In this connection, there have been no substantial changes to the Company’s corporate governance structure. 

ANNEX 1: “MAIN CHARACTERISTICS OF THE RISK MANAGEMENT AND INTERNAL CONTROL SYSTEMS EXISTING IN RELATION TO THE FINANCIAL REPORTING

PROCESS” PURSUANT TO ART. 123-BIS, PARAGRAPH 2, LET. B), CFA

The Company has implemented a structured risk management and internal control system – supported by a dedicated computer application
– in relation to the process of preparing financial reporting (interim/annual). 

As a rule, the internal control system set up by the Company is aimed at guaranteeing protection of the corporate assets, observance of laws
and regulations, efficiency and effectiveness of the Company transactions and operations in addition to reliability, accuracy and timing of the
financial reporting.

In particular, the process of preparing the financial reporting takes place by means of suitable administrative and accounting procedures drawn
up in accordance with criteria laid down by the Internal Control – Integrated Framework issued by the Committee of Sponsoring Organisations
of the Tradeway Commission.

The administrative/accounting procedures for preparing the financial statements and any other financial disclosure are drawn up under the
responsibility of the Manager Responsible for Corporate Financial Reporting who, together with the Chief Executive Officer, certifies the ade-
quacy and effective application thereof at the time of preparing the annual/consolidated financial statements and the half-yearly financial re-
port.

In order to allow certification by the Manager responsible for corporate financial reporting, the significant companies/processes that feed and
generate the economic/capital or financial information have been mapped. The significant companies and processes are identified annually
based on quantitative and qualitative criteria; the quantitative criteria consist of identifying those companies in the PRELIOS Group that, with
regard to the processes selected, represent an aggregate value above a certain tangible threshold. The qualitative criteria consist of exami-
ning those processes and those companies that, according to the evaluation of the Chief Executive Officers/Chief Financial Officers of the bu-
siness sectors, may present potential areas of risk, while not falling within the quantitative parameters described above. 

For each process, the risks/control objectives connected with the preparation of the financial statements and the effectiveness/efficiency of
the internal control system in general have been identified. 

For each control objective, specific checks have been provided for and specific responsibilities have been assigned.

A system of supervising controls carried out has been implemented by means of a chain certification mechanism; any critical aspects emer-
ging in the evaluation process form the subject of action plans whose implementation is checked on subsequent closures. 

Finally, every six months, it is planned that the Chief Executive Officers and the Chief Financial Officers of joint-stock subsidiary companies
and selected significant companies will submit a declaration of reliability and accuracy of the data sent for the purposes of preparing the
Group’s consolidated financial statements. 

Shortly before the dates of the Board of Directors’ meetings approving the consolidated figures at June 30 and at December 31, the results
of the checks are discussed with the Manager responsible for corporate financial reporting.

In short, a continuing and systematic control system has been adopted that is able to provide reasonable certainty as to the reliability of the
information and economic and financial reporting.

The Internal Audit Department carries out periodic audits with the aim of verifying the adequacy of the design and operation of the controls
on companies and processes using samples selected on the basis of their importance. 

Based on periodic reporting, the Manager responsible for corporate financial reporting reported on the effectiveness of the System, through
the Internal Control, Risk and Corporate Governance Committee, to the Board of Directors. The same Manager responsible for corporate fi-
nancial reporting, together with the Chief Executive Officers, also provided the certification laid down in section 5 of article 154-bis of the CFA.
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TABLE 1: STRUCTURE OF THE BOARD OF DIRECTORS AND COMMITTEES

Board of Directors Internal Remuneration Rks
control Committee Commmittee22)

Committee (until August
28, 2012)

Position Members In office from In office to List Esec. Non- Indep. Indep. (%) Number (****) (**) (****) (**) (****) (**)
(M/m) exec. as per as per (**) of other 

(*) Code CFA positions
(***)

Chairman Tronchetti 
Provera Marco 04/21/11 Appr. 2013 Financial Statements M X 100% 6

Deputy Chairman Parazzini Enrico(23) 04/21/11 Appr. 2013 Financial Statements M X 100% 1 X 100%

Chief Executive
Officer Sergio Iasi(24) 12/18/12 Appr. 2013 Financial Statements n/a X 100% 2

Director Angiolini Giuseppe 04/21/11 Appr. 2013 Financial Statements M X X X 76,92% 3

Director Brogi Marina 04/21/11 Appr. 2013 Financial Statements M X X X 92,30% 3 X 88,88% X 100%

Director Croce Carlo Emilio 04/21/11 Appr. 2013 Financial Statements M X X X 84,61% – X 100%

Director Fiori Giovanni 04/21/11 Appr. 2013 Financial Statements M X X X 100% – X 100%

Director Franzan Jacopo 04/21/11 Appr. 2013 Financial Statements M X 100% –

Director Lazzari Valter 04/21/11 Appr. 2013 Financial Statements M X X X 92,30% 2 X 88,88%

Director Nodari Amedeo 04/21/11 Appr. 2013 Financial Statements M X 92,30% –

Director Lead
Independent
Director Trevisan Dario 04/21/11 Appr. 2013 Financial Statements M X X X 92,30% – X 100% X 100%

Director Valerio Giorgio 04/21/11 Appr. 2013 Financial Statements M X X X 100% – X 100%

Director Vender Giovanni Jody 04/21/11 Appr. 2013 Financial Statements M X X X 100% – X 100%

DIRECTORS TERMINATED DURING THE FINANCIAL YEAR OF REFERENCE

Director Davide Malacanza(25) 04/21/11 11/10/12 M X 88,88%

Chief Executive
Officer Paolo Massimiliano

Bottelli(26) 04/21/11 13/11/12 M X 100% X 66,66%

Indicate the quorum required for the presentation of the lists at the time of the last appointment: 2%

No. meeting held during the Financial Year of reference: BoD 13 ICRCG: 9 RC: 5 Risk: 3

NOTES

(*) This column indicates M/m depending on whether the member was elected from the list voted in by the majority (M) or by a minority (m).

(**) This column indicates the relevant proportion of directors at Board of Directors and committee meetings, respectively (no. of attendances/no. of meetings held during
the actual period in office of the individual involved). 

(***) This column indicates the number of director or auditor positions held by the individual in question in other companies listed on regulated markets, including foreign
ones, financial, banking, insurance or large-sized companies. Attached to the Report is a list of such companies with reference to each director, specifying whether the
company in which the position is held is or is not part of the Prelios Group. 

(****) This column indicates with an “X” a Board member’s committee membership.
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(22) On August 28, 2012, the activities and tasks of the “Internal Control and Corporate Governance Committee” were redefined by assigning it the functions granted to the
“Risk Committee” that, as a result, has been outdated. 

(23) Appointed Deputy Chairman by the Board of Directors held on December 3, 2012.

(24) On December 18, 2012, the Shareholders’ Meeting confirmed the appointment of Mr. Sergio Iasi as Director, resolved, pursuant to Art. 2386 of the Italian Civil Code,
by the Board of Directors on November 13, 2012. At the end of the Shareholders’ Meeting, the Board of Directors appointed Mr. Sergio Iasi as Chief Executive Officer,
confirming the appointment and the powers already vested in him on December 3, 2012.

(25) Davide Malacalza resigned from his office of Director of the Company effective as from November 11, 2012. 

(26) Paolo Massimiliano Bottelli resigned from his office of Director, Chief Executive Officer and General Manager of the Company effective as from November 13, 2012.
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TABLE 2: STRUCTURE OF THE BOARD OF STATUTORY AUDITORS

BOARD OF STATUTORY AUDITORS

Position Members In office In office List Independence (**) Number of 
from to (M/m) as per Code (%) other positions

(*) (***)

Chairman Laghi Enrico 04/19/2010 Approval 2012
Financial Statements M X 100% 10

Standing Auditor Bracchetti 04/19/2010 Approval 2012
Roberto Financial Statements M X 100% 20

Standing Auditor Fornabaio 04/19/2010 Approval 2012
Lelio Financial Statements M X 100% 14

Alternate Auditor Ghiringhelli 04/19/2010 Approval 2012
Franco Financial Statements M X // 19

Alternate Auditor Giudici Paola 04/19/2010 Approval 2012 
Financial Statements M X // 10

AUDITORS TERMINATED DURING THE YEAR OF REFERENCE

Indicate the quorum required for the presentation of the lists at the time of the last appointment: 1,5%

No. meetings held during the Financial Year of reference: 13

(*) This column indicates M/m depending on whether the member was elected from the list voted in by the majority (M) or by a minority (m).

(**) This column indicates percentage of attendance by statutory auditors at the meetings of the B.o.A. (no. of attendances/no. of meetings held during the actual period
in office of the individual involved). 

(***) This column is to indicate the number of relevant director or auditor positions held by the individual pursuant to Art. 148-bis CFA. The complete list of positions is pu-
blished by Consob on its website under the terms of Art. 144-quinquiesdecies of the Consob Issuers’ Regulation.
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ANNEX 2: LIST OF DIRECTORS’ MAIN OFFICES

Name Position In office from Other positions

Tronchetti Provera Marco Chairman 04/21/2011 • Marco Tronchetti Provera & C. S.p.A., Chairman

• Camfin S.p.A., Chairman

• Gruppo Partecipazioni Industriali S.p.A., Chairman

• Pirelli & C. S.p.A., Chairman and Chief Executive Officer

• Mediobanca S.p.A., Deputy Chairman

• F.C. Internazionale Milano S.p.A., Director

Parazzini Enrico Deputy Chairman 04/21/2011 • Pininfarina S.p.A., Director

Iasi Sergio Chief Executive • Prelios Credit Servicing S.p.A., Director (*)
Officer • Gemina S.p.A., Director

Angiolini Giuseppe Director 04/21/2011 • Fondiaria – SAI S.p.A., Chairman of the Board of Statutory Auditors;
• Milano Assicurazioni S.p.A. (Gruppo Fondiaria – SAI S.p.A.),

Chairman of the Board of Statutory Auditors;
• Gemina S.p.A., Independent Director

Brogi Marina Director 04/21/2011 • A2A, Supervisory Director
• Banco Desio e della Brianza, Director
• Impregilo S.p.A., Director

Croce Carlo Emilio Director 04/21/2011 –

Fiori Giovanni Director 04/21/2011 –

Franzan Jacopo Director 04/21/2011 –

Lazzari Valter Director 04/21/2011 • Prelios Società di Gestione del Risparmio S.p.A. (*), Deputy Chairman
• Banco Popolare Società Cooperativa, Director

Nodari Amedeo Director 04/21/2011 –

Trevisan Dario Director 04/21/2011 –

Valerio Giorgio Director 04/21/2011 –

Vender Giovanni Jody Director 04/21/2011 –

(*) Companies belonging to the Prelios Group
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D. SHAREHOLDERS’ MEETING CALL NOTICE

PRELIOS S.P.A.

Registered office in Milan, Italy at Viale Piero e Alberto Pirelli no. 25 

Fully paid-up share capital Euro 218,877,613.14 

Milan Register of Companies no. 02473170153

Tax Code and VAT reg. no. 02473170153

CALLING OF SHAREHOLDERS’ MEETING

Those with voting rights in the shareholders’ meeting of PRELIOS S.p.A. are called on 8 May 2013, 3.00 pm, in Milan, Viale Sarca no. 214,

in combined ordinary and extraordinary call to discuss and resolve on the following

AGENDA

Ordinary items

1. Financial Statements as of 31 December 2012. Related and consequent resolutions.

2. Appointment of the Board of Directors:

– determining the number of members of the Board of Directors; 

– determining the term of office of the Board of Directors; 

– appointment of the Board Members; 

– determining the annual fee of the members of the Board of Directors.

3. Appointment of the Board of Statutory Auditors: 

– appointment of the statutory and alternate auditors;

– appointment of the Chairman;

– determination of the fees of the members of the Board of Statutory Auditors.

4. Remuneration Report: consultation on the Remuneration Policy. 

Extraordinary items

1. Capital increase pursuant to Article 2441, par. 1 and 5 of the Italian Civil Code, subject to a reduction in the number of ordinary shares

through grouping and share capital reduction for losses pursuant to Article 2446 of the Italian Civil Code, and delegation to the Board of

Directors to issue convertible bonds pursuant to Article 2420-ter, par. 2 of the Italian Civil Code, particularly through the following resolu-

tions:

1.a) reduction, through grouping, of the number of ordinary shares with a ratio of 1 new ordinary share every 10 ordinary shares held,

subject to the cancellation of the ordinary shares held by the Company to allow the overall balancing of the transaction without re-

ducing the share capital. Related and consequent resolutions. Conferment of powers;

1.b) reduction of the share capital for losses pursuant to Article 2446 of the Italian Civil Code. Related and consequent resolutions.

Conferment of powers;

1.c) paid capital increase, indivisible, reserved for a special purpose vehicle – an investee of Feidos 11 S.p.A., Pirelli & C. S.p.A., Intesa

Sanpaolo S.p.A. and UniCredit S.p.A. – and thus, excluding the option right pursuant to Article 2441, par. 5 of the Italian Civil Code,

through the issue of 117,597,496 category B shares, convertible into ordinary shares, at an issue price of Euro 0.5953 per share,

for an overall amount of Euro 70,005,789.37. Related and consequent resolutions. Conferment of powers;

1.d) paid capital increase, indivisible, to be offered as option to all the shareholders of the Company, pursuant to Article 2441, par. 1 of

Italian Civil Code, through the issue of maximum 193,195,887 ordinary shares at an issue price per share of Euro 0.5953, with re-

gular dividend and identical characteristic to the Prelios outstanding shares at the time of their issue, for a total maximum amount

of Euro 115,009,511.53. Related and consequent resolutions. Conferment of powers;

1.e) conferment upon the Board of Directors, pursuant to Article 2420-ter, par. 2 of the Italian Civil Code of the right to issue, for a total

amount of nominal Euro 269,000,000.00, mandatory convertible bonds into ordinary shares and/or category B shares, excluding the

option right pursuant to Article 2441, par. 5 of the Italian Civil Code and consequent share capital increase to exclusively serve the

conversion, indivisible, for maximum Euro 297,644,375.01 through the issue of maximum 499,990,551 ordinary shares and maxi-

mum 144,678,117 category B shares. This right is to be exercised after performing the capital increase under points 1.c) and 1.d)

in the agenda and in any case within maximum one year from the date of the resolution, with the additional power to set the rate

and duration of the instrument as well as all the related terms and conditions, as for the capital increase to serve the conversion,

based on the agreement reached with the company lenders these instruments will be offered to, excluding the option right. Related

and consequent resolutions. Conferment of powers;

1.f) consequent amendments to articles 5 and 6 and introduction of a new article 6-bis in the Articles of Association. Related and con-

sequent resolutions. Conferment of powers.

2. Amendment to articles 7 and 22 of the Articles of Association. Related and consequent resolutions. Conferment of powers. 
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DOCUMENTATION

The Directors’ reports and the proposed resolutions relating to the items on the agenda will be made available to the public at the registered

office of the Company and of Borsa Italiana S.p.A. and will also be published on the company’s website www.prelios.com (under the corpo-

rate governance section) according to the law and as specified below:

• at the same time as the publication of this notice of calling, the following documents are also made available:

– the Directors’ report on the second item on the agenda in the ordinary part, regarding the appointment of the Board of Directors;

– the Directors’ report on the third item on the agenda in the ordinary part, regarding the appointment of the Board of Statutory

Auditors;

• by 16 April 2013, the following will be made available:

– the Annual Financial Report – comprising the draft annual financial statements, the consolidated financial statements, the report on

operations and the certification under Article 154-bis, par. 5 of Italian Legislative Decree no. 58 of 24 February 1998, and subsequent

amendments and additions (the “CFA”) – together with the reports of the Board of Statutory Auditors and the external auditing firm

as well as the annual report on corporate governance and ownership structures;

– the Directors’ report on the fourth item on the agenda in the ordinary part, regarding the consultation on the Remuneration Policy;–

the documentation relating to the items on the agenda for the extraordinary part, and namely: (i) the Directors’ report on the share

capital increase pursuant to Article 2441, par. 1 and 5 of the Italian Civil Code, subject to a reduction in the number of ordinary sha-

res through grouping and share capital reduction for losses pursuant to Article 2446 of the Italian Civil Code and the delegation to

the Board of Directors to issue convertible bonds pursuant to Article 2420-ter, par. 2 of the Italian Civil Code, together with the con-

sequent proposals to amend the articles of association and the opinion on the fairness of the issue price of the shares under Article

2441 of the Italian Civil Code; (ii) the Directors’ report on the additional proposals to amend the company’s articles of association.

The documentation relating to the financial statements of subsidiaries and associates made available to the public at the registered office by

23 April 2013. 

QUESTIONS ON THE ITEMS ON THE AGENDA

Pursuant to the law, before the Meeting the Shareholders may ask questions regarding the items on the agenda. Questions must be posted

to the address of the Company’s registered office or faxed to +39 02.6281.4460 or alternatively by connecting to the website

www.prelios.com and following the specific instructions given in the section devoted to the shareholders’ meeting, where additional informa-

tion on the issues can also be found. 

Any question must be received by 5 May 2013.

INTEGRATION OF THE AGENDA AND PRESENTATION OF NEW PROPOSED RESOLUTIONS

AIn accordance with the law, any Shareholder who, individually or jointly with other Shareholders, represents at least one fortieth of the ordi-

nary share capital, may request, within ten days from the publication of this notice, and thus by 8 April 2013, the Agenda of items for discus-

sion be integrated, specifying the further items proposed for discussion, or presenting proposed resolutions on items that are already on the

agenda. 

The request must be made in writing and filed, also via post, at the company’s registered office or sent to the certified email address

assemblea@pec.prelios.it, together with the documentation certifying the title of said share, issued by the intermediaries keeping the accounts

in which the shares are registered.

Within the deadline set to submit the integration request and under the same conditions, any proposing Shareholder must also present a re-

port stating the reasons for the proposed resolutions on the new items proposed for discussion or alternatively the reasons for the additional

proposed resolutions presented on items that are already on the agenda.

The Company shall provide notice of any such integrations of the agenda for discussion by the meeting or additional resolution proposals on

the items already in the agenda, in the same form established for the publication of this notice of calling, at least fifteen days before the day

set for the Meeting in single call, and thus by 23 April 2013. 

At the same time as publishing the notice of integration or presentation of additional resolution proposals, these proposals, as well as the re-

ports prepared by the Shareholders, assembled with any assessment by the Board of Directors, shall be made available to the public by the

Company in compliance with the law. 

Please note that integration of the agenda is not permitted for matters on which the Shareholders’ Meeting resolves, by provision of law, upon

proposal by the Directors, or on the basis of a project or report prepared by the Directors, other than those pursuant to article 125-ter, pa-

ragraph 1 of the Consolidated Law on Finance.

Finally, any subject with the right to vote may submit individual resolution proposals directly during the Meeting.

LEGITIMATE RIGHT TO ATTEND THE MEETING - VOTING BY PROXY
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The legitimate right to attend the Shareholders’ Meeting and exercise the voting rights is certified by a communication made to the Company

through the intermediary authorised in compliance with the accounts in favour of the party with voting rights as of 26 April 2013 (record date).

Therefore, those confirmed as shareholders only after this date will not have the right to attend and vote in the meeting.

All parties entitled to attend the meeting and exercise voting rights may organise their representation by proxy in accordance with the law and

current provisions. 

A facsimile proxy form can be downloaded from the Company website www.prelios.com (corporate governance section) or obtained from

the registered office.

The proxy may be preventatively notified to the Company at the certified e-mail address assemblea@pec.prelios.it or to the company’s regi-

stered office by means of ordinary post. Preventative notice does not, however, relieve the proxy, at the time of ensuring authorisation to ac-

cess the meeting, from the obligation to certify compliance with the original of the copy notified.

Designated representative

The Company has appointed Servizio Titoli S.p.A. as the party Shareholders may confer a specific proxy to free of charge (the “Designated

Representative”).

Proxy with voting instructions must be conferred using the form available on the website www.prelios.com, in the specific section devoted to

the Designated representative, or as a hard copy at the office of Servizio Titoli S.p.A. or that of the Company. 

The original copy of the proxy must be sent to the registered office of Servizio Titoli S.p.A., Via Lorenzo Mascheroni no 19 – 20145 Milan,

Italy, potentially faxing a copy ahead with a declaration of compliance with the original to +39 024677.6850 or attaching it to an e-mail to be

sent to ufficiomilano@pecserviziotitoli.it no later than 6 May 2013. Proxy thus conferred shall only be valid for the proposals in relation to which

voting instructions have been given. The proxy and voting instructions may be revoked within these same terms.

Further information in relation to the conferral of the proxy to the Designated Representative is available from the Company website www.pre-

lios.com.

LIST VOTING FOR THE APPOINTMENT OF THE BOARD OF DIRECTORS

In accordance with Article 12 of the Articles of Association and the applicable provisions, including regulatory provisions, directors shall be

appointed on the basis of lists in which candidates must be stated in progressive order.

The lists presented by the shareholders, signed by those presenting them, with indication of their identity and relevant portion of the ordina-

ry capital of the Company, must be filed at the Company’s registered office at least twenty-five days prior to the date set for the meeting in

single call and thus by 13 April 2013. Shareholders may file the lists of candidates by sending them and the relevant supporting documenta-

tion to the following certified email address: assemblea@pec.prelios.it.

Shareholders who, individually or jointly with other shareholders, own shareholdings accounting for at least 2% of the share with voting right

in the ordinary shareholders meeting as of the date when the list is presented, have the right to present lists, and the obligation to prove ow-

nership of the number of shares required to present lists, within the terms envisaged for their publication by the Company and thus by 17

April 2013.

Each shareholder may present or participate in the presentation of a single list and each candidate may only be presented in a single list,

under penalty of ineligibility.

The lists will be made available to the public at the registered office of the Company, on the company’s website www.prelios.com (under the

corporate governance section) and with the other methods established by Consob, at least twenty-one days before the day set for the sin-

gle call and thus 17 April 2013.

Filed with each list must be the candidacy acceptances by the individual candidates and the declarations whereby the candidates certify,

under their own responsibility, that there are no causes for ineligibility for election and incompatibility, and that they meet the criteria prescri-

bed for the respective office. 

With these declarations, a curriculum vitae for each candidate must also be filed, describing their personal and professional characteristics

and specifying any administrative and control office they may hold in other companies and, where required, their meeting of the independen-

ce requirements as laid down by the criteria of law and the Code of Conduct of listed companies issued by Borsa Italiana S.p.A. (the "Code

of Conduct”) to which the Company has adhered. 

Candidates are also reminded to authorise the publication of their curriculum vitae on the Company’s website.

Any changes occurring up to the day on which the Meeting is actually held must be duly reported to the Company.

Finally, in order to ensure a balance between genders in compliance with applicable pro-tempore legislation, in each list presented that con-
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tains a number of candidates that is equal to or higher than three, at least one third (rounded up to the higher unit in case of no integer) of

these candidates must be of the least represented gender.

Any lists submitted without the observance of the instructions above shall be deemed to be not submitted. If the list voting mechanism does

not ensure the minimum number of directors from the least represented gender requested, the Articles of Association provide for the appli-

cation of a corrective system that ensures the appointment of the Board of Directors in compliance with the applicable pro-tempore provi-

sions on the balance between genders.

For information it is important to note that – in compliance with the provisions of the Code of Conduct – the Board of Directors has defined

the general criteria to determine the maximum number of offices for its members. On this point, reference is made to the special document

containing the relevant details, published on the website of the company www.prelios.com (under the corporate governance section).

Finally, any Shareholder wishing to present lists for the appointment of the members of the Board of Directors is kindly asked to read the spe-

cific documentation published on the Company’s website at www.prelios.com (corporate governance section).

LIST VOTING FOR THE APPOINTMENT OF THE BOARD OF STATUTORY AUDITORS

In accordance with Article 22 of the Articles of Association and the applicable provisions, including regulatory provisions, statutory auditors

and alternate auditors shall be appointed on the basis of lists in which candidates must be stated in progressive order.

The lists presented by the shareholders, signed by those presenting them, with indication of their identity and relevant portion of the ordina-

ry capital of the Company, must be filed at the Company’s registered office at least twenty-five days prior to the date set for the meeting in

single call and thus by 13 April 2013. Shareholders may file the lists of candidates by sending them and the relevant supporting documenta-

tion to the following certified email address: assemblea@pec.prelios.it.

Shareholders who, individually or jointly with other shareholders, own shareholdings accounting for at least 1.5% of the shares with voting

right in the ordinary shareholders’ meeting, have the right to present lists, and the obligation to prove ownership of the number of shares re-

quired to present lists, within the terms envisaged for their publication by the Company and thus by 17 April 2013.

Each shareholder may present or participate in the presentation of a single list and each candidate may only be presented in a single list,

under penalty of ineligibility.

The lists will be made available to the public at the registered office of the Company, on the company’s website www.prelios.com (under the

corporate governance section) and with the other methods established by Consob, at least twenty-one days before the day set for the sin-

gle call and thus 17 April 2013.

In case one single list is submitted by the term stated above or only lists are submitted that are connected with each other in accordance

with applicable regulations, including regulatory regulations, additional lists may be presented until the third day following this date; in this

case, the 1.5% threshold stated previously for the presentation of the lists is lowered to 0.75%. 

Filed with each list must be the (i) documentation required by Article 144-sexies of the Regulations adopted by Consob with Decision no.

11971 of 14 May 1999 and subsequent amendments and additions (the “Issuers Regulations”) and (ii) the candidacy acceptances by the in-

dividual candidates and the declarations whereby the candidates certify, under their own responsibility, that there is no cause for ineligibility

for election and incompatibility, and that they meet the criteria prescribed by applicable regulations, including regulatory regulations and the

Articles of Association for the office. 

Each candidate must also declare his/her suitability to qualify as independent also based on the criteria set by the Code of Conduct with re-

ference to the directors. 

With the declarations, a curriculum vitae for each candidate must also be filed, containing exhaustive information on their personal and pro-

fessional characteristics. Candidates are also reminded to authorise the publication of their curriculum vitae on the Company’s website. 

Taking into account that, pursuant to Article 2400, last par. of the Italian Civil Code, at the time of the appointment and before accepting the

office, the meeting must be informed of the administration and control offices held at other companies and in consideration of the provisions

of Article 148-bis of the CFA, a declaration should be provided in the curriculum vitae in this respect. 

Any changes occurring up to the day on which the Meeting is actually held must be duly reported to the Company.

The lists of candidates must be arranged into two separate sections: one with indication of the candidates (marked by a progressive num-

ber) for the office of Statutory Auditor and the other with indication of the candidates (marked by a progressive number) for the office of

Alternate Auditor. The first of the candidates in each section shall be identified among those entered in the Register of Statutory Auditors who

have carried out statutory auditing for a period of not less than three years.

In order to ensure a balance between genders in compliance with applicable pro-tempore legislation, in each list at least one third of these

candidates must be of the least represented gender.
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In consideration of the above, each list containing a number of candidates for the office of auditor not lower than three must state, in the first

section, the candidate of the gender that is least represented in the second progressive number and, also in the second section, a candida-

te of the gender that is least represented in the same first section.

Any lists submitted without the observance of the instructions above shall be deemed to be not submitted.

Any Shareholder wishing to present lists for the appointment of the members of the Board of Statutory Auditors is kindly asked to read the

specific documentation published on the Company’s website at www.prelios.com.

INFORMATION RELATING TO THE SHARE CAPITAL AND THE SHARES WITH VOTING RIGHTS

The share capital of Prelios S.p.A., subscribed and paid-up, amounts to Euro 218,877,613.14, divided up into 841,171,777 no-par-value sha-

res. As of today’s date the Company holds 1,189,662 treasury shares for which voting rights are suspended.

*

Please note that on 1 April 2013 the Company’s registered office was moved to Viale Piero e Alberto Pirelli no. 27, Milan.

Milan, 29 March 2013

for the Board of Directors

the Chairman

(Marco Tronchetti Provera)
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E. PROPOSED RESOLUTION

ORDINARY PART

Point 1) 

Financial statements for the year ended as at December 31, 2012.  Inherent and consequent resolutions.

Dear Shareholders,

the year ended as at December 31, 2012 closes with a Group loss of 241,734,000 euro at consolidated level and 213,995,991 euro at fi-

nancial statement level, figures that, therefore, confirm a loss of more than one third of share capital pursuant to Art. 2446 of the Italian Civil

Code, as already reported at the last Shareholders’ Meeting. 

In this regard, it should be noted, in fact, that on December 18, 2012, the Shareholders’ Meeting, having acknowledged (i) the company’s

balance sheet and income statement as at September 30, 2012, (ii) the Directors’ Report drafted in accordance with Art. 2446, par. 1, of the

Italian Civil Code and pursuant to Art. 74, par. 1 of the Issuers’ Regulations and (iii) the remarks of the Board of Statutory Auditors, resolved

to approve the company’s balance sheet as at September 30, 2012 and to postpone the adoption of provisions pursuant to Art. 2446 of the

Italian Civil Code to a date to be proposed by the Board of Directors, also in relation to the development and implementation of the propo-

sed extraordinary transactions – targeted, it should be pointed out, at rebalancing the company’s overall financial and equity structure – and,

nonetheless, in compliance with the provisions of par. 2 of said Art. 2446 of the Italian Civil Code.

Also in light of the above and having acknowledged the proposed resolutions as per the Extraordinary Shareholders’ Meeting, we therefore

propose the approval of the financial statements for the year ended as at December 31, 2012 and the Directors’ Report on Operations, wi-

thout prejudice to the matters that shall be resolved at the Extraordinary Shareholders’ Meeting which also supplements, among other things,

the adoption of the necessary measures to be adopted in accordance with Art. 2446 of the Italian Civil Code, in relation to the total loss iden-

tified. 

* * *

If you agree with our proposal, we therefore invite you to approve the following

RESOLUTION

“The Ordinary Shareholders’ Meeting:

• having examined the Directors’ Report on Operations;

• having acknowledged the reports of the Board of Statutory Auditors and the Independent Auditors;

• having reviewed the financial statements and the consolidated financial statements for the year ended as at December 31, 2012, which

close with a statutory loss of 213,995,991 euro and a consolidated Group loss of 241,734,000 euro respectively; 

• having taken note of the proposed resolutions set out in the separate Directors’ Report in relation to the Extraordinary Shareholders’

Meeting; 

RESOLVES

1) to approve:

a) a) the Directors’ Report on Operations;

b) the financial statements for the year January 1 – December 31, 2012, comprised of the balance sheet, the income statement, the

statement of comprehensive income, the statement of changes in equity, the cash flow statement and the explanatory notes to the

financial statements, which report a loss of 213,995,991 euro, as presented by the Board of Directors as a whole, in their individual

items, with the proposed allocations, without prejudice to the matters that shall be resolved at the Extraordinary Shareholders’

Meeting;

2) to postpone the adoption of the necessary measures pursuant to Art. 2446 of the Italian Civil Code to the Extraordinary Shareholders’

Meeting.”
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Explanatory report drawn up by the Directors pursuant to Art. 125-ter of Italian Legislative Decree no. 58 of 24 February 1998 and
subsequent amendments and supplements.

* * *

Point 2) 

Appointment of the Board of Directors:

– determining the number of members of the Board of Directors;

– determining the term of office of the Board of Directors;

– appointment of the Board Members;

– determining the annual fee of the members of the Board of Directors;

Shareholders,

Following the Board of the Directors' final approval of the transaction set out in the Framework Agreement signed by Prelios S.p.A. ("Prelios"

or "Company") and Feidos 11 S.p.A. (special purpose vehicle controlled by Feidos S.p.A.) as industrial investor whose purpose, as everyo-

ne knows, is to strengthen the capital by recapitalising the Company and to redress the financial structure and provide it with new growth

and development prospects (the "Transaction"), all Directors of Prelios decided to resign on 27 March 2013. Their resignation will take effect

starting from the end of the next Shareholders' Meeting called to, among other things, approve the financial statements for the year ended

31 December 2012. 

This decision was taken because executing the aforesaid extraordinary transaction will lead to a change in the current shareholding structu-

re of Prelios. The Directors therefore thought that letting the Company's shareholders appoint the board of directors members without wai-

ting for the natural expiry of the mandate upon approval of the financial statements for the year ending 31 December 2013 to be in the best

interests of the Company. 

Following the resignation of all Directors pursuant to Art. 12 of the Articles of Association (provided in full at the end of this report), the entire

Board of Directors is to be considered fallen from office from the moment it is reformed. The Shareholders' Meeting is therefore called pur-

suant to the law and regulations in force at this time and to Art. 12 of the Articles of Association to:

- decide on the number of members of the Board of Directors;

- decide on the term of office of the Board of Directors;

- appoint the Board Members;

- decide on the annual fee of the members of the Board of Directors.

To this regard, please note that the basic strategic position of the Company and Prelios Group – aimed at consolidating its repositioning as

a pure management company by appreciating and managing real estate portfolios also on behalf of third-party investors using a distinctive

model based on both specialised real estate services (Agency, Property & Project Management) and management activities (Fund & Asset

Management), in addition to services tied to managing Non Performing Loans (Credit Servicing) – requires that the Board of Directors be made

up of members possessing a wide range of general and specialised experience, particularly with regard to the real estate, financial and pro-

fessional sectors. 

The size of the Company and Group, as well as the complexity and specificity of the sector in which they do business, indeed require an ap-

propriate mixture of expertise and professional skills. This is an essential prerequisite for the Board of Directors, i.e., having adequate expe-

rience and capabilities so that board discussion is more incisive and is therefore able to best express itself as a body, and address Prelios'

business more effectively.

In determining the number and in selecting the members, the new Board of Directors therefore believes it has to take into account both the

afore-mentioned focusing of the Company's business model and the conditions established for completing the Transaction, including the ap-

pointment of Mr Sergio Iasi and Mr Massimo Caputi to the offices of Chief Executive Officer and Deputy Chairperson with Responsibility for

Development, respectively.

Having independent directors on the board is an essential element that guarantees the interests of all shareholders and third parties. The con-

tribution given by directors having these characteristics is also necessary for the formation and functioning of the Committees whose duties

are to make proposals and give advice to the Board of Directors.

To this regard, Art. 12 of the Articles of Association establishes that the Board of Directors of the Company be made up of a number of mem-

bers ranging between 5 (five) and 19 (nineteen), and also establishes that their term of office is three financial years (unless the Shareholders'

Meeting sets a shorter term at the time of appointment). They can be re-elected.
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The Board of Directors is appointed on the basis of lists submitted by the shareholders, in which the candidates are listed by progressive

number. 

With reference to the requisites the shareholders planning to present lists for the election of the Board of Directors must have, and to those

the candidates must have in order to be appointed the office of director, attention is called to observance of the provisions of Consob

Regulation 11971 of 14 May 1999 (Articles 144-quater and 144-undecies.1) implementing the provisions of Art. 147-ter of Italian Legislative

Decree 58 of 24 February 1998 (the "Consolidated Finance Act").

To this regard, it is particularly pointed out that in compliance with the provisions of Art. 147-ter, paragraph 3 of the Consolidated Finance Act

and pursuant to Art. 12 of the Articles of Association, one-fifth of the members of the Board of Directors must from the names on the mino-

rity lists, and are in no way, not even indirectly, connected with the shareholders that presented or voted the list first elected by number of

votes.

Shareholders that alone, or together with other shareholders, represent at least 2% of the share capital with voting rights at the Ordinary

Shareholders' Meeting (threshold established in the Articles of Association and a percentage lower than that set by Consob Resolution 18452

of 30 January 2013) are entitled to present the lists in accordance with procedures and terms specified in above-mentioned Art. 12 of the

Articles of Association and also referred to in the Shareholders' Meeting notice of call.

The lists of candidates listed by progressive number – endorsed by the shareholders presenting them with their identity and relevant propor-

tion of the ordinary share capital of the Company – must be filed with the registered office of the Company at least twenty-five days before

the date set for the Shareholders' Meeting.

Shareholders can file the lists of candidates by sending them and the relevant supporting documentation to the following certified e-mail ad-

dress: assemblea@pec.prelios.it.

Each list must be complete with the documents required by Art. 12 of the Articles of Association and applicable legislation and regulations.

More specifically, the declarations with which the individual candidates accept their candidacy and certify, under their responsibility, that there

are no reasons for ineligibility for election or incompatibility, and that they have the requisites, if any, laid down for the respective offices, must

be filed together with each list. 

A curriculum vitæ of each candidate containing personal and professional information must also be filed with the declarations. The admini-

stration and control offices held at other companies and eligibility to qualify as an independent director based on the criteria laid down in Art.

3.C.1 of the Code of Conduct of listed companies issued by Borsa Italiana S.p.A. (also provided at the end of this report) to which Prelios

has adhered and/or pursuant to the law must be indicated. 

To this regard, please note the provisions of Art. 147-ter, paragraph 4, of the Consolidated Finance Act with reference to at least one of the

members of the board of directors, or at least two if there are more than seven members, having the independence requirements established

for statutory auditors by Art. 148, paragraph 3 of the Consolidated Finance Act.

It is also pointed out that the Extraordinary Shareholders' Meeting of 17 April 2012 resolved to amend Articles 12 and 22 of the Articles of

Association regulating the mechanisms for appointing Directors and members of the Board of Statutory Auditors in order to implement the

principles provided for by Italian Law 120 of 12 July 2011 that amended the articles of the Consolidated Finance Act concerning the compo-

sition of boards of directors (Art. 147-ter) and internal control bodies (Art. 148), requiring that at least one-third of the least represented gen-

der is in the company bodies. 

Every shareholder may present or take part in presenting a single list, and every candidate may appear on a single list, under penalty of ine-

ligibility for election.

Lists presented without abiding by the provisions set out in Art. 12 of the Articles of Association shall be considered not presented.

The company shall make the lists of candidates presented available to the public together with the information required by applicable regu-

lations at its registered office, at Borsa Italiana S.p.A., and published on the website www.prelios.com.

Those shareholders planning to present lists to nominate members of the Board of Directors are asked to review the relevant documents pu-

blished on the Company's website www.prelios.com and, more specifically, the criteria established by the Board of Directors for determining

the maximum number of offices of its members and the recommendations given in Consob Communication DEM/9017893 of 26 February

2009.

The Shareholders' Meeting must also decide on the term of office of the Board of Directors and the fee due to the new Directors, presently

set at a gross total of Euro 650,000.00 per year.

All that being stated, pursuant to the provisions of the Articles of Association, and the applicable law and regulations on the subject, the Board

of Directors asks you to present lists of candidates for appointing members of the Board of Directors and proposals concerning the term of

office and determination of their fees, and to resolve on:
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- the appointment of the members of the Board of Director by voting on the lists of candidates presented after determining their number

and term of office;

- the determination of the fee due to the members of the Board of Directors.

*  *  *

Article 12 of the Articles of Association, application criterion 3.C.1 of the Code of Conduct of listed companies and Articles 147-ter and 148,

paragraph 3 of the Consolidated Finance Act are provided below.

Article 12 of the Articles of Association – Management

12.1 The Company is managed by a Board of Directors composed of from 5 to 19 members who remain in office for three financial years

(unless a shorter period is established by the Shareholders’ Meeting at the time of appointment) and may be re-elected.

12.2 The Shareholders’ Meeting determines the number of members of the Board of Directors, a number which remains fixed until resolved

otherwise.

12.3 The Board of Directors is appointed on the basis of lists submitted by the shareholders, pursuant to the following paragraphs, in which

the candidates must be listed by progressive number.

12.4 The lists submitted by the shareholders, signed by the persons submitting them, must be filed at the registered office of the company

so they are at the disposal of whoever requests them; they must be filed at least twenty-five days before the date set for the Shareholders'

Meeting called to resolve on the appointment of the members of the Board of Directors. They are made available to the public at the registe-

red office, on the website and with the other procedures provided for by Consob regulations at least twenty-one days before the date of the

Shareholders' Meeting.

12.5 Every shareholder may present or take part in presenting a single list, and every candidate may appear on a single list, under penalty of

ineligibility for election.

12.6 The lists may be submitted by only those shareholders who, alone or together with other shareholders, hold a total number of shares

representing at least 2 percent of the share capital with voting rights at the ordinary Shareholders' Meeting or the lower amount required by

the regulations issued by Consob, with the obligation to demonstrate ownership of the number of shares necessary for submitting the lists

by the deadline set for the Company to publish them.

12.7 Each list must be submitted together with the acceptances of candidacy by the individual candidates and the declarations with which

they certify, under their responsibility, that there are no reasons for ineligibility for election or incompatibility, and that they have the requisites,

if any, laid down for the respective offices. The declarations must be filed together with a curriculum vitae for each candidate that contains

personal and professional information, with the administration and control offices held at other companies and possession of the indepen-

dence requisites required for directors of listed companies indicated, pursuant to the law or by the code of conduct adopted by the Company.

So that a balance between genders is ensured in conformity with the regulations currently in force, at least one-third (rounded off to the hi-

ghest figure if there is no whole number) of said candidates must belong to the least represented gender on each list submitted bearing a

number of candidates equal to or greater than three.

Any changes occurring up to the day on which the General Meeting is actually held must be duly reported to the Company.

12.8 Any lists submitted without observing the foregoing provisions shall be deemed to be not submitted.

12.9 Any party entitled to vote may vote on one list only.

12.10 The Board of Directors is elected as follows:

a) four-fifths of the directors to be elected will be taken from the list obtaining the majority of votes cast by the eligible shareholders, in the

order in which they appear in the list itself, rounded down in the event of a fraction; 

b) the remaining Directors are taken from the other lists, to which end the votes obtained by the said lists are subsequently divided by whole

progressive numbers from one up to the number of Directors still to be elected.

The quotients obtained in this way are progressively assigned to the candidates of each of said lists, in the order they respectively foresee.

The quotients assigned to the candidates of the various lists following this procedure are arranged in a single descending classification. Those

who obtain the highest quotients are elected.

If several candidates have obtained the same quotient, the candidate on the list from which no Director has yet been elected, or from which

the lowest number of Directors has been elected, is elected. If none of these lists has elected a director or if all of them have elected the same
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number of directors, within the scope of such lists, the candidate obtaining the highest number of votes is elected. In the event of a tie in the

number of list votes and in the event of an equal quotient, the full Shareholders’ Meeting votes again and the candidate obtaining the simple

majority of votes will be elected.

12.11 The Board of Directors must be appointed in conformity with the regulations currently in force on balance between genders. If appli-

cation of the list vote system does not ensure the minimum number of directors belonging to the least represented gender laid down by law

and/or regulations, the candidate belonging to the least represented gender elected with the highest progressive number on the list obtaining

the highest number of votes will be replaced by the candidate belonging to the least represented gender not elected from the same list ac-

cording to the progressive order of submission and so on, list by list, until the minimum number of independent directors is complete.

12.12 If application of the list vote system does not ensure the minimum number of independent directors laid down by law and/or regula-

tions, the non-independent candidate elected with the highest progressive number on the list obtaining the highest number of votes will be

replaced by the independent candidate not elected from the same list according to the progressive order of submission and so on, list by list,

until the minimum number of independent directors is complete. without prejudice in any case to observance of the balance between gen-

ders laid down by law and/or regulations currently in effect.

12.13 For appointing directors for any reason not appointed pursuant to the procedure described herein, the Shareholders' Meeting resol-

ves with the legal majorities, without prejudice in any case to observing the balance between genders laid down by law and/or regulations

currently in effect.

12.14 If during the financial year one or more directors should leave office, they shall be replaced pursuant to Art. 2386 of the Italian Civil

Code, without prejudice in any case to observing the balance between genders provided for by the law and/or regulations currently in effect.

12.15 Loss of the requirements of independence of a director does not constitute a reason for forfeiture of the position if the minimum num-

ber of members, laid down by law or by regulation and satisfying the requirements of independence, remains on the Board of Directors.

12.16 If because of renunciation or for any other reason more than half of the directors leave office, the entire Board of Directors is conside-

red fallen from office with effect from the moment it is reformed.

12.17 The directors are not bound by the prohibition pursuant to Article 2390 of the Italian Civil Code unless otherwise resolved by the

Shareholders' Meeting.

*

Code of Conduct

Art. 3 - Independent directors

Application criterion 3.C.1

The board of directors assesses the independence of its non-executive members by focussing more on substance than on form, and bea-

ring in mind that a director usually does not seem to be independent in the following cases, to be considered non-binding:

a) if he or she controls the issuer or is able to exert considerable influence on it or takes part in a shareholders' agreement through which one

or more parties may exert control or considerable influence on the issuer either directly or indirectly, even through subsidiaries, fiduciaries or

third parties;

b) if he or she holds, or has held during the last three financial years, a prominent position with the issuer, with one of its subsidiaries having

strategic importance or with a company subject to joint control with the issuer, or a company or body that controls the issuer or is able to

exert considerable influence on it, even together with others through a shareholders' agreement;

c) if he or she has, or has had during the previous financial year, a significant commercial, financial or professional relationship either directly

or indirectly (through subsidiaries or in which he or she holds a prominent position, or as a partner of a professional firm or of a consulting

firm) with:

- the issuer, one of its subsidiaries, or with any of the relevant people holding prominent positions;

- a party that, even together with others through a shareholders' agreement, controls the issuer or – as it is a company or body – with the

relevant people holding prominent positions;

or is, or has been during the previous three financial years, an employee of one of the aforesaid parties;

d) if he or she receives, or has received during the previous three financial years, a significant additional remuneration from the issuer, a sub-

sidiary or a parent company (over and above the "fixed" fee of non-executive director of the issuer and the fee for participating in committe-

es recommended by this Code), also in the form of participating in incentive plans linked to company performance, even share-based;

e) if he or she has been a director of the issuer for more than nine out of the last twelve years;
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f) if he or she holds the office of executive director in another company in which an executive director of the issuer holds an office of direc-

tor;

g) if he or she is shareholder or director of a company or body belonging to the network of the company appointed to perform the regulato-

ry audit of the issuer;

h) if he or she is a close family member of a person in one of the situations listed under the foregoing paragraphs.

*

CONSOLIDATED FINANCE ACT

PART IV - TITLE III - ITEM II 

SECTION IV-bis

Boards of directors

Art. 147-ter

(Election and composition of the board of directors)

1. 1. The articles of association establish that the members of the board of directors are to be elected based on lists of candidates and de-

termines the minimum relevant proportion required for submitting them, to be no greater than one-fortieth of the share capital or another mea-

sure established by a Consob regulation, bearing the capitalisation, floating capital and ownership structures of the listed companies in mind.

The lists specify which directors are in possession of the independence requisites established by law and the articles of association. The

Articles of Association may require that lists that have not attained a percentage of votes at least half of that required by the Articles of

Association for their presentation not be taken into account for dividing the directors to be elected; for cooperatives, the measure is establi-

shed by the Articles of Association, also in departure from Article 135. 

1-bis. The lists are filed with the issuer, also by remote medium, in observance of the requirements (if any) strictly necessary for identifying

company-indicated applicants by and no later than the twenty-fifth day before the date of the shareholders' meeting called to resolve the ap-

pointment of the members of the board of directors and are made available to the public at the registered office of the company, on the web-

site and with other procedures provided for by Consob regulations at least twenty-one days before the date of the shareholders' meeting.

Ownership of the minimum relevant proportion required by paragraph 1 is determined considering the shares registered to the shareholder

on the day on which the lists are filed with the issuer. The relevant certification may also be produced after filing, provided that it is done by

and no later than the deadline set for the issuer to publish the lists. 

1-ter. The Articles of Association also require that directors to be elected be divided up based on a criterion that ensures balance between

genders. The least represented gender must make up at least one-third of the elected directors. This distribution criterion applies for three

consecutive mandates. If the composition of the board of directors resulting from the election not abide by the distribution criterion set forth

in this paragraph, Consob warns the company concerned to come into line no later than the maximum deadline of four months from the war-

ning. Should the company disregard the warning, Consob applies an administrative financial penalty ranging from Euro 100,000 to Euro

1,000,000, according to criteria and procedures established in its regulations, and sets a new three-month deadline to meet. Should the new

warning go unheeded, the elected members fall from office. The Articles of Association governs the methods for compiling lists and the cases

of replacement during the mandate in order to guarantee that the distribution criterion this paragraph provides for is observed. Consob rules

on the violation, application and observance of the gender portion provisions, also with reference to the investigation phase and the proce-

dures to adopt, based on its regulations, to adopt no later than six months from the date the provisions set forth in this paragraph go into

force. The provisions of this paragraph also apply to the companies set up according to the monistic system. 

2. …omitted…

3. Except for what Article 2409-septiesdecies of the Italian Civil Code provides for, at least one of the members of the board of directors is

elected from minority list obtaining the highest number of votes and not connected in any way whatsoever, not even indirectly, with the sha-

reholders that submitted or voted the list with the highest number of votes. In companies set up according to the monistic system, the mem-

ber elected from the minority list must have the requisites of reputation, professional competence and independence defined in Article 148,

paragraphs 3 and 4. Lack of said requisites causes the member to fall from office. 

4. In addition to the provisions of paragraph 3, at least one of the members of the board of directors, or two if the board of directors is made

up of more than members, must possess the independence requisites established for statutory auditors by Article 148, paragraph 3, and, if

the Articles of Association so require, the additional requisites listed in the codes of conduct drawn up by management companies of regu-

lated markets or by trade associations. This paragraph does not apply to the board of directors of companies set up according to the moni-

stic system, for which the provisions set forth in Article 2409-septiesdecies, paragraph 2 of the Italian Civil Code remain firm. The indepen-

dent director who loses the independence requisites after appointment must immediately report the fact to the board of the directors and, in

any case, falls from office.
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SECTION V

Internal control bodies

Art. 148

(Composition)

...Omitted...

3. The following cannot be elected statutory auditors and if elected, they fall from office: 

a) those who meet the conditions set forth in Article 2382 of the Italian Civil Code; 

b) the spouse, relatives and like within the fourth degree of kinship of the directors of the company, the directors, spouse, relatives and like

within the fourth degree of kinship of directors of the company's subsidiaries, companies that control the company and those subject to joint

control; 

c) those tied to the company, to the subsidiaries, to the companies that control it or to those subject to joint control, or to the directors of the

company and to the parties listed under letter b) by non-subordinate or subordinate employment, or by other relations financial or professio-

nal in nature that compromise his or her independence.
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Explanatory report drawn up by the Directors pursuant to Art. 125-ter of Italian Legislative Decree no. 58 of 24 February 1998 and
subsequent amendments and supplements.

* * *

Point 3)

Appointment of the Board of Statutory Auditors: 

– appointment of the statutory and alternate auditors; 

– appointment of the Chairman of the Board of Statutory Auditors; 

– determination of the fees of the members of the Board of Statutory Auditors.

Shareholders,

The three-year mandate of the Board of Statutory Auditors the Shareholders' Meeting of 19 April 2010 granted expires with the Shareholders'

Meeting called to approve the financial statements for the year ending 31 December 2012.

The Shareholders' Meeting is therefore called pursuant to the law and regulations in force at this time and to Art. 22 of the Articles of

Association (provided in full at the end of this report) to:

– appoint the statutory and alternate auditors;

– appoint the Chairman of the Board of Statutory Auditors if it is impossible to do so by applying the list vote system;

– determine the fees of the members of the Board of Statutory Auditors.

The statutory and alternate auditors will be appointed by list vote; the candidates are listed by progressive number.

With reference to the requisites the shareholders planning to present lists for the election of the Board of Statutory Auditors must have, and

to those the candidates must have in order to be appointed the office of statutory auditor, attention is called to observance of the provisions

of Consob Regulation 11971 of 14 May 1999 (Articles 144-quinquies et seq) implementing the provisions of Articles 148 and 148-bis of Italian

Legislative Decree 58 of 24 February 1998 (the "Consolidated Finance Act").

Please note that pursuant to the current Code of Conduct of listed companies of Borsa Italiana S.p.A. (the "Code of Conduct") to which the

Company has adhered the statutory auditors must be selected from people who can be qualified as independent, also on the basis of the

criteria set forth in the Code of Conduct with reference to the directors. Therefore, those entitled and that plan to submit the lists are asked

to bear this in mind when selecting candidates to propose.

Shareholders that alone, or together with other shareholders, represent at least 1.5% of the share capital with voting rights at the Ordinary

Shareholders' Meeting (threshold established in the Articles of Association and a percentage lower than that set by Consob Resolution 18452

of 30 January 2013) are entitled to present the lists in accordance with procedures and terms specified in above-mentioned Art. 22 of the

Articles of Association and also referred to in the Shareholders' Meeting notice of call.

The lists of candidates listed by progressive number – endorsed by the shareholders presenting them with their identity and relevant propor-

tion of the ordinary share capital of the Company – must be filed with the registered office of the Company at least twenty-five days before

the date set for the Shareholders' Meeting.

Shareholders can file the lists of candidates by sending them and the relevant supporting documentation to the following certified e-mail ad-

dress: assemblea@pec.prelios.it.

If a single list or only lists connected to each other according to applicable law and regulations are submitted by the above-mentioned dea-

dline, additional lists can be submitted up until the third day following said date; in this case, the threshold of 1.5% previously specified for

submitting lists is reduced to 0.75%. 

Each list must be complete with the documents required by Art. 22 of the Articles of Association and applicable legislation and regulations.

More specifically, each list must be submitted together with the acceptances of candidacy by the individual candidates and the declarations

with which they certify, under their responsibility, that there are no reasons for ineligibility for election or incompatibility, and that they have the

requisites laid down for taking office. 

The declarations must be filed together with a curriculum vitae for each candidate that contains full personal and professional information,

with the administration and control offices held at other companies indicated.

The lists of candidates must be broken down into two distinct sections: one lists the candidates (marked by a progressive number) for the
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office of statutory auditor, and the other lists the candidates (marked by a progressive number) for the office of alternate auditor. The first of

the candidates in each section shall be appointed from those entered in the Register of Statutory Auditors who have carried out auditing ac-

tivities on accounts for a period of not less than three years.

It is also pointed out that the Extraordinary Shareholders' Meeting of 17 April 2012 resolved to amend Articles 12 and 22 of the Articles of

Association regulating the mechanisms for appointing Directors and members of the Board of Statutory Auditors in order to implement the

principles provided for by Italian Law 120 of 12 July 2011 that amended the articles of the Consolidated Finance Act concerning the compo-

sition of boards of directors (Art. 147-ter) and internal control bodies (Art. 148), requiring that at least one-third of the least represented gen-

der is in the company bodies. 

Because of what is set out above, each list bearing no fewer than three candidates for the office of statutory auditor must indicate the can-

didate of the least represented gender in the first section under the second progressive number and also a candidate of the least represen-

ted gender in the first section in the second section.

Every shareholder may present or take part in presenting a single list, and every candidate may appear on a single list, under penalty of ine-

ligibility for election.

Lists presented without abiding by the provisions set out in Art. 22 of the Articles of Association shall be considered not presented.

The company shall make the lists of candidates presented available to the public together with the information required by applicable regu-

lations at its registered office, at Borsa Italiana S.p.A., and published on the website www.prelios.com.

Those shareholders planning to present lists to nominate members of the Board of Statutory Auditors are asked to review the relevant docu-

ments published on the Company's website www.prelios.com and, more specifically, the recommendations given in Consob Communication

DEM/9017893 of 26 February 2009.

In addition to appointing the Board of Statutory Auditors, it is also necessary to resolve allocation of the annual fee of the members of the

Board of Statutory Auditors currently set at the gross amounts of Euro 55.5 thousand a year for the Chairman of the Board of Statutory

Auditors and Euro 37 thousand a year for each of the statutory auditors (an additional gross fee of Euro 15 thousand is presently set for the

member of the Board of Statutory Auditors called upon to sit on the Company's Oversight Committee).

In determining the fee to allocate to the members of the Board of Statutory Auditors, we ask that you also consider the additional duties that

Italian Legislative Decree 39 of 27 January 2010, "Implementation of Directive 2006/43/EC regarding regulatory audits of the annual and con-

solidated accounts, which amends Directives 78/660/EEC and 83/349/EEC and repeals Directive 84/253/EEC", assigns to this body and the

circumstance that the Board of Statutory Auditors may be assigned the functions of Oversight Committee set out in amended Art. 6, para-

graph 4-bis of Italian Legislative Decree 231 of 8 June 2011, "Provisions on administrative liability of legal personalities in accordance with

Article 11 of Italian Law 300 of 29 September 2000".

All that being stated, pursuant to the provisions of the Articles of Association, and the applicable law and regulations on the subject, the Board

of Directors asks you to present lists of candidates for appointing members of the Board of Statutory Auditors and proposals concerning de-

termination of their fees, and to resolve on:

- the appointment of the members of the Board of Statutory Auditors (three Statutory Auditors and two Alternate Auditors) by voting the

lists of candidates submitted, if any;

- the appointment of the Chairman of the Board of Statutory Auditors unless he or she can be appointed following the procedures set out

in the Articles of Association;

- the determination of the fee due to the members of the Board of Statutory Auditors.

*   *   *

Article 22 of the Articles of Association currently in force and application criteria 8.C.1 and 8.C.2 of the Code of Conduct are provided below.

Articles of Association

Board of Statutory Auditors

Art. 22

22.1 The Board of Statutory Auditors is made up of three statutory auditors and two alternate auditors having the requisites required by cur-

rent law and regulations; for this purpose, it will be taken into consideration that subjects and sectors of activity strictly pertaining to those of

the company are those specified in the corporate purpose, with particular reference to companies or entities operating in the financial, indu-

strial, banking, insurance, real estate and general services field.

22.2 The Ordinary Shareholders’ Meeting elects the Board of Statutory Auditors and determines their fees. The minority is entitled to elect

one statutory auditor and one alternate auditor.

22.3 The provisions of paragraph 17 of Article 22 hereof excepted, the Board of Statutory Auditors is appointed in observance of the law and
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regulations on the basis of lists submitted by the shareholders, on which the candidates are listed by progressive number.

22.4 Each list contains a number of candidates no higher than the number of members to be elected.

22.5 A list can be submitted by shareholders who, alone or together with other shareholders, represent at least 1.5 percent of the shares

with voting rights at the Ordinary Shareholders' Meeting or the lower amount required by the regulations issued by Consob for submitting

lists of candidates for appointment to the Board of Directors, with the obligation to demonstrate ownership of the number of shares neces-

sary submitting the lists of statutory auditor candidates within the terms set by law and/or regulations.

22.6 Each shareholder may present or take part in presenting a single list.

22.7 The lists of candidates, signed by the persons submitting them, must be filed at the registered office of the company so they are at the

disposal of whoever requests them; they must be filed at least twenty-five days before the date set for the Shareholders' Meeting called to

resolve on the appointment of the members of the Board of Statutory Auditors, unless extended in those cases provided for by law and/or

regulations.

They are made available to the public at the registered office, on the website and with the other procedures provided for by Consob regula-

tions at least twenty-one days before the date of the Shareholders' Meeting.

However without prejudice to any additional documentation required by the law and/or regulations, the lists must be complete with a curri-

culum vitae containing the personal and professional information of the parties designated, indicating the administration and control offices

held at other companies, and the declarations with which the individual candidates:

– accept their candidacy, and

– certify, under their own responsibility, that there are no cases of ineligibility or incompatibility and that the requirements laid down by the

applicable provisions, including regulatory provisions, and by the Articles of Association for the position are satisfied.

Any changes occurring up to the day on which the General Meeting is actually held must be duly reported to the Company.

22.8 Any lists submitted without observing the foregoing provisions shall be deemed to be not submitted.

22.9 Each candidate may be included in one list only on pain of ineligibility.

22.10 The lists will be divided into two sections: one for candidates for the position of Statutory Auditor and the other for candidates for the

position of Alternate Auditor. The first of the candidates in each section shall be appointed from those entered in the Register of Statutory

Auditors who have carried out statutory auditing activities on accounts for a period of not less than three years. In order to ensure a balance

between genders in conformity with the regulations currently in force, each list bearing a number of candidates for the office of statutory au-

ditor equal to or greater than three must indicate the candidate of the least represented gender in the first section under the second progres-

sive number and also a candidate of the least represented gender in the first section in the second section.

22.11 Any party entitled to vote may vote on one list only.

22.12 The members of the Board of Auditors are elected as follows:

a) two statutory members and one alternate member are appointed from the list obtaining the highest number of votes (so-called majority

list), in the order in which they are listed in the list itself;

b) the remaining regular member and the other alternate member are appointed from the list obtaining the highest number of votes at the

Shareholders’ Meeting after the first (so-called minority list), in the order in which they are listed in the list itself; if several lists obtain the same

number of votes, a further ballot is held among such lists by all shareholders entitled to vote present at the Shareholders’ Meeting, the can-

didates on the list obtaining the simple majority of votes being elected.

22.13 The Board of Statutory Auditors is chaired by the statutory member indicated as first candidate on the minority list.

22.14 In the case of an auditor's death, renouncement or falling from office, the alternate auditor belonging to the same list as the one who

has left following the progressive order succeeds him or her, in any case ensuring that the balance between genders required by the law

and/or regulations currently in force is observed. However, should the chairman of the Board of Statutory Auditors be replaced, the candida-

te listed on the list to which the chairman who has left belonged takes the chair, following the order of the list. If it is impossible to make the

replacements following the criteria above, a Shareholders' Meeting will be called to complete the Board of Statutory Auditors and it will re-

solve with relative majority.

22.15 When, pursuant to the foregoing paragraph or the law the Shareholders’ Meeting has to appoint the Statutory Auditors and/or Alternate

Auditors necessary to complete the Board of Auditors, it acts as follows: if statutory auditors on the majority list have to be replaced, the ap-

pointment is by relative majority vote without list limitation, in any case without prejudice to observing the balance between genders provided

for by the law and/or regulations currently in force. If, on the other hand, it is necessary to replace the statutory auditors on the minority list,

the Shareholders' Meeting replaces them with relative majority, if possible selecting them from the candidates indicated on the list to which

the auditor to be replaced belonged and however in observance of the principle of necessary representation of minorities, whose right to par-

ticipate in the appointment of the Board of Statutory Auditors is ensured by these Articles of Association, in any case without prejudice to ob-
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serving the balance between genders provided for by the law and/or regulations currently in force. The principle of necessary representation

of minorities is considered observed if auditors who were previously on the minority list or on lists other than the list that received the highest

number of votes at the time the Board of Statutory Auditors was appointed are appointed.

22.16 If only one list has been submitted, the Shareholders’ Meeting votes thereon; if the list obtains a relative majority, the candidates indi-

cated in the respective section of the list are elected Regular Auditors and Alternate Auditors; the Board of Auditors is chaired by the person

indicated first in the aforesaid list.

22.17 For appointing auditors for any reason not appointed pursuant to the procedure described herein, the Shareholders' Meeting resolves

with the legal majorities, without prejudice in any case to observing the balance between genders laid down by law and/or regulations cur-

rently in effect.

22.18 The outgoing auditors can be re-elected.

22.19 Should the Chairman or whoever else is in his or her stead ascertains the need for it, the Board of Statutory Auditors meetings may

be attended using telecommunication media that permit taking part in discussions and equal information given to all attendees.

* 

Code of Conduct

Auditors

Application criteria 8.C.1 and 8.C.2

8.C.1. The auditors are selected from people who qualify as independent, also on the basis of the criteria set forth herein with reference to

the directors. The Board verifies observance of said criteria following appointment and afterwards once a year, and presents the result of said

verification in its report on corporate governance with methods compliant with those required for the directors.

8.C.2. The auditors accept their office when they believe they are able to devote the time necessary for diligently performing their duties.
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Report prepared by the Directors pursuant to Art. 123-ter of Legislative Decree no. 58 of February 24, 1998 as subsequently amen-
ded and supplemented.

* * *

Point 4)

Remuneration Report: Consultation on the Remuneration Policy. 

Dear Shareholders,

Italian Legislative Decree no. 58 of February 24, 1998 (the “Consolidated Finance Act” or “CFA”) requires the publication by listed compa-

nies, at least 21 days prior to the annual ordinary shareholders’ meeting, of a “Remuneration Report”, approved by the Board of Directors

and consisting of two sections, presenting:

a) the Company’s Policy for the remuneration of the members of the administrative bodies, general managers and key managers, in addi-

tion to the procedures used to adopt and implement said policy (the “Policy”); 

b) the Statement of remuneration of the members of the administrative and auditing bodies, general managers and key managers for the fi-

nancial year of reference, providing a suitable representation of each of the items that make up the remuneration, by showing their con-

sistency with the Policy approved in the previous financial year and providing a detailed breakdown of the fees paid for any reason and

in any form by the Company and by its subsidiaries or associates.

The Remuneration Policy is also prepared in compliance with the recommendations set forth in the self-regulatory Code of Conduct for the

listed companies of Borsa Italiana S.p.A. (the “Code of Conduct”) – which the Company has adopted in full – which generally provides rules

on the remuneration of directors and key managers. 

Lastly, the Remuneration Policy is adopted pursuant to Art. 14 of the “Related Party Transaction Procedure” (the “RPT Procedure”) appro-

ved by the Company on November 3, 2010 (published on the Company’s website www.prelios.com, in the corporate governance section),

which allows exemption from enforcement of the RPT Procedure provided that:

– the Company “...has adopted a remuneration policy, including policies relating to agreements for the mutual termination of the contract...”;

– in its definition “...a committee has been involved, comprising exclusively non-executive directors, the majority of whom are indepen-

dent...”;

– “...a report has been submitted for the approval and consultancy of the shareholders’ meeting presenting the remuneration policy..”;

– “...the assigned remuneration is consistent with said policy”.

Therefore, in compliance with the laws and regulations currently in force, the Board of Directors hereby submits for your consultation the

Company’s Policy on the remuneration of directors, general managers and key managers, the qualifying elements of which are highlighted in

the attached Remuneration Report drawn up in accordance with Article 123-ter of the Consolidated Finance Act.

The Remuneration Report is also available from the Company’s website www.prelios.com under the corporate governance section.

* * *

If you are in agreement with our proposal, we therefore invite you to approve the following

RESOLUTION

“The Ordinary Shareholders’ Meeting:

• having acknowledged the Remuneration Report and, in particular, the Company’s policy for the remuneration of directors, general mana-

gers and key managers;

• having considered the provisions pursuant to Art. 123-ter of Italian Legislative Decree no. 58 of February 24, 1998 as subsequently amen-

ded and supplemented and Art. 84-quater of the Consob Issuers’ Regulation no. 11971 of May 14, 1999 as subsequently amended and

supplemented;

RESOLVED

in favour of the Company’s Policy on the remuneration of directors, general managers and key managers and on the procedures used to

adopt and implement said Policy.”
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GLOSSARY

Shareholders’ Meeting: the Ordinary Meeting of the shareholders of Prelios S.p.A.

Code of Conduct: the Code of Conduct for listed companies drawn up by Borsa Italiana S.p.A. (latest edition of Decem-

ber 2011). 

Board of Statutory Auditors: the Board of Statutory Auditors of Prelios S.p.A.

Board of Directors: the Board of Directors of Prelios S.p.A.

General Managers: Parties appointed as such by the Board of Directors in relation to the organisational structure of the

Company and the Group.

Managers: Group employees classed as managers, in accordance with the Italian National Collective Employ-

ment Agreement in force (Managers of companies producing goods and services).

Key Managers: Managers, identified by the Company’s Board of Directors, with the power or responsibility for plan-

ning and controlling the Company’s business or the power to make decisions that may affect its evo-

lution or future prospects. 

EBIT (o PBIT): Earnings Before Interest and Taxes, a measure of a firm’s profit that excludes tax expenses and finan-

cial expenses. It represents the operating income deriving from the Company’s core business before

deducting financial expenses and tax.

Executives: Employees of the Prelios Group meeting specific requirements, considering the office held within the

organisational structure in terms of independence, hierarchical level, decision-making authority and

contribution toward achieving corporate objectives.

Group or Prelios Group: all companies included under the scope of consolidation of Prelios S.p.A.

Management: all General Managers, Key Managers, Top Managers, Senior Managers and Executives.

MBO: the variable component in remuneration which can be obtained by meeting predetermined company

objectives.

NFP: Net Financial Position, providing the measure of net financial debt, i.e. the amount of financial debt

contracted by the company from which available funds are deducted. 

Policy: he Remuneration Policy adopted by the Company to apply the provisions of the Consolidated Fi-

nance Act, the Consob Issuers’ Regulation and the Code of Conduct adopted in full by the Company.

LTI Plan: the multi-year variable component of remuneration (Long Term Incentive) related to the achievement

of the objectives set out in the Company’s Strategic Plan.

Prelios: Prelios S.p.A.

RPT Procedure: the procedure adopted by the Company on related party transactions and drawn up in accordance

with Article 2391-bis of the Italian Civil Code and the Regulations on transactions with related parties

adopted by Consob Resolution no. 17221 of March 12, 2010, later amended by Resolution no.

17389 of June 23, 2010, taking into account the instructions and explanations provided by Consob

with Notice no. DEM/10078683 of September 24, 2010.

GAR: Gross Annual Remuneration, i.e. the fixed annual part of the remuneration for those employed by

one of the Group companies.

Issuers’ Regulation: the Regulations concerning the provisions on issuers, adopted by Consob with Resolution no. 11971

of May 14, 1999 as subsequently amended and supplemented.

Report: the Remuneration Report which listed companies are required to prepare pursuant to the CFA and

the Issuers’ Regulation. 

Company: Prelios S.p.A.

CFA/Consolidated Finance Act: Italian Legislative Decree no. 58 of February 24, 1998 as subsequently amended and supplemented.
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Introduction and reference regulatory framework

Matters pertaining to remuneration have become increasingly important in discussions on the definition of an effective corporate governance

structure and have consequently been the subject of increasing regulatory and legislative attention, both at a national and international level.

In this context, Italian Legislative Decree no. 259 of December 30, 2010 amended the Consolidated Finance Act by introducing Art. 123-ter,

which requires listed companies to publish, at least 21 days prior to the annual ordinary shareholders’ meeting, a “Remuneration Report”, ap-

proved by the Board of Directors and consisting of two sections, presenting:

a) the Company’s policy for the remuneration of the members of the administrative bodies, general managers and key managers, in addi-

tion to the procedures used to adopt and implement said policy; 

b) the Statement of remuneration of the members of the administrative and auditing bodies, general managers and key managers for the fi-

nancial year of reference, providing a suitable representation of each of the items that make up the remuneration, by showing their con-

sistency with the Policy approved in the previous financial year and providing a detailed breakdown of the fees paid for any reason and

in any form by the Company and by its subsidiaries or associates.

The provisions of Art. 123-ter of the Consolidated Finance Act came into force following the issue of the relevant implementing regulatory pro-

visions by Consob with resolution no. 18049 of December 23, 2011, which – amongst other aspects – introduced Art. 84-quater

(Remuneration Report) of the Issuers’ Regulation. 

The Policy is also prepared in compliance with the recommendations set forth in the Code of Conduct – adopted by the Company – which,

generally, sets out self-regulatory rules on the remuneration of directors and key managers. 

Lastly, the Policy is adopted in accordance with Art. 14 of the RPT Procedure approved by the Company on November 3, 2010, which al-

lows exemption from the RPT Procedure, provided that:

• the Company “...has adopted a remuneration policy, including policies relating to agreements for the mutual termination of the contract...”;

• in its definition “...a committee has been involved, comprising exclusively non-executive directors, the majority of whom are indepen-

dent...”;

• “...a report has been submitted for the approval and consultancy of the shareholders’ meeting presenting the remuneration policy...”;

• “...the assigned remuneration is consistent with said policy”.

* * *

SECTION I – Policy for the remuneration of members of the administrative bodies, general managers and key managers.

1. Principles and objectives

This Policy, as an integral part of the governance system adopted by the Group, establishes principles and guidelines with which the Group

complies in order to define remuneration systems (including the variable incentive component) and to supervise and verify their enforcement,

with specific reference to directors vested with specific powers or otherwise entrusted with special duties and to key managers. 

An essential basis of the Policy is the identification of remuneration systems that are consistent with medium/long-term strategies and objec-

tives, that have their variable component tied to company results and that are suitably designed to prevent the incentive mechanisms from

promoting ill-advised behaviours, with a general orientation towards concreteness and flexibility, considering the specific and current market

environment.

The Company defines and enforces a Remuneration Policy that is guided by the following principles and objectives:

• to attract, retain and motivate resources with the professional skills necessary for the attainment of the Group’s objectives, in particular

for key roles and positions, applying a logic of external competitiveness that takes into account market practices defined through speci-

fic benchmarks established by firms specialised in executive compensation;

• to assure that remuneration systems are consistent with Group strategies and the alignment of the Management’s interests with those of

the shareholders, with a view to ensuring prudent management and sustainable costs and results in the medium/long-term;

• to promote recognition of the contribution made and responsibilities assigned to each, in a context of fair internal and external remune-

ration;

• to value individual performance, also creating a strong tie between remuneration, overall company performance and correct control of

company risks.

In consideration of the current stage in the Company’s evolution and of the necessary consolidation of the 2013-2016 Strategic Plan, appro-

ved by the Company according to the objectives identified therein and aimed at sustaining the Group’s business model, with respect to the
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Policy defined and approved last year, some changes were made; they are described in the remainder of this Report and they specifically per-

tain to: (i) the Remuneration of directors vested with specific powers (Paragraph 6) and key managers (Paragraph 7); (ii) Annual Variable

Component (Paragraph 8); (iii) Multi-annual Variable Component (Paragraph 9).

2. Governance of remuneration

2.1 The role of the shareholders’ meeting

The shareholders’ meeting shall:

• set the fixed compensation of the Board of Directors for each individual financial year, at the time of appointment and throughout the term

of office; this amount shall be divided up between the individual members in accordance with the resolutions of the Board of Directors it-

self;

• approve any compensation plans based on financial instruments, proposed in favour of Group directors and employees, and assess the

Remuneration Policy adopted by the Company.

2.2 Role of the Board of Directors

The Board of Directors shall:

• allocate amongst its members the fixed compensation set by the Shareholders’ Meeting for the Board of Directors as a whole;

• annually approve the Remuneration Policy and, if applicable, the compensation plans based on financial instruments, to be submitted to

the Shareholders’ Meeting;

• set the remuneration due to directors vested with special duties and to directors vested with specific authority, with the advice of the

Board of Auditors.

2.3 Role of the Remuneration Committee

The Remuneration Committee serves an advisory and investigative function and, specifically, it shall:

• periodically evaluate the suitability, the overall consistency and concrete enforcement of the Remuneration Policy, making proposals in

this regard;

• submit proposals to the Board of Directors for the remuneration of directors vested with special duties, executive directors, general ma-

nagers and key managers;

• monitor the implementation of decisions made on remuneration, with specific reference to the achievement of performance objectives.

OIn addition to the above functions, the Board of Directors has also assigned the Remuneration Committee the duties of the Committee for

Related Party Transactions, limited to decisions concerning the remuneration of directors vested with special duties and key managers.

The members of the Remuneration Committee, appointed by the Board of Directors in the meeting held on April 21, 2011, are all indepen-

dent directors (recognised as such by the Company in accordance with Art. 147-ter of Italian Legislative Decree no. 58 of February 24, 1998

and the principles and criteria of application of the Code of Conduct). 

As of the date of this report, the members of the Remuneration Committee are: 

– Giovanni Jody Vender – Chairman

– Carlo Emilio Croce

– Giorgio Valerio.

Directors Giovanni Jody Vender and Giorgio Valerio meet the requirements of suitable experience and knowledge of financial and remunera-

tion matters, in accordance with the Code of Conduct. Director Carlo Emilio Croce has also accumulated suitable experience on remunera-

tion matters, since he is currently serving his second term in this specific role.

The Committee meets each time its Chairman deems it appropriate or when requested by at least one member, by the Chairman of the Board

of Directors or, if appointed, by the Chief Executive Officer and, in any case, at least as frequently as is required to assure the correct perfor-

mance of its duties. 

Available documentation and information (and in any case all as may be necessary) is sent to all members of the Committee sufficiently ahead

of time to allow them to express an opinion at the meeting.

For Committee meetings to be valid, the majority of the members in office must be in attendance and decisions shall be taken by the abso-

lute majority of the members in attendance. Committee meetings may also be held by telecommunication means; minutes shall be duly taken

and filed in a dedicated minutes book.
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The Committee – which in the performance its duties may make use of outside advisors – has sufficient financial resources to perform its

tasks, with full spending authority.

The Committee has the right to access information and company divisions as may be relevant for the performance of its duties.

3. Policy definition and approval 

In defining the Policy, the Company’s Board of Directors and the Remuneration Committee play a key role in terms of guidance, debate and

evaluation, with the support of the relevant company departments.

More specifically, the Remuneration Committee shall submit the Policy to the Board of Directors for approval on a yearly basis. 

After reviewing and approving the Policy, the Board of Directors shall put it to the advisory vote of the Shareholders’ Meeting.

The Remuneration Committee is responsible for ensuring that the definition of the Policy is based on a thorough examination of the applica-

ble market benchmarks, in view of the specific and unique characteristics of the Group, and for overseeing the effective enforcement of the

Policy. 

Any deviations from to the criteria defined in the Policy, with reference to directors vested with special duties and key managers, shall requi-

re the approval of the Board of Directors, after the review of the Remuneration Committee.

In preparing this Policy, no independent experts were involved and no remuneration policies of other companies were used, although gene-

ral reference was made to known market practices. 

4. Policy contents: remuneration criteria and major components

The purpose of the Policy is to establish the remuneration criteria and major components for the definition of the remuneration structure:

– of Directors;

– of Key Managers (including General Managers).

The same criteria shall be applied, with any appropriate adjustments, for the definition of the remuneration of the Group’s Managers and

Executives.

4.1 Remuneration criteria

The criteria used to define the remuneration of directors and key managers are:

• market remuneration levels and practices and internal remuneration levels, in order to provide consistent and fair remuneration both ex-

ternally and internally;

• company performance, in order to assure the alignment of sustainable remuneration and sustainable performance;

• personal contribution and individual performance in the achievement of the objectives assigned and in the performance of individual du-

ties.

4.2 Major components

The main remuneration instruments used by the Group are: fixed component, short-term incentives, long-term incentives and benefits, with

an approach to total remuneration that assures a balanced remuneration of fixed and variable components. In particular:

• Fixed Component:

– It remunerates the position, responsibilities and connected skills, and therefore it is related to an individual’s role and his/her fulfilment

of its requirements;

– it is defined in accordance with the criteria and methods mentioned above.

• Annual Variable Component (so called Management By Objectives – MBO):

– It rewards performance, tying recognition of the bonus to the achievement of the predefined objectives;

– It is paid out once a year, in cash, and it is related to fixed compensation (i.e., it is calculated as a percentage of the gross annual

compensation/salary), with a cap;
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– It is tied to the Group’s economic-financial targets and may contain specific department/individual targets.

• Multi-annual Variable Component (so called Long-Term Incentive - LTI):

– As for the management by objectives bonus, it rewards performance, but with a medium/long term reference time frame;

– It is connected with the Group’s economic-financial targets; 

– It steers the approach to remuneration tied to performance that is sustainable over time and to the creation of shareholder value;

– Its payment is deferred, mainly at the end of the vesting period, in cash, and it is related to fixed compensation (i.e., it is calculated

as a percentage of the gross annual compensation/salary), with a cap; 

– It pays out more than the target amount only if the results achieved are significantly better than the target. 

• Benefits:

These complete the overall remuneration, aligning internal fairness with external competitiveness; the main benefits offered are:

– Company car;

– Company health insurance policy, in line with the provisions of the Italian National Collective Employment Agreement in force

(Managers of companies producing goods and services);

– Company pension plan, in line with the provisions of the Italian National Collective Employment Agreement in force (Managers of com-

panies producing goods and services).

The Board of Directors may also establish, on approval by the shareholders’ meeting in accordance with the law, the adoption of incentive

schemes entailing the assignment of financial instruments or options on financial instruments or otherwise based on financial instruments, di-

sclosed in accordance with transparency obligations established by applicable legislation. Currently, no such schemes have been adopted

and implemented.

Use of variable remuneration components – which is the rule when a proper balance between fixed and variable remuneration components

is sought – may require exceptions, suitably justified by the Board of Directors on the basis of the proposals of the Remuneration Committee,

in consideration of well-defined, specific and exceptional situation that make it impossible or inappropriate to employ one or more of the afo-

rementioned variable incentive instruments. 

In particular, with regard to short and long term variable incentive systems, taking into account the reference environment and the current spe-

cific stage in the Group’s evolution, the Company intends to avail itself of appropriate schemes, aimed at supporting the new business model

once the new Strategic Plan approved by the Company is consolidated and consistently with the objectives it defines.

5. Directors’ remuneration 

As explained above, the members of the Board of Directors are: 

• directors entrusted with special duties, who may be vested with specific managerial powers (executive directors);

• directors without specific assigned duties.

At December 31, 2012 (1), they are:

• directors vested with special duties, the Chairman of the Board of Directors Marco Tronchetti Provera, the Deputy Chairman Enrico

Parazzini and the Chief Executive Officer Sergio Iasi. The Deputy Chairman and the Chief Executive Officer, in particular, are executive di-

rectors. The Chairman has not been vested with any specific powers and is classed as a non-executive director;
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(1) The shareholders' meeting of April 21, 2011, appointed the Board of Directors, setting the number of its members to 15 and setting their term of office until the date

of approval of the financial statements for the year ending December 31, 2013. On April 17, 2012, the Shareholders’ Meeting resolved to reduce the number of direc-

tors from 15 to 14, without replacing Mr. Giulio Malfatto who had resigned as Director and Deputy Chairman of the Company on November 11, 2011. On December

3, 2012, Mr. Enrico Parazzini, formerly Managing Director Finance, was appointed Deputy Chairman of the Board of Directors, and Mr. Sergio Iasi was appointed Chief

Executive Officer. On December 18, 2012, the Shareholders’ Meeting – following the resignation of Mr. Davide Malacalza from the office of Director, tendered on October

11, 2012, and of Mr. Paolo Massimiliano Bottelli from the office of Director, Chief Executive Officer and General Manager, tendered on November 13, 2012 - resolved

to reduce the number of directors from 14 to 13 and confirmed the appointment of Mr. Sergio Iasi as Company Director, which was resolved by the Board of Directors

on November 13, 2012, in accordance with Article 2386 of the Italian Civil Code. At the end of the Shareholders’ Meeting, the Board of Directors appointed Mr. Sergio

Iasi as Chief Executive Officer, confirming the powers already vested in him on December 3, 2012. 
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• directors not vested with special duties, Directors Giuseppe Angiolini, Marina Brogi, Carlo Emilio Croce, Giovanni Fiori, Jacopo Franzan,

Valter Lazzari, Amedeo Nodari, Dario Trevisan, Giorgio Valerio and Giovanni Jody Vender.

The Shareholders’ Meeting held on April 21, 2011, when appointing the Board of Directors that had expired with the approval of the financial

statements as of December 31, 2010, had defined compensation pursuant to Art. 2389, paragraph 1 of the Italian Civil Code in the form of

total remuneration for directors, assigning the Board of Directors the task of defining its allocation.

More specifically, the shareholders’ meeting had resolved total annual gross compensation of € 650,000; following examination and evalua-

tion by the Remuneration Committee, the Board of Directors then allocated said remuneration as follows:

– 30,000 euro per annum for each of the members of the Board of Directors;

– 20,000 euro per annum for each of the independent directors who are members of the Internal Control and Corporate Governance

Committee (2);

– 15,000 euro per annum for each of the independent directors who are members of the Remuneration Committee;

– 15,000 euro per annum for each of the independent directors who are members of the Risk Committee (3).

In line with best practices, no variable component of compensation is provided for directors not vested with special duties.

For independent directors, no form of additional remuneration is provided over and above the fixed amount resolved by the Shareholders’

Meeting, as allocated by the Board of Directors, without prejudice to the recognition of the specific fixed compensation assigned for partici-

pation in any board committees.

Annual compensation of 15,000 euro was then assigned to the Director who is a member of the Supervisory Board pursuant to Italian

Legislative Decree no. 231/2001.

Directors shall also be entitled to the reimbursement of costs incurred for reasons connected with their office.

In line with best market practices, an insurance policy is also provided for D&O (Directors & Officers) Liability to cover the third party civil lia-

bility of the corporate bodies, also extended to key managers and, in general, to Managers and Executives in the performance of their du-

ties. 

The purpose of the insurance coverage is to protect the Group from expenses deriving from any indemnification connected with third party

claims and is in line with the provisions of the Italian national collective employment contract in force (Managers of companies producing

goods and services) and with agency rules, excluding cases of negligence or wilful misconduct.

6. Remuneration of directors vested with special duties

At the time of appointment or during the next meeting, the Remuneration Committee shall submit to the Board of Directors a proposed re-

muneration structure for directors vested with special duties.

The remuneration of directors vested with special duties may consist of the following components:

• a Fixed Component (gross fixed annual fee);

• an Annual Variable Component (annual variable incentive, the so-called MBO);

• a Multi-annual Variable Component (multi-annual variable incentive, the so-called LTI);

• Company benefits generally provided for Managers, in accordance with the policies adopted.

In determining the remuneration of its individual members, the Board of Directors takes into account whether the director entrusted with spe-

cial duties has also been given specific management powers (executive directors). 

In general, the total remuneration provides for a balance between fixed and variable elements, which take into consideration the Company's

strategic objectives and risk profile, with respect to the industry in which Prelios operates and with the features of the business carried on. 

As a general rule, it is the Group’s policy to set the fixed component of remuneration not to exceed 50% of total target remuneration.

If directors entrusted with special duties are not vested with specific powers, their remuneration will not include a variable component, but

only a fixed component.

(2) Now called Internal Control, Risk and Corporate Governance Committee.

(3) On August 28, 2012, the Board of Directors redefined the activities and duties of the “Internal Control and Corporate Governance Committee” (now called “Internal

Control, Risk and Corporate Governance Committee”) assigning it the functions formerly performed by the Risk Committee, which, consequently, was superseded.
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For directors vested with special duties, the Board of Directors may also establish, as provided by law and/or by the Italian National Collective

Employment Contract in force (Industrial Managers):

– accident insurance for any injuries suffered in the performance of their duties and non-occupational injuries with premiums paid by the

Company; the premium shall be charged to the Company for social security contributions and tax purposes;

– a self-insurance policy for permanent disability and death due to illness.

A Directors’ Severance Indemnity (TFM), in accordance with Article 17, paragraph 1, letter c) of the Italian Income Tax Code, is no longer as-

signed.

No discretionary bonuses may be awarded to directors vested with special duties. However, they may be recognised bonuses connected

with specific operations of an extraordinary nature in terms of recurrence, strategic relevance and effects on the performance of the Company

and/or of the Group.

It is the Group’s policy not to establish any additional compensation for Company directors vested with special duties, who are members of

the boards of directors of subsidiaries and associates. If the competent bodies of said companies should resolve to assign emoluments, they

shall be paid directly to Prelios. Any exceptions must be examined in advance by the Remuneration Committee and approved by the Board

of Directors.

In analysing the positioning, the composition and, more in general, the competitiveness of the remuneration of directors vested with special

duties, the Company may use the methodological support of major companies specialised in executive compensation, which shall consider,

in assessing the role played in relation to the responsibilities assigned, the complexity of the organisational context in which they operate and

the impact on the Company’s results.

7. Key managers

The Board of Directors has considered the following persons as key managers:

– Paolo Massimiliano Bottelli (as General Manager), until the date of his resignation, tendered on November 13, 2012;

– Riccardo Taranto (as Chief Financial Officer and Manager Responsible for Corporate Financial Reporting).

At least once a year, the Board of Directors, with the assistance of the Internal Control, Risk and Corporate Governance Committee, checks

whether other "key managers" meet the requirements to be classified as such and whether such requirements continue to be met by those

already classified as such, within the Company and/or the Group. In general, those appointed to the position of General Manager are always

considered key managers.

Generally speaking, the remuneration of key managers consists of the following components:

• a Fixed Component (gross annual fixed remuneration, the GAR);

• an Annual Variable Component (annual variable incentive, the so-called MBO);

• a Multi-annual Variable Component (multi-annual variable incentive, the so-called LTI);

• Company benefits, in accordance with the policies adopted.

In general, as for directors vested with special duties, also for key managers total remuneration involves a balance between fixed and varia-

ble elements, which take into consideration the Company's strategic objectives and risk profile, with respect to the industry in which Prelios

operates and with the features of the business carried on. 

As a general rule, it is the Group’s policy to set the fixed component of remuneration not to exceed 50% of total target remuneration.

No discretionary bonuses may be awarded to key managers. However, they may be recognised bonuses connected with specific operations

of an extraordinary nature in terms of recurrence, strategic relevance and effects on the performance of the Company and/or of the Group.

Additionally, as part of the process for the recruitment of new resources and with the aim of attracting specific professionals with critical know-

how, an entry bonus may be recognised.

It is the Group’s policy not to establish any additional compensation for Company key managers who are members of the boards of direc-

tors of subsidiaries and associates. If the competent bodies of said companies should resolve to assign emoluments, they shall be paid di-

rectly to Prelios. Any exceptions must be examined in advance by the Remuneration Committee and approved by the Board of Directors.

For key managers too, the consistency of the remuneration assigned with the Policy is evaluated also with the benchmark of the reference

market for the individual positions. 
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8. Annual Variable Component (MBO)

The Annual Variable Component (the so called Management By Objectives - MBO), as mentioned, aims to remunerate the annual performan-

ce of the beneficiary, evaluated in relation to the achievement of specific economic-financial objectives and/or objectives with strategic value

for the Group.

MBO objectives for directors vested with special duties to whom specific managerial powers of attorney are assigned and for key managers,

are established by the Board of Directors on the proposal of the Remuneration Committee.

Accrual of the Management By Objectives bonus is correlated to the achievement of economic or financial objectives (e.g. EBIT and NFP)

and it is commensurate to one or more quantitative measures of annual performance connected to the assigned duties and responsibilities.

The MBOs of Managers and Executives are defined by the Chief Executive Officer with the support of the Human Resource and

Administration, Finance and Auditing Departments.

The structure of the MBOs shall be the same for all Group participants, with the exception of the resources of the subsidiaries Prelios SGR

S.p.A. and Prelios Credit Servicing S.p.A. These resources may possibly participate in an MBO plan developed specifically by its competent

corporate bodies, which will consider the specific nature and special supervisory legislation applicable to asset management companies and

to financial intermediaries.

The maximum amount of the incentive that may be disbursed for each position is defined as a percentage of the fixed annual remuneration.

In particular:

• for directors vested with special duties, the bonus may not exceed the fixed annual gross remuneration for one year. The 2/3 limit pre-

scribed by the previous Policy was thus changed to increase the weight of variable remuneration relative to the fixed component;

• for key managers, the bonus may not exceed 60% of fixed annual gross remuneration for one year. The 50% limit prescribed by the pre-

vious Policy was thus changed to increase the weight of variable remuneration relative to the fixed component.

For the Head of Internal Audit, although he is the beneficiary of annual incentives, the above schemes shall not apply, as they correlate the

bonus to economic-financial parameters of the Group. The potential bonuses for this individual shall be defined in accordance with his/her

assigned duties and, therefore, they shall be associated with indicators that are qualitative in nature and specific for the function. 

With respect to the Policy approved the previous year, in consideration of the current stage in the Company’s evolution and of the necessa-

ry consolidation of the 2013-2016 Strategic Plan, approved by the Company according to the objectives identified therein and aimed at su-

staining the Group’s business model, the different performance levels previously defined, to be associated with reference parameters in order

to accrued, upon achieving them, a determined percentage of the total potential bonus, have been superseded. 

For 2012, in view of the particular stage in the Company’s evolution, no variable annual incentive system has been adopted.

9. Multi-annual Variable Component (LTI) 

In consideration of the current specific stage in the Group’s evolution, and in order to support the implementation of the new business model

and with a view to medium-long term value creation, the Group intends to evaluate the adoption of a long-term incentives system. This sy-

stem (LTI Plan) requires the consolidation of the Strategic Plan approved by the Board of Directors.

In general, potential beneficiaries of the new LTI plan, in addition to directors vested with special duties (with the exclusion of the Chairman),

and key managers, are the Managers deemed significant for the achievement of the Group’s objectives.

The structure of the LTI Plan shall be the same for all Group participants, with the exception of the resources of the subsidiaries Prelios SGR

S.p.A. and Prelios Credit Servicing S.p.A. These resources may possibly participate in a LTI plan developed specifically by its competent cor-

porate bodies, which will consider the specific nature and special supervisory legislation applicable to asset management companies and to

financial intermediaries.

With regard to the structure, the maximum bonus that may be awarded for each position is defined as a percentage of the fixed annual re-

muneration. In particular:

• for directors vested with special duties, the bonus shall not exceed 4.5 times the annual gross remuneration for one year;

• for key managers and managers deemed significant for the achievement of the Group’s objectives, the bonus may not exceed 3 times

the annual gross remuneration for one year.

The percentage remuneration actually awarded, up to the above-specified maximum amounts, depends on the extent to which the assigned

economic-financial objectives were achieved. 

A threshold value is also established for each objective; if it is not reached, the right to be awarded the corresponding portion associated with

the objective shall not be accrued. 
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Achievement of the objectives and the consequent payment of the bonus take place at the end of the vesting period; however, at the end of

the first two years of the LTI Plan, the beneficiary may be awarded the early payment of a part of the bonus referred to the “objectives” com-

ponent, provided that the “threshold” results of the previous years are achieved and that the Board of Directors reasonably expects that at

least the threshold of the three-year objectives of the LTI Plan will be attained. Additionally, the cost of the LTI plan shall be “self-financed” by

the achievement of the objectives. 

As the LTI plan is a tool to motivate and retain key resources, in the event of termination of employment, for any reason, during the period of

validity of the LTI Plan, the beneficiary shall cease to participate in the Plan and consequently the final bonus shall not be paid out, whilst he

may retain the share of the bonus that may have been accrued and paid out early. 

For the sake of full disclosure, it should be recalled that in 2011 the Group had already approved the scheme and operating mechanisms of

a medium/long-term incentives system, related to the achieving of objectives set out in the “2011 plan and 2012-2013 Targets” approved by

the Board of Directors on March 4, 2011. However, in view of the changed reference environment, said LTI Plan is superseded.

Therefore – with respect to the Policy approved in the previous year – the following are superseded: (i) reference to the performance of the

indicators set out therein (EBIT of the services platforms, Sales and corporate NFP) and (ii) the mechanisms defined, for each corporate role,

for the determination of the total potential bonuses.
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10. Other stipulations related to remuneration

10.1 Indemnity in the event of resignation, termination or termination of employment

For key managers, in the event of termination of contract for reasons other than just cause, the Group’s policy is to seek – upon the occur-

rence of the event – ways by which to dissolve the contract by mutual agreement. These agreements are stipulated according to the provi-

sions of case law on the matter and in line with the reference benchmarks and applicable best practices.

For directors vested with special duties, entrusted with specific powers and not bound by managerial employment contracts, Group’s policy

is not to pay extraordinary compensation at the end of the appointment. 

To attract or retain specific professionals with critical know-how, the Company may evaluate – also with the aid of appropriate benchmarks –

whether to stipulate with Directors, key managers and, more in general, with Managers, agreements preventively regulating any early termi-

nation of the employment at the initiative of the Company or of the individual (“parachutes”).

Such agreements shall always be reviewed by the Remuneration Committee and, in the case of Directors and Key Managers, also approved

by the Board of Directors. 

10.2 Non-competition and non-solicitation agreements

In order to protect the interests and critical professional skills of the Group, non-competition and non-solicitation agreements may be stipu-

lated with critical Key Managers and Managers, establishing the payment of an amount in relation to the GAR according to the duration and

extent of the restriction deriving from the agreement.

In the event of non-competition agreements, the restriction relates to the product category in which the Group operates at the time the agree-

ment is stipulated and the related territorial extension. In specific cases, a list of the name of competitors to which the agreement refers may

be provided.

In the event of non-solicitation agreements, the restriction mainly relates to the time frame.

* * *

Continued table summarising the information required by Schedule no. 7-bis - Section I of Annex 3A to the Issuers’ Regulation and the

Remuneration Report.
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TABLE SUMMARISING THE INFORMATION REQUIRED BY SCHEME NO. 7-BIS - SECTION I OF ANNEX 3A TO THE ISSUERS’ RE-
GULATION AND THE REMUNERATION REPORT

Elements indicated in Schedule 7-bis of Annex 3A to the Issuers’ Regulation References to the paragraphs 
of this Remuneration Report 

a) The bodies or parties involved in preparing and approving the remuneration policy,

specifying the respective roles and the bodies or parties responsible for the correct

implementation of this policy. Paragraphs 2 and 3.

b) Any intervention of a Remuneration Committee or other committee competent on

the matter, describing its members (distinguishing between non-executive and

independent directors), tasks and operating methods. Paragraphs 2.3 and 3.

c) The name of any independent experts who may have been involved

in preparing the remuneration policies. Paragraph 3.

d) The purposes pursued with the remuneration policy, the principles underlying it and

any changes to the remuneration policy with respect to the previous financial year. Paragraphs 1, 6, 7, 8 and 9.

e) The description of policies with respect to fixed and variable components of

remuneration, with specific regards to the indication of their relative weight within

total compensation and distinguishing between short and medium/long-term

variable components. Paragraphs 4, 5, 6, 7, 8 and 9.

f) The policy applied with respect to non-monetary benefits. Paragraphs 4, 6 and 7.

g) With reference to the variable components, a description of the performance

objectives according to which they are awarded, distinguishing between short

and medium/long-term components and information on the connection between

the change in results and the change in remuneration. Paragraphs 8 and 9.

h) The criteria used to evaluate the performance objectives underlying the assignment

of shares, options, other financial instruments or other variable remuneration

components. Paragraphs 8 and 9.

i) Information aimed at highlighting the consistency of the remuneration policy with

the pursuit of the Company’s long-term interests and with the risk management

policy, if formalised. Paragraphs 1 and 4.

j) The terms for the accrual of rights (vesting period), any deferred payment systems,

specifying the deferral periods and the criteria used to determine such periods and,

if applicable, ex post correction mechanisms. Paragraph 9.

k) Information on any clauses for maintaining financial instruments in the portfolio

after their acquisition, specifying retention periods and the criteria used to

determine such periods. N/A

l) The policy pertaining to indemnities in the event of cessation of office or termination

of employment, specifying the circumstances that determine the onset of the

entitlement and any connection between these indemnities and the company’s

performance. Paragraph 10.

m) Information about the presence of any insurance, social security or pension schemes,

other than compulsory ones. Paragraphs 4.2, 5, 6 and 7.

n) Any remuneration policy applied with reference: ((i) to independent directors, (ii)

to participation in committees and (iii) to the assignment of special duties

(Chairman, Deputy Chairman, etc.). Paragraphs 5 and 6.

o) Whether the remuneration policy has been defined using the remuneration policies

of other companies as reference and, if so, the criteria used for the choice

of companies. Paragraph 3.
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SECTION II – Compensation of the members of the administrative and auditing bodies, of general managers and other key mana-
gers.

This section presents (i) the names of the members of the administrative and auditing bodies, the general managers and key managers (4) (as

identified by the Board of Directors) and (ii) separately, in relation to the different categories of beneficiaries:

a) the items comprising overall remuneration, including, where applicable, indemnities in the event of cessation of office or termination of

employment, and their consistency with the Policy approved the previous year;

b) compensation paid in financial year 2012 for any reason and in any way by the Company and by subsidiaries or associates. 

Information is also provided on remuneration received by all parties who served, even for only a fraction of financial year 2012, as members

of the administrative and auditing bodies, as general managers or as key managers.

a) Part One

11 Compensation of the members of the administrative and auditing bodies in office.

11.1 The Board of Directors

With regards to the remuneration of directors, the information already summarised in Paragraph 5 of this Report is provided in detail below.

Members of the Board of Directors can be distinguished between: 

• directors entrusted with special duties, who may be vested with specific managerial powers (executive directors);

• directors not vested with special duties.

At December 31, 2012 (5), they are:

• directors vested with special duties, the Chairman of the Board of Directors Marco Tronchetti Provera, the Deputy Chairman Enrico

Parazzini and the Chief Executive Officer Sergio Iasi. The Deputy Chairman and the Chief Executive Officer, in particular, are executive di-

rectors. The Chairman has not been vested with any specific powers and is classed as a non-executive director;

• directors not vested with special duties, Directors Giuseppe Angiolini, Marina Brogi, Carlo Emilio Croce, Giovanni Fiori, Jacopo Franzan,

Valter Lazzari, Amedeo Nodari, Dario Trevisan, Giorgio Valerio and Giovanni Jody Vender.

The shareholders’ meeting held on April 21, 2011, when appointing the Board of Directors, had defined compensation pursuant to Art. 2389,

paragraph 1 of the Italian Civil Code in the form of total remuneration for directors, assigning the Board of Directors the task of allocating it

among the directors.

More specifically, the shareholders’ meeting had resolved total annual gross compensation of € 650,000; following examination and evalua-

tion by the Remuneration Committee, the Board of Directors then allocated said remuneration as follows:

– 30,000 euro per annum for each of the members of the Board of Directors;

– 20,000 euro per annum for each of the independent directors who are members of the Internal Control and Corporate Governance

Committee (Marina Brogi, Giovanni Fiori, Valter Lazzari, Dario Trevisan);

– 15,000 euro per annum for each of the independent directors comprising the Remuneration Committee (Carlo Emilio Croce, Giorgio

Valerio and Giovanni Jody Vender);

– 15,000 euro per annum for each of the independent directors numbering the Risk Committee (Marina Brogi and Dario Trevisan).

In line with best practices, no variable component of compensation is provided for directors not vested with special duties.
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(4) During 2012, no key manager received higher total compensation than the highest total compensation received by directors, statutory auditors or general managers.

(5) The shareholders' meeting of April 21, 2011, appointed the Board of Directors, setting the number of its members to 15 and setting their term of office until the date

of approval of the financial statements for the year ending December 31, 2013. On April 17, 2012, the Shareholders’ Meeting resolved to reduce the number of direc-

tors from 15 to 14, without replacing Mr. Giulio Malfatto who had resigned as Director and Deputy Chairman of the Company on November 11, 2011. On December

3, 2012, Mr. Enrico Parazzini was appointed Deputy Chairman of the Board of Directors, after resigning from his previously held office of Managing Director Finance,

and Mr. Sergio Iasi was appointed Chief Executive Officer. On December 18, 2012, the Shareholders’ Meeting - following the resignation of Mr. Davide Malacalza from

the office of Director, tendered on October 11, 2012, and of Mr. Paolo Massimiliano Bottelli from the office of Director, Chief Executive Officer and General Manager,

tendered on November 13, 2012 - resolved to reduce the number of directors from 14 to 13 and confirmed the appointment of Mr. Sergio Iasi as Company Director,

which was resolved by the Board of Directors on November 13, 2012, in accordance with Article 2386 of the Italian Civil Code.  At the end of the Shareholders’ Meeting,

the Board of Directors appointed Mr. Sergio Iasi as Chief Executive Officer, confirming the powers already vested in him on December 3, 2012.
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Annual compensation of 15,000 euro was also assigned to the independent director Dario Trevisan, member of the Supervisory Board pur-

suant to Italian Legislative Decree no. 231/2001.

Directors shall also be entitled to the reimbursement of costs incurred for reasons connected with their office.

In line with the best market practices, an insurance policy is also in place for D&O (Directors & Officers) Liability to cover civil liability incurred

with regards to third parties of the corporate bodies, also extended to key managers and, in general to Managers and executives in the per-

formance of their duties. 

The purpose of the insurance coverage is to protect the Group from expenses deriving from any indemnification connected with third party

claims and is in line with the provisions of the Italian national collective employment contract in force (Managers of companies producing

goods and services) and with agency rules, excluding cases of negligence or wilful misconduct.

In view of the above, for financial year 2012, directors not vested with special duties – currently in office – received the following compensa-

tion: 

• Giuseppe Angiolini received gross fixed emoluments of 30,000 euro for the office of Director; 

• Marina Brogi received gross fixed emoluments of 30,000 euro for the office of Director and 20,000 euro as member of the Internal Control

and Corporate Governance Committee and 9,879 euro as member of the Risk Committee (superseded on August 28, 2012);

• Carlo Emilio Croce received gross fixed emoluments of 30,000 euro for the office of Director and 15,000 euro as member of the

Remuneration Committee;

• Giovanni Fiori received gross fixed emoluments of 30,000 euro for the office of Director and 20,000 euro as member of the Internal

Control, Risk and Corporate Governance Committee;

• Jacopo Franzan received gross fixed emoluments of 30,000 euro for the office of Director;

• Valter Lazzari received gross fixed emoluments of 30,000 euro for the office of Director and 20,000 euro as member of the Internal

Control, Risk and Corporate Governance Committee; Mr. Lazzari also serves as Director in the subsidiary Prelios SGR S.p.A., where, for

financial year 2012, he received compensation of 100,000 euro as member of the Board of Directors and 19,219 euro as member of the

Internal Control Committee;

• Davide Malacalza received gross fixed emoluments of 23,387 euro for the office of Director, held until October 11, 2012;

• Amedeo Nodari received gross fixed emoluments of 30,000 euro for the office of Director;

• Dario Trevisan received gross fixed emoluments of 30,000 euro for the office of Director and € 20,000 as member of the Internal Control,

Risk and Corporate Governance Committee, 9,879 euro as member of the Risk Committee (superseded on August 28, 2012) and 15,000

euro as member of the Supervisory Board;

• Giorgio Valerio received gross fixed emoluments of 30,000 euro for the office of Director and 15,000 euro as member of the Remuneration

Committee;

• Giovanni Jody Vender received gross fixed emoluments of 30,000 euro for the office of Director and 15,000 euro as member of the

Remuneration Committee.

The compensation paid, for each of the above individual items, is consistent with the Policy approved the previous year. 

The compensation received by directors vested with special duties currently in office are described in Paragraph 13 herein. 

11.2 The Board of Statutory Auditors in office

When appointing the Board of Statutory Auditors, the Shareholders’ Meeting of April 19, 2010 had defined compensation of 37,000 euro per

annum for each of the standing auditors Messrs. Roberto Bracchetti and Lelio Fornabaio, in addition to compensation of 55,500 euro for the

Chairman of the Board of Statutory Auditors Mr. Enrico Laghi; therefore, said amounts were paid to them with reference to 2012. 

Annual compensation of 15,000 euro was also assigned to Standing Auditor Mr. Lelio Fornabaio, who is a member of Supervisory Board pur-

suant to Italian Legislative Decree no. 231/2001.

The Standing Auditor Mr. Roberto Bracchetti, as member of the Board of Statutory Auditors in subsidiaries and/or associates of Prelios S.p.A.,

received – with reference to financial year 2012 – additional compensation for offices held therein, totalling 19,182 euro.

The Board of Statutory Auditors currently in office shall expire with the Shareholders’ Meeting convened to approve the financial statements

as at and for the year ended December 31, 2012. 
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12. Remuneration of directors vested with special duties and General Managers in office.

On May 4, 2011, the Board of Directors appointed by the Shareholders’ Meeting on April 21, 2011, upon examination and evaluation by the

Remuneration Committee, established the remuneration of directors vested with special duties. 

In 2012, the Board of Directors established, upon examination and evaluation by the Remuneration Committee, the remuneration assigned

to the new Chief Executive Officer Mr. Sergio Iasi: the first time on December 3, 2012 (after his co-optation on November 13, 2012) and again

on December 18, 2012 after confirmation as Director by the Shareholders’ Meeting and as Chief Executive Officer by the Board of Directors.

On December 3, 2012, the Board of Directors confirmed the remuneration components of the Deputy Chairman Mr. Enrico Parazzini, former-

ly the Company’s Managing Director Finance.

12.1 The Chairman of the Board of Directors

In line with the Policy described above, remuneration of the Chairman of the Board of Directors, Mr. Marco Tronchetti Provera (non-executi-

ve director), consists solely of a gross annual fixed component, i.e. : (i) 30,000 euro for the office of Director and (ii) 390,000 euro for the of-

fice of Chairman, without variable components.

For financial year 2012, the Chairman received gross annual fixed emoluments of 420,000 euro, of which 30,000 euro for the office of Director

and 390,000 euro for the office of Chairman.

Moreover, the Chairman of the Board of Directors is entitled to severance indemnity pursuant to Art. 17, paragraph 1, letter c) of the Italian

Income Tax Code, Law no. 917/1986, with similar characteristics as typical employee severance indemnity pursuant to Art. 2120 of the Italian

Civil Code, recognised in accordance with the law to Italian Managers of the Group and inclusive of the contributions to be paid by the em-

ployer to social security funds and institutes as a result of a manager’s employment contract.

There are no specific agreements establishing indemnity in the event of the early termination of the contract, compensation for non-compe-

tition clauses, the retention of non-monetary benefits or the stipulation of consulting agreements for a period subsequent to the termination

of the contract.

The compensation paid, for each of the above individual items, is consistent with the Policy approved the previous year.

12.2 The Deputy Chairman (6)

In continuity with his previous entitlements as Managing Director Finance and consistently with the Policy described above, the salary packa-

ge of the Deputy Chairman Mr. Enrico Parazzini consists of:

– a gross annual fixed component of: (i) euro 30,000 for the office of Director; (ii) 650,000 euro for the office of Deputy Chairman;

– an annual variable component bonus that can be achieved if certain pre-defined company objectives are achieved (MBO);

– benefits.

For financial year 2012, Mr. Enrico Parazzini, first as Managing Director Finance and then as Deputy Chairman, received the following total

compensation: 

– a gross annual fixed component of: (i) 30,000 euro for the office of Director; (ii) 650,000 euro for the office of Managing Director Finance.

With regard to the MBO component, as mentioned previously, no incentive system has been approved for 2012.

It is further disclosed that Mr. Enrico Parazzini is entitled to the following additional benefits:

– Professional and non-professional accident policy – Life insurance policy and policy for permanent disability caused by illness for euro

12,970;

– Company car in accordance with company policies, for a conventional value of 3,889 euro.

There are no specific agreements establishing indemnity in the event of the early termination of the contract, compensation for non-compe-

tition clauses, the retention of non-monetary benefits or the stipulation of consulting agreements for a period subsequent to the termination

of the contract.

The compensation paid, for each of the above individual items, is consistent with the Policy approved the previous year.

(6) On December 3, 2012, Mr. Enrico Parazzini was appointed Deputy Chairman of the Board of Directors, after resigning from his previously held office of Managing

Director Finance.
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12.3 The Chief Executive Officer 

In line with the Policy described above, the salary package of the Chief Executive Officer (7) Mr. Sergio Iasi consists of:

– a gross annual fixed component of: (i) 30,000 euro for the office of Director; (ii) 650,000 euro for the office of Chief Executive Officer;

– an annual variable component that can be achieved if certain pre-defined company objectives are achieved (MBO) and a medium/long

term variable component (LTI), which to date have not yet been defined and implemented;

– benefits

For the financial year 2012, the Chief Executive Officer Mr. Sergio Iasi received: 

– a gross annual pro rata fixed component of: (i) 4,000 euro for the office of Director; (ii) 54,167 euro for the office of Chief Executive Officer.

Moreover, the Chief Executive Officer Mr. Sergio Iasi is entitled to the following additional benefits:

– accident insurance for any injuries suffered in the performance of his duties and non-occupational injuries with premiums paid by the

Company; the premium shall be charged to the Company for social security contributions and tax purposes;

– an insurance policy for permanent disability and death due to illness;

– health care (personal and family) provisions similar to those for Group Managers.

The compensation paid, for each of the above individual items, is consistent with the Policy approved the previous year. 

Additionally, the Chief Executive Officer Mr. Sergio Iasi is entitled to an indemnity for early termination of the office at the Company’s initiative,

with the exception of the cases of termination for just cause regulated by the law, or in case of non-renewal of the appointment upon expi-

ration, including early expiration. In such cases, the Company shall pay to Mr. Sergio Iasi a gross comprehensive indemnity amounting to (i)

one annuity of the fixed and variable annual compensation assigned, up to 4 (four) months from appointment to Chief Executive Officer, and

(ii) two annuities of the fixed and variable annual compensation assigned, after this term. The variable compensation shall be calculated with

reference to the amount received in the previous year as of the date of actual termination.

Additionally, the indemnity would be paid by the Company to Mr. Sergio Iasi even if he tenders his resignation for just cause, a case that would

occur whenever there is (i) a revocation or pejorative, not mutually agreed change to the powers vested for the office; or (ii) the appointment

of another director with vested powers without the express agreement of Mr. Sergio Iasi or (ii) the reduction of the fixed compensation and/or

the failure to define or the reduction of the variable compensation assigned.

There are no specific agreements establishing compensation for non-competition clauses, the retention of non-monetary benefits or the sti-

pulation of consulting agreements for a period subsequent to the termination of the contract.

13. Remuneration of other key managers.

As at December 31, 2012, Mr. Riccardo Taranto (Chief Financial Officer) is a “key manager”, as Manager Responsible for Corporate Financial

Reporting.

In line with the Policy, the salary package of Mr. Riccardo Taranto consists of:

– a gross annual fixed component of 370,000 euro;

– an annual variable component that can be achieved if certain pre-defined company objectives are achieved (MBO);

– a medium/long-term variable component (LTI);

– benefits.

In 2012, the total compensation of Mr. Riccardo Taranto amounted to:

– 370,000 euro by way of gross fixed annual retribution, plus 255 euro for travel in Italy and abroad;

– 90,000 euro by way of minimum guaranteed MBO, which will be paid out by May 2013.

As mentioned above, no variable incentive systems were adopted and implemented for 2012.

Moreover, Mr. Riccardo Taranto is entitled to the following additional benefits:

– Health care (personal and family) as provided for Group Managers, in accordance with the provisions of the National Contract in force;

– Company car in accordance with company policies, for a conventional value of 3,576 euro.

The compensation paid, for each of the above individual items, is consistent with the Policy approved the previous year.

(7) Appointment to the office by the Board of Directors the first time on December 3, 2012 with subsequent confirmation on December 18, 2012.
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14. Remuneration of parties who served as members of the administrative and auditing bodies, general managers or key ma-
nagers for a fraction of 2012. 

14.1 Non-executive Directors 

As mentioned above, the Director Mr. Davide Malacalza resigned from the office on October 11, 2012 and, therefore, taking into account that

he held only this position and was not a member of any Committee, in 2012 he received solely the relevant portion of the gross annual fixed

compensation for the office of Director, i.e. 23,387 euro. 

14.2 The Chief Executive Officer

On November 13, 2012, the Company reached an agreement with Mr. Paolo Massimiliano Bottelli for the early termination of all existing con-

tracts with the Company. Said termination was executed with the resignation from the office of Chief Executive Officer on November 13, 2012

and the mutual termination of the managerial employment contract, as General Manager, effective from December 31, 2012.

Until November 13, 2012, the remuneration of Mr. Paolo Massimiliano Bottelli comprised:

– gross fixed annual retribution for the office of General Manager of 750,000 euro;

– gross annual fixed compensation amounting to: (i) 30,000 euro for the office of Director; (ii) 200,000 euro for the office of Chief Executive

Officer;

– benefits pertaining to: (i) Health care (personal and family) as provided for Group Managers, in accordance with the provisions of the

National Contract in force; (ii) payment of the tuition for his children’s schools from August 1, 2010 for a period of 3 years; (iii) company

car in accordance with company policies;

– payment of an annual variable incentive that can be achieved if certain pre-defined company objectives are achieved (MBO) and of a me-

dium/long term variable incentive (LTI), in accordance with the plans that could have been adopted by the Company, for which however

– as is well known – no MBO incentive system has been approved, while the LTI plan has not been implemented. 

Additionally, for the Chief Executive Officer and General Manager Mr Paolo Massimiliano Bottelli, a gross indemnity of 2,700,000 euro is pro-

vided, in case of termination of managerial employment at the request of the interested party, before approval of the 2013 Financial

Statements, if a change occurs in the company’s controlling shareholders and/or if the company or a part thereof is sold. 

For financial year 2012, Mr. Paolo Massimiliano Bottelli received: 

- a gross annual fixed component of: 199,972 euro, of which 173,889 euro for the office of Chief Executive Officer and 26,083 euro for the

office of Director;

- gross fixed annual retribution as a Company manager, in the capacity of General Manager, of 750,000 euro, in addition to 3,400 euro for

travel in Italy and abroad;

- Payment of his children’s school tuition for a pro-rata yearly period, amounting to 38,960 euro;

- Company car in accordance with company policies, for a conventional value of 3,866 euro;

- A gross amount of 100,000 euro by way of general settlement for the termination of all contracts with the Company;

- a gross incentive for voluntary termination of 1,915,000 euro, whose quantity and contractual form are fully in accordance with current

laws and regulations and with consolidated practice in similar cases, as attested by a specific opinion obtained by the Company;

- 30,000 euro lump sum contribution to court costs;

- 183,678 euro for holidays accrued and not taken;

- a project related fixed term contract for strategic assistance to Top Management with particular reference to the activity carried out by

the Prelios Group in Germany and in Poland, with a period of validity of 6 months through June 30, 2013 and for gross compensation of

90,000 euro, with related acceptance of a non-competition clause.

The compensation paid, for each of the above individual items, is consistent with the Policy approved the previous year.
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b) PART TWO

TABLE: COMPENSATION OF THE MEMBERS OF THE ADMINISTRATIVE AND AUDITING, BODIES, OF GENERAL MANAGERS AND OTHER KEY MANAGERS.

First name Office Period Expiration Fixed Compens. Variable non equity compensation Non Other Total Fair Indemnity
and surname when office of the term compensation for

Bonuses Profit
monetary compens. value for

was of office committee
and other sharing 

benefits of leaving
held membership

incentives 
equity office

compens. or for 
termination 

of the 
employment  

Marco Chairman from 01.01.12 Approval of financial

Tronchetti to 12.31.12 Statements as at 12.31.13

Provera
Compensation in the Company 420.000 (1) – – – – – 420.000 – –

preparing the financial statements – – – – – – – – –

Compensation from Subsidiaries and Associates

Total 420.000) – – – – – 420.000 – –

Enrico Deputy from 01.01.12 Approval of financial

Parazzini (a) Chairman to 12.31.12 Statements as at 12.31.13

Compensation in the Company 680.000 (2) – – – 16.859 (3) – 696.859 – –

preparing the financial statements – – – – – – – – –

Compensation from Subsidiaries and Associates

Total 680.000 – – – 16.859 – 696.859 – –

Sergio Chief Executive from 13.11.12 Approval of financial

Iasi (b) Officer to 12.31.12 Statements as at 12.31.13

Compensation in the Company 58.167 (4) – – – – – 58.167 – –

preparing the financial statements – – – – – – – – –

Compensation from Subsidiaries and Associates

Total 58.167 – – – – – 58.167 – –

Giuseppe Director from 01.01.12 Approval of financial

Angiolini (independent) to 12.31.12 Statements as at 12.31.13

Compensation in the Company 30.000 (5) – – – – – 30.000 – –

preparing the financial statements – – – – – – – – –

Compensation from Subsidiaries and Associates

Total 30.000 (1) – – – – – 30.000 – –

Marina Director from 01.01.12 Approval of financial

Brogi (c) (independent) to 12.31.12 Statements as at 12.31.13

Compensation in the Company 30.000 (5) 29.879 (6) – – – – 59.879 – –

preparing the financial statements – – – – – – – – –

Compensation from Subsidiaries and Associates

Total 30.000 29.879 (1) – – – – 59.879 – –

Carlo Emilio Director from 01.01.12 Approval of financial

Croce (indepedent) to 12.31.12 Statements as at 12.31.13

Compensation in the Company 30.000 (5) 15.000 (7) – – – – 45.000 – –

preparing the financial statements – – – – – – – – –

Compensation from Subsidiaries and Associates

Total 30.000( 15.000 – – – – 45.000 – –

Giovanni Director from 01.01.12 Approval of financial 

Fiori (independent) to 12.31.12 Statements as at 12.31.13

Compensation in the Company 30.000 (5) 20.000 (8) – – – – 50.000 – –

preparing the financial statements – – – – – – – – –

Total 30.000 20.000 – – – – 50.000 – –

Jacopo Director from 01.01.12 Approval of financial

Franzan to 12.31.12 Statements as at 12.31.13

Compensation in the Company 30.000 (5) – – – – – 30.000 – –

preparing the financial statements – – – – – – – – –

Compensation from Subsidiaries and Associates

Total 30.000( – – – – – 30.000 – –
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First name Office Period Expiration Fixed Compens. Variable non equity compensation Non Other Total Fair Indemnity
and surname when office of the term compensation for

Bonuses Profit
monetary compens. value for

was of office committee
and other sharing 

benefits of leaving
held membership

incentives 
equity office

compens. or for 
termination 

of the  

Valter Director from 01.01.12 Approval of financial
Lazzari (independent) to 12.31.12 Statements as at 12.31.13
Compensation in the Company 30.000 (5) 20.000 (8) – – – – 50.000 – –
preparing the financial statements – – – – – 119.219 (9) 119.219 – –
Compensation from Subsidiaries and Associates

Total 30.000 20.000 – – – 119.219 169.219 – –

Amedeo Director from 01.01.12 Approval of financial
Nodari to 12.31.12 Statements as at 12.31.13
Compensation in the Company 30.000 (5) – – – – – 30.000 – –
preparing the financial statements – – – – – – – – –
Compensation from Subsidiaries and Associates

Total 30.000 – – – – – 30.000 – –

Dario Director from 01.01.12 Approval of financial
Trevisan (c) (independent) to 12.31.12 Statements as at 12.31.13
Compensation in the Company 30.000 (5) 29.879 (6) – – – 15.000 (10) 74.879 – –
preparing the financial statements – – – – – – – – –
Compensation from Subsidiaries and Associates

Total 30.000 29.879 – – – 15.000 74.879 – –

Giorgio Director from 01.01.12 Approval of financial
Valerio (independent) to 12.31.12 bilancio 31.12.13
Compensation in the Company 30.000 (5) 15.000 (7) – – – – 45.000 – –
preparing the financial statements – – – – – – – – –
Compensation from Subsidiaries and Associates

Total 30.000 15.000 – – – – 45.000 – –

Giovanni Director from 01.01.12 Approval of financial
Jody (independent) to 12.31.12 Statements as at 12.31.13
Vender
Compensation in the Company 30.000 (5) 15.000 (7) – – – – 45.000 – –
preparing the financial statements – – – – – – – – –
Compensation from Subsidiaries and Associates

Total 30.000 15.000 – – – – 45.000 – –

Paolo Chief Executive from 01.01.12
Bottelli (d) Officer to 12.31.12
Compensation in the Company 953.372 (11) – – – 42.826 (12) 303.678 (13) 1.299.876 – 2.015.000 (14) 

preparing the financial statements – – – – – – – – –
Compensation from Subsidiaries and Associates

Total 953.372 – – – 42.826 303.678 1.299.876 – 2.015.000 (2) 

Davide Director from 01.01.12
Malacalza (e) to 12.31.12
Compensation in the Company 23.387 (15) – – – – – 23.387 – –
preparing the financial statements – – – – – – – – –
Compensation from Subsidiaries and Associates

Total 23.387 – – – – – 23.387 – –

Riccardo Key from 01.01.12 Approval of financial
Taranto Manager to 12.31.12 Statements as at 12.31.13

Compensation in the Company 370.255 (16) – 90.000 (17) – 3.576 (18) – 463.831 – –
preparing the financial statements – – – – – – – – –
Compensation from Subsidiaries and Associates

Total 370.255 – 90.000 – 3.576 – 463.831 – –

Enrico Chairman of the from 01.01.12 Approval of financial
Laghi Board of to 12.31.12 Statements as at 12.31.13

Statutory Auditors
Compensation in the Company 55.500 (19) – – – – – 55.500 – –
preparing the financial statements – – – – – – – – –

Totaleì 55.500 – – – – – 55.500 – –

ANNUAL FINANCIAL REPORT 2012 | PRELIOS GROUP | PROPOSED RESOLUTION

193-258 (aprire in 6).qxp  3-05-2013  16:35  Pagina 228



First name Office Period Expiration Fixed Compens. Variable non equity compensation Non Other Total Fair Indemnity
and surname when office of the term compensation for

Bonuses Profit
monetary compens. value for

was of office committee
and other sharing 

benefits of leaving
held membership

incentives 
equity office

compens. or for 
termination 

of the  

Roberto Standing from 01.01.12 Approval of financial

Bracchetti Auditor to 12.31.12 Statements as at 12.31.13

Compensation in the Company 37.000 (20) – – – – – 37.000 – –
preparing the financial statements – – – – – 19.182 (21)  19.182 – –
Compensation from Subsidiaries and Associates

Total 37.000 – – – – 19.182 56.182 – –

Lelio Sindaco from 01.01.12 Approval of financial

Fornabaio effettivo to 12.31.12 Statements as at 12.31.13

Compensation in the Company 37.000 (20) – – – – 15.000 (10) 52.000 – –
preparing the financial statements – – – – – – – – –
Compensation from Subsidiaries and Associates

Total 37.000 – – – – 15.000 52.000 – –

(a) Left the office of Managing Director Finance and appointed Deputy Chairman by the Board of Directors on December 3, 2012.

(b) Co-opted as Director by the Board of Directors on November 13, 2013. Appointed Chief Executive Officer by the Directors on December 3, 2012. Confirmed as Director

and Chief Executive Officer, respectively, by the Shareholders’ Meeting and by the Board of Directors on December 18, 2012.

(c) Ceased as a member of the Risk Committee as a result of the dissolution of said Committee on August 28, 2012. On the same date, the Risk Committee was incor-

porated in the internal Control, Risk and Corporate Governance Committee.

(d) Resigned from the office of Chief Executive Officer and General Manager on November 13, 2012.

(e) Resigned from the office of Director on October 11, 2012.

(1) Includes € 390,000 as Chairman and € 30,000 as member of the Board of Directors.

(2) Includes € 650,000 as Deputy Chairman and € 30,000 as Board of Directors.

(3) Includes and insurance policy amounting to € 12,970 and company car with a conventional annual value of € 3,889.

(4) Includes € 54,167 as Chief Executive Officer and € 4,000 as member of the Board of Directors.

(5) Includes € 30,000 as member of the Board of Directors.

(6) Includes € 20,000 as member of the Internal Control, Risk and Corporate Governance Committee and € 9.879 as member of the Risk Committee superseded on

August 28, 2012.

(7) Includes € 15,000 as member of the Remuneration Committee.

(8) Includes € 20,000 as member of the Internal Control, Risk and Corporate Governance Committee.

(9) Includes € 100,000 as Directors and € 19,219 as member of the Internal Control Committee in Prelios Società di Gestione del Risparmio S.p.A..

(10) Includes € 15,000 as member of the Supervisory Board.

(11) Includes € 173,000 as Chief Executive Officer, € 750,000 as General Manager, € 26,083 as member of the Board of Directors and € 3,400 for indemnities for travel

in Italy and abroad.

(12) Includes children’s school tuition amounting to € 38,980 an company car with a conventional annual value of € 3,866.

(13) Includes € 30,000 as lump sum contribution to court costs, consultation contract starting from January 1, 2013 through June 30, 2013 with a total value of € 90,000

and € 183,678 in holidays accrued and not taken.

(14) Include € 2,015,000 as severance indemnity.

(15) Includes € 23,387 as member of the Board of Directors.

(16) Includes € 370,000 as Chief Financial Officer and Manager Resposible for Corporate Financial Reporting and € 255 for indemnities for travel abroad.

(17) Includes € 90,000 for guaranteed MBO.

(18) Includes company car with a conventional annual value of € 3,576.

(19) Includes € 55,500 as Chairman of the Broad of Statutory Auditors.

(20) Includes € 37,000 as Standing Auditor.

(21) Includes € 19,182 as member of the Board of Statutory Auditors of other Prelios Group companies.
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TABLE: COMPENSATION OF THE MEMBERS OF THE ADMINISTRATIVE AND AUDITING BODIES AND OF GENERAL MANAGERS

First name and surname Investee company Number Number Number Number 
of shares of shares of shares of shares

held at held at held at held at
12.31.2011 in 2012 in 2012 12.31.2012 

Marco Tronchetti Provera 

Chairman Prelios S.p.A. 124,612,324 = = 124,612,324

Enrico Parazzini 

Deputy Chairman Prelios S.p.A. = = = =

Sergio Iasi

(Chief Executive Officer) (2) Prelios S.p.A. = = = =

Giuseppe Angiolini Prelios S.p.A. = = = =

Marina Brogi Prelios S.p.A. = = = =

Carlo Croce Prelios S.p.A. 31,438 = = 31,438

Giovanni Fiori Prelios S.p.A. = = = =

Jacopo Franzan Prelios S.p.A. = = = =

Valter Lazzari Prelios S.p.A. 30,000 = = 30,000

Amedeo Nodari Prelios S.p.A. = = = =

Dario Trevisan Prelios S.p.A. = = = =

Giorgio Valerio Prelios S.p.A. = = = =

Giovanni Jody Vender Prelios S.p.A. = = = =

Davide Malacalza (3) Prelios S.p.A. = = = =

Paolo Massimiliano Bottelli (4) Prelios S.p.A.

Chief Executive Officer 363,095 = = 363,095

Enrico Laghi Chairman of the

Board of Statutory Auditors Prelios S.p.A. = = = =

Roberto Bracchetti

Standing Auditor Prelios S.p.A. = = = =

Lelio Fornabaio

Standing Auditor Prelios S.p.A = = = =

Franco Ghiringhelli 

Auditor Prelios S.p.A. = = = =

Paola Giudici Alternate Auditor Prelios S.p.A. = = = =

(1) Of which, 1,251 held directly; 124,500,400 held indirectly through Camfin S.p.A. and 110,673 held indirectly through Cam Partecipazioni S.p.A.

(2) On December 18, 2012, the Shareholders’ Meeting confirmed the appointment of Mr. Sergio Iasi as Director, resolved, pursuant to Article 2386 of the Italian Civil Code,

by the Board of Directors on November 13, 2012. At the end of the Shareholders’ Meeting, the Board of Directors appointed Mr. Sergio Iasi as Chief Executive Officer,

confirming the appointment and the powers already vested in him on December 3, 2012. The number of shares purchased and sold and/or held in 2012 refers to the

period from November 13, 2012.

(3) Mr. Davide Malacalza tendered his resignation as a Director of the Company effective November 11, 2012; therefore, the number of shares purchased and sold in 2012

refers to the period through to October 11, 2012.

(4) Mr. Paolo Massimiliano Bottelli tendered his resignation as a Director of the Company, Chief Executive Officer and General Manager of the Company effective November

13, 2012; therefore, the number of shares purchased and sold in 2012 refers to the period through to November 13, 2012.
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EQUITY INVESTMENTS HELD BY KEY MANAGERS (AGGREGATE FIGURES)

aggregate data investee company Number Number Number Number
of shares of shares of shares of shares

held at purchased in sold in held at
12.31.12 2012 2012 12.31.2012 

n. 1 Key manager Prelios S.p.A. = = = =
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EXTRAORDINARY PART

Report prepared by the Directors pursuant to Art. 125-ter of Italian Legislative Decree no. 58 of February 24, 1998 and Art. 72, par.
1 and Art. 74, par. 1 of the Regulation adopted by CONSOB by means of resolution no. 11971 of May 14, 1999, and subsequent
amendments and additions.

* * *

Point 1)

1. Increase in share capital, pursuant to Art. 2441, paragraphs 1 and 5 of the Italian Civil Code, subject to reduction of the number of ordi-

nary shares through a reverse share split and upon reduction of share capital due to losses in accordance with Art. 2446 of the Italian

Civil Code, and power granted to the Board of Directors to issue convertible bonds as per Art. 2420-ter, par. 2 of the Italian Civil Code,

in particular through the following resolutions:

1.a) reduction, through a reverse share split, of the number of ordinary shares according to a ratio of 1 new ordinary share to every 10

ordinary shares held, subject to cancellation of ordinary shares held by the company to allow the overall balancing of the transac-

tion, without the reduction in share capital. Inherent and consequent resolutions. Conferment of powers;

1.b) reduction of share capital due to losses pursuant to Art. 2446 of the Italian Civil Code. Inherent and consequent resolutions.

Conferment of powers;

1.c) indivisible share capital increase, against payment, reserved to a special purpose vehicle – in which Feidos 11 S.p.A., Pirelli & C.

S.p.A., Intesa Sanpaolo S.p.A. and UniCredit S.p.A. have an interest – and, therefore, with the exclusion of the option right pur-

suant to Art. 2441, par. 5 of the Italian Civil Code, through the issue of 117,597,496 category B shares, convertible to ordinary sha-

res, at a subscription price of 0.5953 per share, for a total amount of 70,005,789.37 euro. Inherent and consequent resolutions.

Conferment of powers;

1.c) divisible share capital increase, against payment, to be offered under option to all company shareholders, pursuant to Art. 2441,

par. 1 of the Italian Civil Code, through the issue of up to 193,195,887 ordinary shares, at an issue price of 0.5953 euro per share,

with regular dividends and identical characteristics to Prelios shares in circulation at the time of their issue, for a total maximum

amount of 115,009,511.53 euro. Inherent and consequent resolutions. Conferment of powers;

1.e) assignment to the Board of Directors, pursuant to Art. 2420-ter, par. 2 of the Italian Civil Code, of the right to issue a maximum of

a nominal 269,000,000.00 euro, in bonds subject to mandatory conversion (mandatory convertible bonds) to ordinary and/or ca-

tegory B shares, with the exclusion of the option right pursuant to Art. 2441, par. 5 of the Italian Civil Code, with the subsequent

divisible increase in share capital, for the exclusive service of the conversion, for a maximum of 297,644,375.01 euro, to be carried

out through the issue of up to 499,990,551 ordinary shares and up to 144,678,117 category B shares; the right is to be exercised

once the share capital increase referred to in items 1.c) and 1.d) of the agenda has been performed and, nonetheless, within a ma-

ximum of one year from the resolution date, with the additional right to establish the rate and duration of the instrument, as well as

all other terms and conditions of the same, as with the share capital increase in service of the conversion, on the basis of agree-

ments that shall be defined with the lenders of the company whose instruments shall be offered, excluding the option right. Inherent

and consequent resolutions. Conferment of powers;

1.f) subsequent amendments to articles 5 and 6 and introduction of a new article 6-bis to the Articles of Association. Inherent and con-

sequent resolutions. Conferment of powers.

* * * * *

Dear Shareholders,

this report (the “Report”) is prepared by the Directors of Prelios S.p.A. pursuant to Art. 125-ter of Italian Legislative Decree no. 58 of February

24, 1998 and Art. 72, par. 1 and Art. 74, par. 1 of the Regulation adopted by CONSOB by means of resolution no. 11971 of May 14, 1999,

and subsequent amendments and additions (the “Issuers’ Regulation”), and in compliance with the provisions of schemes nos. 2, 3 and 5

of Annex 3A of said Issuers’ Regulation.

The Report aims to illustrate the subjects set out in item 1 and the corresponding sub-items on the agenda of the Extraordinary part of the

Shareholders’ Meeting called for May 8, 2013 and, in particular, aims to outline the proposed resolutions – all inter-related and jointly geared

towards reaching the objective of the turnaround and relaunch of the company’s development prospects referred to below, regarding:

1. Reduction, through a reverse share split, of the number of ordinary shares according to a ratio of 1 new ordinary share to every 10 ordi-

nary shares held, subject to the prior cancellation of ordinary shares held by the company to allow the overall balancing of the transac-

tion, without the reduction in share capital. 

2. Reduction of share capital due to losses pursuant to Art. 2446 of the Italian Civil Code.

3. Indivisible share capital increase, against payment, reserved to a special purpose vehicle – in which Feidos 11 S.p.A., Pirelli & C. S.p.A.,
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Intesa Sanpaolo S.p.A. and UniCredit S.p.A. (“NewCo”) have a direct and/or indirect interest – and, therefore, with the exclusion of the

option right pursuant to Art. 2441, par. 5 of the Italian Civil Code, as amended by Italian Legislative Decree no. 184 of October 11, 2012,

through the issue of 117,597,496 category B shares, convertible to ordinary shares (according to a ratio of one ordinary share per cate-

gory B share), at a subscription price of 0.5953 per share, for a total amount of 70,005,789.37 (“Reserved Increase”), to be subscribed

in cash. 

4. Divisible share capital increase, against payment, to be offered under option to all company shareholders, pursuant to Art. 2441, par. 1

of the Italian Civil Code, through the issue of up to 193,195,887 ordinary shares, at an issue price of 0.5953 euro per share, with regular

dividends and identical characteristics to the shares in circulation at the time of their issue, for a total maximum amount of 115,009,511.53

euro (“Increase under Option”), to be subscribed in cash or also through the offsetting or waiving of receivables due to the company,

as specified below.

5. Assignment to the Board of Directors, pursuant to Art. 2420-ter, par. 2 of the Italian Civil Code, of the right to issue a maximum of a no-

minal 269,000,000.00 euro, in bonds subject to mandatory conversion to ordinary and/or category B shares, with the exclusion of the

option right pursuant to Art. 2441, par. 5 of the Italian Civil Code, with the subsequent divisible increase in share capital, for the exclusi-

ve service of the conversion, for a maximum of 297,644,375.01 euro, to be performed within a maximum term of 7 (seven) years, except

in the event of an extension for a further 3 (three) years, from the issue of the bonds (the “Mandatory Convertible Bond”). The right is

to be exercised once the share capital increase referred to in previous points 3. and 4. has been performed and, nonetheless, within a

maximum of one year from the resolution date, with the additional right, for the Board of Directors, to establish the rate and duration of

the instrument, as well as all other terms and conditions of the same, as with the share capital increase in service of the conversion, on

the basis of agreements that shall be defined with the lenders of the company whose instruments shall be offered, excluding the option

right, and signed by the same in execution of the Restructuring Agreements (as defined below) pertaining to the company’s overall debt.

At the current state of play, provision is made for the mandatory convertible bond to be divided into two tranches destined, respectively

(a) for the lending banks of the company (1) and to Pirelli & C. S.p.A. (tranche A) and (b) to Pirelli & C. S.p.A. (tranche B), according to the

provisions pursuant to the Restructuring Agreements (as defined below), whose conversion can be implemented through the issue of up

to 499,990,551 ordinary shares in accordance with tranche A of the mandatory convertible bond (including therein the case in which tran-

che B is converted to ordinary shares) and a maximum of 144,678,117 category B shares pertaining exclusively to tranche B of the man-

datory convertible bond. The mandatory convertible bond can be subscribed in cash or also through the offsetting or waiving of receiva-

bles due to the company, as specified below.

6. Subsequent amendments to articles 5 and 6 and introduction of a new article 6-bis to the Articles of Association.

* * *

I. INTRODUCTORY NOTE

Prelios S.p.A. (“Prelios” or the “Company”) found itself in a financial and liquidity crisis which made it necessary to implement certain extra-

ordinary measures to re-establish the company’s equity and financial equilibrium, compromised in particular, by the especially critical market

situation due, initially, to the financial crisis and, later, to the subsequent negative macroeconomic effects that have hit Italy and Europe in re-

cent years.

It should be briefly pointed out that – on approval of the consolidated half-year financial report as at June 30, 2012 – the company's Board

of Directors (hereinafter also the “Board of Directors” or the “Board”) also examined and approved Prelios’ balance sheet and income sta-

tement as at June 30, 2012, which showed a loss exceeding one-third of share capital, pursuant to Art. 2446, par. 1, of the Italian Civil Code,

making it necessary to call the Shareholders' Meeting (hereinafter the “Shareholders’ Meeting”) to put in place the necessary measures in

accordance with the law. 

The Board of Directors subsequently resolved to call the Shareholders' Meeting, conferring the relevant power in this regard; the Shareholders’

Meeting was subsequently called on December 18, 2012.

On November 13, 2012, the Board of Directors – on approval of the consolidated interim report on operations as at September 30, 2012 –

examined and approved Prelios’ balance sheet and income statement as at September 30, 2012, which confirmed a decrease of more than

one-third of share capital.

On December 18, 2012, the Shareholders’ Meeting, having acknowledged (i) the company’s balance sheet and income statement as at

September 30, 2012, (ii) the Directors’ Report drafted in accordance with Art. 2446 of the Italian Civil Code and pursuant to Art. 74, par. 1 of

the Issuers’ Regulations and (iii) the remarks of the Board of Statutory Auditors, resolved to approve the company’s balance sheet and inco-

me statement as at September 30, 2012 and to postpone the adoption of provisions pursuant to Art. 2446 of the Italian Civil Code to a date

to be proposed by the Board of Directors, also in relation to the development and implementation of the proposed extraordinary transactions

– targeted, it should be pointed out, at rebalancing the company’s overall financial and equity structure – and, nonetheless, in compliance
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(1) Intesa Sanpaolo S.p.A., UniCredit S.p.A., Banca Monte dei Paschi di Siena S.p.A., Banca Popolare di Milano Soc. Coop. a r.l., Banca Popolare di Sondrio Soc. Coop.

p.a., Banca Popolare dell’Emilia Romagna Soc. Coop., Banca Carige S.p.A.-Cassa di Risparmio di Genova e Imperia, Centrobanca-Banca di Credito Finanziario e

Mobiliare S.p.A., (all acting as “Lending Banks”).Banca IMI S.p.A. performs the role of “Agent Bank”.
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with the provisions of par. 2 of said Art. 2446 of the Italian Civil Code. For more information, please refer to the associated documentation

published in accordance with law and available on the Company’s website www.prelios.com.

Prelios’ balance sheet and income statement as at December 31, 2012 – included in the draft financial statements as at December 31, 2012

approved by the company’s Board of Directors on March 27, 2013 report an operating loss of 213,995,990.64 euro, with the decrease of

more than one third of share capital pursuant to Art. 2446 of Italian Civil Code also confirmed at the end of 2012.

Therefore, the contents of this Report concern and also supplement the necessary provisions to be adopted in accordance with the already

mentioned Art. 2446 of the Italian Civil Code, already postponed by the Shareholders’ Meeting on December 18, 2012 and, in particular, re-

presents the implementation of the subsequent required measures, subject to the reverse split of existing ordinary shares and a reduction of

share capital to cover the losses recorded as at December 31, 2012, aimed, in short, at permitting:

(i) the equity strengthening of the company, also to be carried out through the increase in the current number of shareholders with the entry

of a new industrial shareholder; and

(ii) the general review of the current financial debt structure, in order to restructure the current debt exposure and ensure the rebalancing of

the financial position through a turnaround plan and the associated restructuring agreements.

The measures set out in the previous points (i) and (ii), that were punctually defined within the terms illustrated herein, also properly supple-

ment the aforementioned necessary provisions in accordance with Art. 2446 of the Italian Civil Code and are aimed at allowing the equity

strengthening of Prelios, and the rebalancing of its overall financial structure, within an evolving economic and market context, and the revi-

val of the industrial development prospects of the company and of the Prelios Group.

A. Financial debt

Prelios’ current financial debt amounts to a total of 561 million euro at December 31, 2012 (including interest accrued at said date) (2) and ori-

ginates from two loan agreements stipulated on December 28, 2011.

In fact, on said date, Prelios signed a loan agreement for 359 million euro (“Club Deal Loan Agreement”) with a pool of banks comprised of

Intesa Sanpaolo S.p.A., UniCredit S.p.A., Banca Monte dei Paschi di Siena S.p.A., Banca Popolare di Milano Soc. Coop. a r.l., Banca

Popolare di Sondrio Soc. Coop. a r.l., Banca Popolare dell’Emilia Romagna Soc. Coop., Banca Carige S.p.A. – Cassa di Risparmio di Genova

e Imperia e Centrobanca – Banca di Credito Finanziario e Mobiliare S.p.A. (collectively, the “Lending Banks”) and with Banca IMI S.p.A. ac-

ting as agent bank (“Agent Bank”).

The Club Deal Loan Agreement was formally reviewed on July 20, 2012, with which, among other things, the parties agreed to suspend the

financial covenants and the associated communication obligations from June 30, 2012 (included) until June 30, 2013 (excluded) and to defer

(initially until December 31, 2012 and, subsequently, until March 31, 2013 pursuant to the Standstill defined below) the payment of the first

interest instalment of around 14.8 million euro due from the company as at June 30, 2012 (included). As will be specified later, pending ne-

gotiations relating to the Transaction (as defined below), Prelios subsequently sent the Lending Banks a request to formally extend the

Standstill until June 30, 2013.

On December 28, 2011, the Company signed a loan agreement for a total of 160 million euro (“P&C Loan Agreement”) with Pirelli & C. S.p.A.

(“P&C” and, together with the Lending Banks, the “Lenders”).

The P&C Loan Agreement was formally reviewed on June 27, 2012, with which, among other things, the parties agreed to suspend the fi-

nancial covenants and the associated communication obligations from June 30, 2012 (included) until June 30, 2013 (excluded) and to defer

to June 30, 2013 the payment of the interest due from the company as at June 30, 2012 (included, amounting to around 7.0 million euro),

and as at December 31, 2012 (included respectively, for a cumulative total, including the interest due as at June 30, 2012, of approximately

13.5 million euro).

Despite the willingness shown by Lenders to support the company through the concession of the aforementioned extension of the payment

terms for interest instalments and of the measurement of covenants, the failure to carry out the transactions initially set out in the Prelios

Group’s cash plans – due to the persistence, and in some ways, worsening, in a negative market scenario – meant the company’s financial

exposure was higher than that envisaged in the industrial plans drawn up previously and, therefore, no longer in line with the financial com-

mitments undertaken by the company.
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(2) Gross debt of 561 million euro at December 31, 2012, net of residual up-front fees, is represented, as specified below in this Report, by payables due to lending banks

amounting to 359 million euro, plus interest accrued of 28.5 million euro, in addition to the payable due to Pirelli & C. S.p.A. of 160 million euro, plus interest accrued

of 13.5 million euro.
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This situation involved the need to assess the adoption of the various additional measures, required to allow the company to maintain the

conditions to continue to operate as a going concern, also through the implementation of extraordinary transactions that modified the cur-

rent overall financial structure or which were suitable for producing additional cash flows with respect to those generated by the ordinary ope-

rations envisaged.

Therefore, within said scenario, in 2012, the company implemented a number of initiatives targeted at equity strengthening, rebalancing of

the financial structure and the industrial revival of the Prelios Group.

B. Initiatives targeted at strengthening the company’s equity structure and restructuring its financial debt

The initiatives put in place by the company in 2012, in consideration of the debt position and persistence of the crisis in the reference mar-

ket, meant the company directors, after having performed the necessary checks and valuations, were reasonably hopeful that the company

could, in time to ensure the protection of its equity strength, define a transaction able to strengthen equity through the recapitalisation of the

company and the rebalancing of the financial structure, providing the company with new growth and development prospects.

In fact, at the start of 2012, with the help of its advisors, the company launched initiatives aimed at attracting, including through structured

and competitive processes, third party investors and initiate industrial partnerships. Thanks to this process, which saw domestic entrepre-

neurs participate, as well as entities with industrial integration projects, financial investors and private equity funds (Italian and international),

the company received expressions of interest from leading Italian (Feidos S.p.A.) and international (Fortress Investment Group UK Ltd) inve-

stors, who proposed potential structured extraordinary transactions which would have allowed the recapitalisation of the company thanks to

these parties becoming shareholders.

After in-depth negotiations and due diligence, on October 11, 2012, Prelios’ Board of Directors examined the definitive offers received from

potential investors in relation to the extraordinary transactions to be implemented. Following the assessment of the contents of the proposals

received, the Board, as communicated to the market, resolved to grant an exclusivity period to Feidos S.p.A (“Feidos” or “Industrial
Investor”). In this regard, the Board also acknowledged the willingness shown by the main lenders and shareholders subscribed to the Prelios

shareholders’ agreement currently in force (“Prelios Agreement”) (3) to support a transaction targeted at achieving equity and financial stabi-

lity and the relaunch of the Group. 

During the aforementioned exclusivity period, the company and Freidos signed a Memorandum of Understanding ("MoU”) on November 14,

2012, which reflects the agreements in principle reached by the aforementioned parties in relation to the structure of the extraordinary tran-

saction proposed (hereinafter the “Transaction”). The MoU makes provision, in particular, for the review of the overall equity and financial

structure of the company based on two components: 

(i) a share capital increase for a total of 185 million euro, of which a share (equal to at least 100 million euro) to be subscribed “in cash” and

the remainder subscribed through a conversion to capital of part of the company’s payables;

(ii) a restructuring of debt, estimated at around 561 million euro (including financial expenses as at December 31, 2012), to sustainable le-

vels, theoretically up to 250 million euro, and for the remainder, through conversion to investment or quasi-equity instruments.

The MoU, among other things, requires the Prelios Agreement to contribute around 25 million euro to the subscription of the aforementioned

share capital increase, while Feidos participates, through an investment vehicle set up on an ad hoc basis, together with other investors, for

a total amount of 20 million euro.

Framework Agreement

On December 21, 2012, in compliance with the provisions of the MoU, Prelios and Feidos 11 S.p.A. (“Feidos 11”), a special purpose vehicle

controlled by Feidos and in which the Rovati, Diaz della Vittoria Pallavicini and Cornetto Bourlot families hold an interest (4) through dedi-

cated vehicles, signed a framework agreement (“Framework Agreement”) which makes provision for and governs the activities regarding: 

(i) the recapitalisation of the company through a share capital increase of 185 million euro; and

(ii) the restructuring of existing debt on the basis of the new company plan, according to which: 

– 250 million euro will remain in the form of a loan (super-senior and senior); and

– up to 269 million euro will be converted to convertible debt type investment instruments, with cash option for redemption exercisa-

ble by the company. 
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(2)

(3) This refers to the shareholders’ agreement involving Prelios shares, for a total amount of around 21.3% of share capital, originally subscribed on October 25, 2010 and

subsequently renewed up until October 25, 2013, between Camfin S.p.A., Assicurazioni Generali S.p.A., Mediobanca – Banca di Credito Finanziario S.p.A., Intesa

Sanpaolo S.p.A., Edizione S.r.l. and Massimo Moratti.

(4) Prelios’ Chief Executive Officer, Sergio Iasi, also holds an interest in Feidos 11 S.p.A., with a stake of 4.17% (without holding any offices or particular governance rights).
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The Framework Agreement, also as a result of subsequent understandings between the company and Feidos 11, makes provision for a pro-

posed share capital increase of 185 million euro, structured into two tranches through (a) the issue of ordinary shares up to a maximum of

around 115 million euro, offered under option to all Prelios shareholders (the “Shareholders”) and whose subscription is guaranteed, among

other things, by Lenders and (b) the issue of new shares without voting rights (category B shares), for a maximum amount of roughly 70 mil-

lion euro, reserved for subscription to a newly incorporated company invested in by Feidos 11 and the Lenders. 

The recapitalisation transaction, as set out in the Framework Agreement, will see the Prelios Agreement contribute around 25 million euro in

cash, to guarantee the subscription of the aforementioned share capital increase up to 115 million euro, in compliance with the provisions of

the MoU and as a result of subsequent understandings reached.

This undertaking, combined with the commitment to the cash subscription of category B shares totalling 70 million euro (of which 20 million

euro guaranteed by Feidos 11 and 50 million euro guaranteed by the Lenders and, in particular, pursuant to subsequent understandings com-

municated to the company in relation to the Term Sheet NewCo (as defined below), guaranteed by P&C, Intesa Sanpaolo S.p.A. and UniCredit

S.p.A.) and to the subscription guarantee from the Lenders, with respect to the ordinary shares offered under option, totalling 90 million euro

(of which 5 million in cash and up to 85 million through the conversion of receivables due, as specified in the sub-paragraph below

“Understandings with respect to the Transaction and Restructuring Agreements, to which reference should be made), are targeted at ensu-

ring, for the company, a share capital increase in cash of at least 100 million euro in new financial resources.

Therefore, to summarise, the participation of the various parties involved in the Transaction requires, for the purpose of the finalisation of the

agreements, as regards the recapitalisation of the company through a share capital increase of 185 million euro:

– Feidos 11 to subscribe, via the NewCo, 20 million euro (in cash) out of a total of 70 million euro of the Reserved Increase;

– the main Lenders to subscribe, via the NewCo, 50 million euro (in cash) out of a total of 70 million euro of the Reserved Increase;

– the shareholders of the Prelios Agreement to subscribe (in cash) around 25 million euro, out of 115 million euro of the Increase under

Option;

– the Lenders to ensure, according to the proportions and amounts defined between them, the subscription of the unopted part of the 115

million euro Increase under Option, totalling 90 million euro (of which, as already mentioned, 5 million euro in cash and up to 85 million

euro through the conversion of receivables due);

and, as regards the restructuring of existing debt, requires the Lenders to participate – according to the proportions defined between them –

in the following two components:

– 250 million euro, which will remain in the form of a loan (super-senior and senior); and

– up to 269 million euro will be converted to convertible debt type investment instruments, with cash option for redemption exercisable by

the company.

The Framework Agreement – also in light of subsequent agreements – also requires the Industrial Investor to assume responsibility for ma-

naging Prelios in order to maximise its contribution to the relaunch of the business.

The completion of the activities set out for the execution of the Transaction is subject to certain conditions, including: 

(i) the definition and signing of debt restructuring agreements with the Lenders (the “Restructuring Agreements”), which also includes the

finalisation of the agreements relating to the NewCo; 

(ii) the certification of the turnaround plan by an independent expert pursuant to Art. 67, par. 3, letter d) of Royal Decree no. 267 of 1942

(the “Turnaround Plan”), which already occurred on March 28, 2013; 

(iii) the issue, by CONSOB, of the exemption from the obligation to launch a full take-over bid, for the parties involved in the Transaction; and 

(iv) the approval by the Prelios shareholders’ meeting of share capital increases within the proposed terms and, subsequently, of the new

Prelios Articles of Association;

(v) the appointment of Sergio Iasi and Massimo Caputi as Chief Executive Officer and Deputy Chairman (with development power) of the

company respectively.

Standstill Agreements

On December 28, 2012, Prelios and the Lending Banks reached an agreement for the deferment of the maturities set forth in the Club Deal

Loan Agreement. Based on said agreement, the Lending Banks granted Prelios a further deferment of the principal and interest payment obli-

gations (the “Standstill”) to the earliest date between (a) March 31, 2013 and (b) the date on which the transaction is carried out or on which

negotiations between Feidos and Prelios are terminated, in order to allow said entity to fulfil its commitments in consideration of the expec-

ted completion of the transaction.

Subsequently, on February 27, 2013, Prelios – in agreement with the Lending Banks – sent a request to formally extend the Standstill until

June 30, 2013, in the event in which – despite an agreement having already been reached on the structure, terms and conditions of the

Transaction on the basis of the shared term sheet (“Lenders Term Sheet”) – the transaction was not completed by March 31, 2013 and ne-

gotiations were still in progress to pursue its completion, in order to allow the signing of definitive agreements. 

On March 26, 2013, the Agent Bank informed the market that the Lending Banks formally confirmed their approval of the Lenders Term Sheet

forming the basis of the Transaction, also transmitting a copy of it signed by all Lending Banks; within said context, and again on March 26,
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2013, the Agent Bank also confirmed that, with reference to the extension of the Standstill, four Lending Banks already completed the asso-

ciated decision-making process, in view of the approaching formalisation of the extension, pending the completion of the processes of the

other institutions.

Understandings relating to the Transaction and to the Restructuring Agreements

Commitments of shareholders subscribed to the Prelios Agreement

As regards the commitments of the current shareholders of the Prelios Agreement, Prelios received formal notices, by March 26, 2013, from

Camfin S.p.A., Assicurazioni Generali S.p.A., Mediobanca – Banca di Credito Finanziario S.p.A. and Intesa Sanpaolo S.p.A. who, subject to

certain conditions, including the obtainment of the necessary authorisations from the competent authorities, confirmed their commitment to

the company in terms of subscribing the Increase under Option for a total amount of around 25 million euro.

Commitments of the future NewCo shareholders 

On March 27, 2013, Feidos 11, Intesa Sanpaolo S.p.A., UniCredit S.p.A. and P&C notified the company of having signed a term sheet (the

“NewCo Term Sheet”), acknowledging the fundamental conditions that must be negotiated in good faith by said parties for the signing of a

later agreement in relation to the incorporation and capitalisation of the NewCo and the subsequent participation of the same in the Transaction

and, in particular, as regards the subscription, via said NewCo, of the Reserved Increase for a total of around 70 million euro, of which 20 mil-

lion euro by Feidos 11 and the remaining 50 million euro by UniCredit S.p.A. (for around 19 million euro), by Intesa Sanpaolo S.p.A. (for appro-

ximately 8 million euro) and by P&C (for approximately 23 million euro) (5) respectively.

Restructuring Agreements with Lendersi

The debt restructuring agreements with Lenders, based on the above and in particular, on the contents of the Lenders Term Sheet, may be

finalised before the end of April and, in any case, before the date of the Shareholders’ Meeting called to approve the Transaction.

Turnaround Plan

On December 3, 2012, the company assigned Mario Civetta, as independent expert, with the task of certifying the accuracy of the compa-

ny data and the feasibility of the Turnaround Plan (the “Certification”).

On March 27, 2013, the company’s Board of Directors approved the 2013-2016 Strategic Plan (the “Strategic Plan”) forming the basis of

the Turnaround Plan. The Strategic Plan, composed of an “industrial plan” and a “financial plan”, makes provision for the necessary steps to

be taken to rebalance Prelios’ debt exposure and the company’s financial position.

It should be pointed out that the Strategic Plan was drafted on both a consolidated basis and at individual Prelios level (the latter subject to

the Certification), highlighting that the consolidated plan – from an industrial point of view – definitely best represents the Group as a whole.

With respect to the consolidated plan, at individual Prelios level, the plan differs because the trend in the individual Business Units cannot be

inferred from consolidated costs and revenues, but rather from the joint trends in the valuation of investments, shareholder loans and cash

flows connected with dividends, added to the working capital requirements of the Business Units, financed by the Parent Company as part

of centralised treasury management relations.

In fact, the Group is composed of a number of companies which, as already stated, are directly or indirectly controlled by Prelios and invest

in real estate investment companies and/or mutual real estate investment funds and, therefore, for Certification purposes, a shared approach

was adopted, according to which the companies in the different business units were aggregated into a sort of consolidated plan by Business

Unit.

In this regard, it should be noted that the business model that the Group will gradually lean towards requires a sharp focus on the real esta-

te services offer, with the necessary conditions for this, on one hand, being the reduction of existing financial debt and, on the other, the pro-

gressive disposal of interests in real estate investment companies and funds that the Group currently holds, together with growth in the vo-

lumes and margins of the management platform.

In particular, the Strategic Plan makes provision for the relaunch of the management platform (structured into the following 5 Business Units:

Prelios SGR, Prelios Property & Project Management, Prelios Agency & Valuation, Prelios Credit Servicing, Germany and Poland), with strong

development in the services business (with forecast growth more than double normalised EBIT (6) in 2016 with respect to 2012) and the crea-

tion of synergies between the various business areas, also thanks to the contribution of new skills and opportunities that may be made by

the Industrial Investor. 
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As regards investment activities, provision is made for a selective disposal of assets over the term of the Strategic Plan, with significant cash

generation, accompanied by the optimisation of asset management, geared towards a gradual reduction in current losses. 

A key element for the realisation of the business plan is the financial plan connected to the restructuring of debt which, as briefly outlined in

the previous sub-paragraph, “Framework Agreement”, makes provision – subject to the finalisation of the Restructuring Agreements, effecti-

ve from the subsequent restructuring of the debt and, in any case, from January 1, 2013 – for the maintenance of 250 million euro in borro-

wings to be repaid in cash, divided into a super senior part (50 million euro) and a senior part (200 million euro). 

The super senior loan will have the following main terms and conditions: 

• maturity of 5 years, bullet repayments; 

• half-year financial expenses (in cash) at an all-in rate of 4.0%;

• elimination of financial covenants.

The senior loan will have the following main terms and conditions: 

• maturity of 6 years, bullet repayments; 

• capitalised financial expenses at an all-in rate of 3.0% for the first 4 years and, subsequently, at the market step-up rate;

• elimination of financial covenants.

The senior loan will be used for the realisation of real estate assets; in particular, provision is made for: 

• early repayments equal to 65% of the cash flows generated by the realisation of real estate assets; 

• the remaining 35% will form a cash fund (the “Fondo Esigenze di Cassa 1”) of up to 145 million euro, to cover pre-established expen-

ses and/or commitments relating to projects and/or investments identified specifically and any other liabilities;

• if, in the event other liabilities arise, and the Fondo Esigenze di Cassa 1, taking account of the requirements for which it was set up, is in-

sufficient, 100% of the cash flows generated by real estate assets can be used to supplement the Fondo Esigenze di Cassa 1 up to an

amount of 20 million euro.

Furthermore, up to 269 million euro will acquire the nature of a bond subject to mandatory conversion (“Convertendo” – mandatory conver-

tible bond) to ordinary shares and category B shares of the company, with cash option for the redemption exercisable by the company. Based

on the Lenders Term Sheet, this instrument is expected to have the following main terms and conditions, on the basis of which the Board of

Directors can therefore enforce the proposed power set forth in point 1.e) of the agenda of the Shareholders’ Meeting:

• term of 7 years; 

• capitalised financial expenses at an all-in rate of 1.00%; 

• conversion price per share: equal to the higher of (i) the share capital increase subscription price (equal to 0.5953 per share) and (ii) the

average of the stock market prices of Prelios shares in the month prior to the date of the conversion;

• redemption (at maturity or early) through the automatic conversion to: (i) ordinary shares for an amount equal to 71.1% of its total value

which will be divided between P&C and all Lending Banks (also known as “Tranche A”); and (ii) category B shares for an amount equal

to 28.9% of its total value which will only be subscribed by P&C (so-called “Tranche B”). In any case, this will be without prejudice to the

exercise, wholly or partially, of an optional and discretionary option by the company to redeem the mandatory convertible bond in cash,

subject to verification of the company’s financial stability (also known as the “cash option”);

• Trigger Event: among other things, (i) in the event of the recapitalisation of the company carried out in compliance with the provisions set

out in articles 2446 and 2447 of the Italian Civil Code, limited to the portion needed to restore statutory shareholders’ equity to at least

the amount recorded after the Share Capital Increases (as defined below) or which shall be determined in the Restructuring Agreements;

or (ii) at the moment of maturity of the mandatory convertible bond, after a period of at least 7 (seven) years from the issue date and ex-

cept in the event of an extension for a further 3 (three) years, when the conditions established in the Restructuring Agreements are met;

• elimination of financial covenants.

As anticipated, the mandatory convertible bond will provide a cash option for the redemption exercisable by the company: 

• if the senior loan has been repaid and 145 million euro has been allocated to the Fondo Esigenze di Cassa 1, the cash flows generated

by the realisation of real estate assets will be allocated to a new fund for cash requirements (the “Fondo Esigenze di Cassa 2”);

• on the date of maturity of the mandatory convertible bond, the cash available in the Fondo Esigenze di Cassa 1 and Fondo Esigenze di

Cassa 2 can be reserved, until it is used up, for the redemption of the mandatory convertible bond, without prejudice to verification of the

Group’s financial stability;

subsequently, where additional cash remains following the exercise of the cash option and the mandatory convertible bond is subject to early

conversion, as a result of the aforementioned Trigger Events for the cases set forth under articles 2446 and 2447 of the Italian Civil Code, a

mechanism will be introduced for Lenders that makes it possible to achieve the same effects that would have been achieved had the con-

version not taken place. 

On March 28, 2013, Mr. Mario Civetta issued the Certification relating to the Turnaround Plan, which was subsequently filed at the Milan

Register of Companies on March 29, 2013.
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C. Going concern

Despite the uncertainties in the context highlighted, also during the preparation of the half-year financial report as at June 30, 2012, the inte-

rim report as at September 30, 2012 and the draft financial statements as at December 31, 2012, the Board of Directors believes that the

actions put in place and those in the course of being implemented, will allow the Prelios Group to continue to operate as a going concern.

In particular, it should be noted that 2012 was characterised by a persistently weak market context, especially in Italy, which affected econo-

mic results in terms of deterioration in the profiles of expected cash flows from real estate assets and NPL (non-performing loans), and a slow-

down in purchases/sales (also due to less willingness on the part of the banking system to finance transactions) and a reduction in the va-

lues at which real estate transactions can be performed, with a subsequent adverse impact on the equity values of certain Group assets,

which involved – also as a result of impairment – the recording of significant economic losses.

As already highlighted, only a few of the transactions set out to reduce indebtedness in 2012 were actually completed, while the majority, de-

spite the implementation of various structured processes for their conclusion, were not carried out, initially owing to the market difficulties,

and then the interest shown by some major third party operators in becoming Prelios shareholders, in a wider context of a review and rein-

forcement of the company’s equity and finances, provided that the current business structure did not change considerably.

Within said changed scenario, the company promptly put into effect all the necessary initiatives, also involving Lenders, for the identification

and definition of an extraordinary transaction targeted at achieving the turnaround objective, as previously detailed analytically.

In this regard, the Directors believe that the actions taken and those in the process of being implemented, through the finalisation of the afo-

rementioned Transaction, as proposed on the basis of the agreements signed and the commitments undertaken by all parties involved, as

also outlined in this Report, will help achieve the Group’s turnaround objectives, and will allow the Prelios Group to continue to operate as a

going concern, thanks to the actions envisaged as part of the equity strengthening of the company, injection of new financial resources and

the restructuring of the repayment terms for existing loans, correlated to the Transaction.

Therefore, the Directors are reasonably hopeful that this may lead, in timescales in keeping with company’s current situation, to the succes-

sful conclusion of the planned Transaction, and to the revival of the Group’s growth and industrial development prospects, also thanks to the

contribution of skills and expected new business opportunities from the Industrial Investor.

The Directors, however, highlight the uncertainties naturally linked to the completion of the Transaction, also taking into consideration the de-

velopment of the reference market context. The results envisaged in the Strategic Plan assume the completion of the Transaction described,

with the impact on the restructuring of debt taking effect as of January 1, 2013, and the plan’s feasibility was evaluated on the basis of rea-

sonably forecastable elements, taking account of the difficulty in making forecasts in the current economic and financial context, such as the

exclusion of further crises that should hit the financial markets or a worsening in the factors that led to the current deterioration in the gene-

ral reference scenario and the real estate market, in particular which, at the current state of play and according to the path deemed forese-

eable at present, is expected to recover in the second half of 2014. 

In addition, it is believed that the market scenario outlined will make it possible to realise property sales at values and in accordance with ti-

mescales in line with the net capital invested in the initiatives and with available Prelios cash flows at the date of the realisation of said sales.

The feasibility of the Strategic Plan represents, at present and according to the path deemed foreseeable at present, the condition for allo-

wing the Group to maintain its long-term equity and financial equilibrium, and for deeming the adoption of the assumption of the company as

a going concern appropriate, as regards the drafting of the financial statements for the year ended as at December 31, 2012.

II. REVERSE SPLIT OF ORDINARY SHARES

Within the general context of the transaction to strengthen the company’s equity submitted to the Extraordinary Shareholders’ Meeting, and

in order to simplify the management of general operations, the preliminary reverse split of existing Prelios S.p.A. ordinary shares has been

proposed.

The reverse share split, with the consequent reduction in the number of ordinary shares in circulation, in fact makes it possible to simplify the

administrative management of said shares in the interest of current and future shareholders and could support, also in view of the execution

of the proposed share capital increases, the liquidity of trading in the stock market, making the unit value of the share clearer.

It should be pointed out that a reverse share split, in itself, has no affect on the value of the investment held; in fact, in the event of approval

of the proposal, shareholders would, on one hand, see a decrease in the number of shares held and, on the other, a simultaneous increase

in the relative unit value of the shares with no impact, therefore, on the total value of the investment.

Hence, it is proposed that the Shareholders’ Meeting authorise the reverse split of ordinary Prelios S.p.A. shares, according to a ratio of 1

new ordinary share to every 10 ordinary shares held.

Consistent with the need to proceed without delay, upon obtainment of all the prescribed authorisations, with the launch of the offer under
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option of ordinary shares, in execution of the Increase under Option – referred to in point 1.d) of the agenda of the Extraordinary Shareholders’

Meeting – the reverse share split is expected to be carried out in a way that is essentially consistent with the reduction in share capital due

to losses as per point 1.b) of the agenda and, in any case, before the launch of the Increase under Option, according to the deadlines and

methods that will be agreed with the competent authorities and, with Borsa Italiana S.p.A. in particular.

Reverse share split operations will be performed in accordance with the applicable legislation by authorised intermediaries subscribed to the

centralised management system managed by Monte Titoli S.p.A., with no expenses incurred by shareholders. In addition, to make the tran-

sactions easier for individual shareholders and facilitate the management of the remainders these transactions may result in, the company will

provide shareholders with a service for handling any fractions of ordinary shares that cannot be grouped, on the basis of official market pri-

ces and, in any case, without any increase in expenses, stamp duty or commissions.

In order to also allow the overall balancing of the reverse share split, a total of 1,171,777 ordinary shares will be cancelled. To this end, Prelios

will use the treasury shares held at the date of this Report, thus allowing the cancellation of 1,171,777 ordinary shares, without the need, in

the absence of the face value of said shares, for the reduction of share capital. 

In light of the above, the Articles of Association will consequently be amended, as indicated in paragraph XV of this Report below. 

It should be pointed out that the Board of Directors also took account of the reverse share split, in accordance with the above terms, for the

purpose of determining the terms and conditions of the share capital increases set out in items 1.c), 1.d) and 1.e) on the agenda of the

Extraordinary Shareholders’ Meeting.

III. REDUCTION OF SHARE CAPITAL

Within the general context of the overall transaction presented to the Extraordinary Shareholders’ Meeting, for the purpose of the assumption

of the provisions set forth in art. 2446 of the Italian Civil Code – taking into account and partially terminating the deferment resolved by the

Shareholders’ Meeting on December 18, 2012, as highlighted in paragraph I of this Report – the preliminary reduction of share capital has

also been proposed, to cover the losses reported in the draft financial statements as at December 31, 2012, approved by the Board of

Directors on March 27, 2013.

The Board of Directors acknowledged that, based on the company’s balance sheet and income statement as at December 31, 2012 – whose

tables are shown below in paragraph V of this Report, to which reference should be made – the company’s financial statements report a loss

of 213,995,990.64 euro, which involves a reduction in equity to 4,552,089 euro, with respect to the amount of share capital, equal to

218,877,613.14 euro (7).

Therefore, as it was confirmed that the particular case set out in art. 2446 of the Italian Civil Code occurred, the Board of Directors, also ta-

king into account the resolution by the aforementioned Shareholders’ Meeting on December 18, 2012, intends to present the Shareholders’

Meeting with the proposal for the full coverage of total losses recorded in the balance sheet and income statement as at December 31, 2012,

through the reduction in share capital, to be carried out in a way that is essentially consistent with the execution of the reverse share split (as

per previous paragraph I in this Report), with the subsequent amendment to the company’s Articles of Association.

Share capital – which would fall from 218,877,613.14 euro to 4,881,622.50 euro – would, however, remain above the legal limit established

for joint-stock companies by art. 2327 of the Italian Civil Code.

As regards the methods of implementing the proposed share capital reduction, it should be noted that – given the company’s shares are wi-

thout face value – the transaction will not involve the cancellation of company shares, instead determining a decrease solely in their implied

book value. On completion of the proposed overall transaction, the implied book value must, in any case, be calculated by taking into con-

sideration the share capital and the number of new shares to be issued, following the reserved increase in share capital (for around 70 mil-

lion euro) and increase under option (for roughly 115 million euro), where approved, referred to respectively in items 1.c) and 1.d) of the agen-

da of the Extraordinary Shareholders’ Meeting.

In light of the above, the Articles of Association will consequently be amended, as indicated in paragraph XV of this Report below.

IV. REASONS AND GOAL OF THE SHARE CAPITAL INCREASE

In the context described above and for the purposes of the implementation of the Transaction, including therein the effects of the proposed

reverse share split, the Board of Directors also called the Extraordinary Shareholders’ Meeting of Prelios to resolve on the proposed increase

in share capital, as follows.
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(a) An indivisible share capital increase, against payment, for a total amount of 70 million euro reserved to the NewCo, therefore with the ex-

clusion of the option right pursuant to art. 2441, par. 5 of the Italian Civil Code, as amended by Italian Legislative Decree no. 184 of

October 11, 2012, through the issue of 117,597,496 category B shares, convertible to ordinary shares, at a unit subscription price of

0.5953 (so-called Reserved Increase).

As opposed to the company’s ordinary shares, these category B shares do not entitle holders to voting rights and are not intended for li-

sting on any regulated market; these shares, according to the provisions of the new Articles of Association of Prelios, are converted to

ordinary shares (destined for listing), according to the ratio of one new ordinary share for every category B share, in the event of the tran-

sfer of category B shares to third parties (who are not already directly holders of category B shares) or the launch of a take-over bid and/or

take-over bid with share swap involving Prelios shares.

The unit subscription price of the category B shares deriving from the Reserved Increase, equal to 0.5953 euro per share, was determi-

ned by the Board of Directors, for the purposes of this proposal to the Extraordinary Shareholders’ Meeting, taking account of the gene-

ral characteristics of said Transaction, targeted at the equity strengthening and rebalancing of the overall financial structure of Prelios, wi-

thin the general context of the Restructuring Agreements and taking into consideration the characteristics of said category B shares, both

with reference to the absence of voting rights, and in terms of the dilutive effect (exclusively economic, since we are talking about non-

voting shares, within the conversion term) for current shareholders, as better detailed in paragraph IX below in this Report. 

The Reserved Increase must be performed within one year of the resolution date.

(b) A divisible share capital increase, against payment, for a total maximum amount of around 115 million euro, to be offered under option

to the company’s shareholders, pursuant to art. 2441, par. 1 of the Italian Civil Code, through the issue of up to 193,195,887 ordinary

shares, at an issue price of 0.5953 euro per share, that will have regular dividends and identical characteristics to ordinary Prelios shares

in circulation at the time of their issue (so-called Increase under Option).

The Increase under Option must be performed within one year of the resolution date.

The issue price of the shares involved in the Increase under Option is set, as already stated, at 0.5953 euro per new ordinary share, the-

refore equal to the subscription price of the Reserved Increase, as better detailed in paragraph IX below in this Report.

An appropriate prospectus must be drafted for the Increase under Option, in compliance with the provisions set forth in articles 94 and

113 of Italian Legislative Decree no. 58 of February 24, 1998 and articles 51 et seq. of the Issuers’ Regulation, to be filed at CONSOB. 

The shares involved in the Increase under Option, offered under option and not subscribed by the company’s shareholders, shall be of-

fered to the market in accordance with the provisions of art. 2441, par. 3 of the Italian Civil Code. It is envisaged, however, that the sub-

scription of the Increase under Option is guaranteed, according to the methods and terms indicated in paragraphs VIII and X below in

this Report.

(c) The assignment to the Board of Directors, pursuant to art. 2420-ter, par. 2 of the Italian Civil Code, of the right to issue a maximum of a

nominal 269,000,000.00 euro, in bonds subject to mandatory conversion to ordinary and/or category B shares, with the exclusion of the

option right pursuant to art. 2441, par. 5 of the Italian Civil Code, with the subsequent divisible increase in share capital, for a maximum

of 297,644,375.01 euro, for the service of the conversion of the bonds, which may be performed within a maximum term of 7 (seven)

years, except in the event of an extension for a further 3 (three) years, from the issue of the mandatory convertible bond. This right is to

be exercised once the share capital increase referred to in previous letters (a) and (b) has been performed and, nonetheless, within a ma-

ximum of one year from the resolution date, with the additional right, for the Board of Directors, to establish the rate and duration of the

instrument, as well as all other terms and conditions of the same, on the basis of Restructuring Agreements with the Lenders of the com-

pany whose instruments shall be offered, as stated, with the exclusion of the option right.

At the current state of play, provision is made for the mandatory convertible bond to be divided into two tranches destined, respectively

(a) to the Lending Banks of the company and to P&C (tranche A) and (b) to P&C (tranche B), divided in accordance with the Restructuring

Agreements, with a share capital increase in service of the conversion, to be carried out through the issue of: (i) a maximum of

499,990,551 ordinary shares pertaining to tranche A of the mandatory convertible bond (including therein the ordinary shares that should

also be issued in relation to the amount of Tranche B, if the mandatory convertible bond is converted solely to ordinary shares according

to the terms and conditions defined on the basis of the Restructuring Agreements) and (ii) a maximum of 144,678,117 category B sha-

res pertaining exclusively to tranche B of the mandatory convertible bond (except in the case of the previous clarification).

Also for the purposes of exercise of the power conferred, the Board of Directors shall consider, on the basis of the Lenders Term Sheet,

that the total amount of the mandatory convertible bond will vary between a maximum nominal amount of around 269 million euro (ap-

proximately 298 million euro including capitalised interest) and a minimum nominal amount of 226 million euro (approximately 251 million

euro including capitalised interest), based on the eventual subscription of the Increase under Option by shareholders, or through the en-

forcement of the subscription guarantee by the Lenders for a conversion amount of up to 85 million euro. In fact, in relation to the effec-

tive portion of any conversion during the Increase under Option by Lenders, based on the Lenders Term Sheet, provision is made for

gross financial debt (as stated, amounting to 561 million euro, including expenses accrued as at December 31, 2012) to be restructured

in the following manner:
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(i) in the event in which the aforementioned 85 million euro (guarantee through conversion by the Lenders) is fully subscribed by the

market, around 42 million euro will be used for the repayment of part of the debt, while the remaining total debt as at December 31,

2012 (equal to around 519 million euro) will be divided between the super senior loan (50 million euro), the senior loan (200 million

euro) and the mandatory convertible bond (equal, based on said assumption, to a nominal 269 million euro); or

(ii) in the event in which the aforementioned 85 million euro is instead subscribed through conversion by the Lenders, the remaining ove-

rall debt as at December 31, 2012 (equal to 476 million euro) will be divided between the super senior loan (50 million euro), the se-

nior loan (200 million euro) and the mandatory convertible bond (instead equal, based on said assumption, to a nominal 226 million

euro).

In the case of a partial conversion of the aforementioned 85 million euro during the Increase under Option, the debt would be restructu-

red in line with the aforementioned terms, notwithstanding that 50% of the released part in cash of the aforementioned 85 million euro

will be set aside for the repayment of the overall debt at December 31, 2012 and without prejudice to a level of super senior and senior

debt amounting to 250 million euro (with the subsequent variation in the portion destined for the mandatory convertible bond).

In particular, notwithstanding that the precise terms will be defined by the Board of Directors during the execution of the power to issue

the mandatory convertible bond, it is envisaged that, based on the Lenders Term Sheet, the two tranches of the mandatory convertible

bond will be split, tranche A making up 71.1% and Tranche B around 28.9% of the total amount of the mandatory convertible bond.

The mandatory convertible bond can be converted within a period of 7 (seven) years, except where extended for a further 3 (three) years,

and, therefore with a maximum term of 10 (ten) years, from the issue traditionally agreed with effect from January 1, 2013, according to

the terms and conditions established by the Regulations of the mandatory convertible bond, as shall be defined by the Board of Directors

in execution of the power delegated by the Restructuring Agreements.

For the purposes of definition of the Regulations of the mandatory convertible bond, the Board of Directors shall consider the conversion

price per share to be equal to the higher of (i) the share capital increase subscription price (equal to 0.5953 per share) and (ii) the avera-

ge of the stock market prices of Prelios shares in the month prior to the date of the conversion, as agreed in the Restructuring

Agreements.

The conversion, as already anticipated, shall take place, among other things: (i) in the event of the recapitalisation of the company car-

ried out in compliance with the provisions set out in articles 2446 and 2447 of the Italian Civil Code, limited to the portion needed to re-

store statutory equity to at least the amount recorded after the Share Capital Increases (as defined below) or which shall be determined

in the Restructuring Agreements; or (ii) at the moment of maturity of the mandatory convertible bond, after a period of at least 7 (seven)

years from the issue date and except in the event of an extension for a further 3 (three) years. 

The share capital increases, as described in letters (a) and (b) above (jointly, the “Share Capital Increases”), are to be carried out – as with

the issue of the mandatory convertible bond – in the context of and for the purposes of completion of the Transaction, as described in this

document (see previous paragraph I of this Report), according to the provisions of the relative agreements between the company and Feidos

11, and the provisions of the Lenders Term Sheet and NewCo Term Sheet. 

Income deriving from the Transaction is earmarked to support the activities set out in the Turnaround Plan, which is based on the recapitali-

sation and restructuring project the company intends to implement through the Share Capital Increases and the mandatory convertible bond

(all essential elements for the execution of the single Turnaround Plan), approved by the Board of Directors on March 27, 2013 and certified

on March 28, 2013 by the independent expert Mario Civetta, pursuant to art. 67, par. 3, letter d) of the Royal Decree no. 267 of March 16,

1942 (as subsequently amended). 

In light of the above, the Directors – as, however, already reported at the Shareholders’ Meeting held on December 18, 2012 and reaffirmed

in paragraph I.C above in this Report – believe that the finalisation of the Transaction and the subsequent implementation of the activities set

out in the Transaction will make the turnaround of operations possible, and will allow the company to continue to operate as a going con-

cern, also thanks to the improvements in the conditions of equilibrium and economic-financial stability, as well as the equity strengthening of

the company, which will facilitate the revival of the industrial development prospects.

However, the Directors deem it appropriate to highlight certain sensitivity and risk profiles which could impact the assumptions forming the

basis of the company’s objectives as regards achieving the aforementioned turnaround, essentially attributable to further crises that should

hit the markets in general, or a worsening in the factors that led to the deterioration of the general reference scenario and the real estate mar-

ket in particular, as indicated in paragraph I.C above in this Report.

* * *

As regards the observations of the Board of Statutory Auditors (pursuant to art. 2446 of the Italian Civil Code and art. 74, par. 1 of the Issuers’

Regulation), please refer to the details already shown in the document issued by the control body attached to the Directors’ Report (drafted

in accordance with art. 125-ter of Italian Legislative Decree no. 58 of February 24, 1998, art. 2446 of the Italian Civil Code and art. 74, par.

1, of the Issuers’ Regulation) on the proposed resolutions relating to item 1 on the agenda of the Shareholders’ Meeting, held on December

18, 2012 and to the matters reconfirmed in the observations of the Board of Statutory Auditors (drafted pursuant to the abovementioned legal

provisions) attached to this Report.
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V. BALANCE SHEET AND INCOME STATEMENT AS AT DECEMBER 31, 2012

The balance sheet and the income statement of Prelios for the year ended as at December 31, 2012 is shown below, which correspond to

the those in the draft financial statements for the year ended as at December 31, 2012 approved by the company’s Board of Directors on

March 27, 2013 (the “Draft Financial Statements”) and also supplement the information already required relating to the balance sheet and

income statement as per art. 2446 of the Italian Civil Code and, therefore, for more details please refer to said Draft Financial Statements, pu-

blished in accordance with methods and terms of law.

[continued on next page]
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Prelios S.p.A.
Balance sheet as at December 31, 2012
(amounts in euro)

ASSETS 12.31.2012 12.31.2011 

NON-CURRENT ASSETS

Property, plant and equipment 274.076 3.604.248 

Intangible assets 763.290 923.296 

Investments in associates 247.524.213 322.478.070 

Investments in associates and joint venture 55.633.185 77.493.596 

Other financial assets 6.550.580 6.541.948 

Deferred tax assets 2.911.064 1.538.680 

Other receivables 258.168.660 346.880.984 

- of which with related parties 258.112.740 346.754.320 

TOTAL NON-CURRENT ASSETS 571.825.068 759.460.822 

CURRENT ASSETS

Trade receivables 18.408.365 30.186.292 

- of which with related parties 17.014.170 23.538.932

Other receivables 68.683.408 70.714.435 

- of which with related parties 56.988.569 58.405.803 

Cash ans cash equivalents 27.895.543 26.225.543 

Tax receivables 7.436.302 9.009.953 

- of which with related parties 3.684.344 4.776.784 

TOTAL CURRENT ASSETS 122.423.618 136.136.223 

TOTAL ASSETS 694.248.686 895.597.045 
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EQUITY 12.31.2012 12.31.2011 

EQUITY

Share capital 218.282.782 419.991.058

Other reserves 265.298 110.188.814 

Retained earnings – –

Net income (loss) for the year (213.995.991) (311.513.824)

TOTAL EQUITY 4.552.089 218.666.048 

LIABILITIES 12.31.2012 12.31.2011 

NON-CURRENT LIABILITY

Bank borrowings and payables to other financial institutions 415.154.379 482.270.848 

– of which with related parties 157.357.048 160.038.400 

Other payables 963.156 1.014.219 

Provisions for future risks and expenses 8.192.879 10.557.168 

Employee benefit obligations 1.321.485 1.315.580 

TOTAL NON-CURRENT LIABILITIES 425.631.899 495.157.815 

CURRENT LIABILITIES

Bank borrowings and payables to other financial institutions 207.383.364 119.593.016 

– of which with related parties 83.486.777 89.485.269 

Trade payables 14.543.864 25.176.854 

– of which with related parties 3.239.114 7.197.000 

Other payables 32.915.394 30.871.791 

– of which with related parties 16.764.983 14.945.159 

Provisions for future risks and expenses 3.711.731 1.393.610 

Tax payables 2.984.284 4.737.911 

– of which with related parties 2.984.284 4.737.911

Derivative financial instruments 2.526.061 –

TOTAL CURRENT LIABILITIES 264.064.698 181.773.182 

TOTAL LIABILITIES 689.696.597 676.930.997 

TOTAL LIABILITIES AND EQUITY 694.248.686 895.597.045 

[continued on next page]

245

PROPOSED RESOLUTION | PRELIOS GROUP | ANNUAL FINANCIAL REPORT 2012

193-258 (aprire in 6).qxp  3-05-2013  16:35  Pagina 245



Prelios S.p.A.
Income Statement January 1, 2012 – December 31, 2012
(amounts in euro)

01.01.2012 01.01.2011 
12.31.2012 12.31.2011

Revenues from sales and services 10.721.422 16.976.609 

Other income 6.917.552 10.449.756 

TOTAL OPERATING REVENUES 17.638.974 27.426.365

– of which with related parties 15.720.201 23.771.009

– of which non-recurring events – (300.000)

Raw and consumable materials used (34.738) (75.580)

Personnel costs (15.991.138) (13.070.757)

Depreciation, amortisation and impairment (842.536) (1.008.100)

Other costs (32.459.832) (36.222.525)

TOTAL OPERATING COSTS (49.328.244) (50.376.962)

– of which with related parties (12.420.605) (13.751.553)

– of which non-recurring events (12.829.979) (7.974.594)

EARNINGS BEFORE INTEREST AND TAX (EBIT) (31.689.270) (22.950.597)

Net income from investments, of which (155.161.148) (283.919.995)

– dividends 40.153.817 58.481.921 

– gains on investments 5.857.557 8.241.778 

– losses on investments (201.172.522) (350.643.694)

– of which with related parties 40.153.817 58.482.960 

– of which non-recurring events 1.234.568 22.380.634 

Financial income 22.482.616 23.976.572 

– of which with related parties 20.521.600 22.217.225 

Financial expenses (55.539.441) (33.411.214)

– of which with related parties (17.349.866) (8.774.239)

– of which non-recurring events – (89.236)

INCOME (LOSS) BEFORE TAXES (219.906.243) (316.305.234)

Taxes 5.910.252 4.791.410 

– of which with related parties 4.591.659 4.474.327 

(LOSS) DERIVING FROM CONTINUINING OPERATIONS (213.995.991) (311.513.824)

(LOSS) FOR THE YEAR (213.995.991) (311.513.824)

[continued on next page]
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VI. ANALYSIS OF THE COMPOSITION OF NET FINANCIAL DEBT

The tables below show the composition of the short-, medium- and long-term consolidated net financial debt of the company and of the

Prelios Group respectively, as at December 31, 2012 (as shown in the Draft Financial Statements for 2012) (8).

Net financial position of Prelios S.p.A.

12.31.2012 12.31.2011

CURRENT ASSETS

Other receivables 52.460 54.769 

– of which receivables from related parties 52.460 54.769

Financial receivables 52.460 54.769 

– subsidiaries 52.460 54.769

Cash and cash equivalents 27.896 26.226 

TOTAL CURRENT ASSETS – A 80.356 80.995 

CURRENT LIABILITIES

Bank borrowings and payables to other financial institutions (207.384) (119.593) 

– of which payables to related parties (83.487) (89.485)

– subsidiaries (68.543) (88.663) 

– joint venture (1.438) (822) 

– other related parties (13.506) –

– bank borrowings (123.897) (30.108) 

TOTAL CURRENT LIABILITIES – B (207.384) (119.593) 

NON-CURRENT LIABILITIES

Bank borrowings and payables to other financial institutions (415.154) (482.270) 

– of which payable to related parties (157.357) (160.038) 

– other related parties (157.357) (160.038) 

– bank borrowings (257.797) (322.232) 

TOTAL NON-CURRENT LIABILITIES – C (415.154) (482.270)

NET FINANCIAL POSITION (*) D = (A+B+C) (542.182) (520.868)

(*) Pursuant to the CONSOB Communication dated July 28. 2006 and in compliance with the CESR Recommendation of February 10, 2005. (“Recommendations for the

consistent implementation of the European Commission’s Regulation on Prospectuses”)
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CONSOLIDATED NET FINANCIAL POSITION OF THE PRELIOS GROUP

(in thousands of euro) 12.31.2012 12.31.2011

CURRENT ASSETS

Other receivables 176 63

– of which receivables from related parties 176 63

Financial receivables 176 63 

– joint venture and other Prelios Group companies 176 63

Cash and cash equivalents 45.090 37.684 

TOTAL CURRENT ASSETS – A 45.266 37.747 

CURRENT LIABILITIES

Bank borrowings and payables to other financial institutions (144.739) (36.958) 

– of which receivables from related parties (17.993) (1.102)

– joint ventures and other Prelios Group companies (4.487) (1.102) 

– other related parties (13.506) –

– Other financial payables (2.057) (2.661)

– Bank borrowings (124.591) (30.855)

– Payables to other financial institutions (98) (2.340)

TOTAL CURRENT LIABILITIES – B (144.739) (36.958) 

NON-CURRENT LIABILITIES

Bank bowworings and payables to other financial institutions (420.993) (488.802) 

– of which receivables from related parties (157.389) (160.038) 

– joint ventures and other Prelios Group companies (32) –

– other related parties (157.357) (160.038)

– Other financial payables (627) (642) 

– Bank borrowings (262.977) (328.122) 

TOTAL NON-CURRENT LIABILITIES – C (420.993) (488.802)

NET FINANCIAL POSITION (*) D = (A+B+C) (520.466) (488.013)

(*) Pursuant to the CONSOB Communication dated July 28th. 2006 and in compliance with the CESR Recommendation of February 10th, 2005. (“Recommendations for

the consistent implementation of the European Commission’s Regulation on Prospectuses”)
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VII. GENERAL DETAILS ON THE TREND IN OPERATIONS IN THE CURRENT YEAR

The macroeconomic scenario is still characterised by signs of uncertainty regarding the times and methods of a general economic recovery

and, in particular, the domestic real estate market continues to show weakness, with a decrease in the number and size of transactions, ad-

versely impacted by financial expenses that remain high.

The Board of Directors believe that – as mentioned previously – the actions taken and those in the process of being implemented, through

the finalisation of the Transaction, as proposed on the basis of the agreements signed and the commitments undertaken by all parties invol-

ved, as also outlined in this Report, will allow the Prelios Group to continue to operate as a going concern, thanks to the envisaged equity

strengthening of the company, injection of new financial resources and the restructuring of the repayment terms for existing loans, also pro-

viding – within an evolving economic and market context – new growth and development prospects. To summarise, the Transaction makes

provision for:

• the recapitalisation of the company through a share capital increase of 185 million euro; and

• the restructuring of existing debt on the basis of the new company plan, according to which:

– 250 million euro will remain in the form of a loan (super-senior and senior); and

– up to 269 million euro will be converted to convertible debt type investment instruments, with cash option for the redemption exer-

cisable by the company.

Therefore, these assumptions provide the basis for the adoption of the going concern principle in drafting the Annual Financial Report.

From an operational point of view, it is believed that the company will be able to continue to achieve positive operating results from the ser-

vices platform in 2013, while the Group’s net income could be affected by external factors, with particular regard to the valuations of inde-

pendent experts in relation to real estate investment companies and funds invested in. 

From an operational standpoint, consistent with the strategy of transformation into a pure management company, effective from 2014, given

2013 represents the year of transition relating to the completion of the restructuring operation and the definition of the reorganisation project,

the Group proposes the following objectives:

• EBIT of the Management Platform

– 14/19 million euro for the year 2014

– 19/24 million euro for the year 2015

– 24/28 million euro for the year 2016

• Net Financial Position

– Less than 400 million euro for the year 2014

– Less than 350 million euro for the year 2015

– Less than 200 million euro for the year 2016

VIII. EXISTENCE OF GUARANTEE AND/OR PLACEMENT CONSORTIA

(a) Reserved Increase

Given we are talking about a share capital increase reserved to the NewCo and given the category B shares are not to be listed, no guaran-

tee and/or placement consortia are envisaged, nor any forms of placement. 

It should be noted that, on the basis of the information communicated to the company on March 27, 2013 by future NewCo shareholders

(specifically Feidos 11, P&C, Intesa Sanpaolo S.p.A. and UniCredit S.p.A.) relating to the NewCo Term Sheet (as per previous paragraph I.B

of this Report, to which reference should be made), provision is made for the incorporation and capitalisation of a NewCo for the purposes

of the full subscription of the Reserved Increase (equal to around 70 million euro) by said NewCo, on the basis of the agreements reached

with the company as part of the Transaction in accordance with the Lenders Term Sheet, as well as the NewCo Term Sheet and under the

conditions of the respective understandings defined between said shareholders of the NewCo.

(b) Increase under Option

Despite no provision being made for the incorporation of guarantee and/or placement consortia, by means of separate communications re-

ceived by March 26, 2013, Camfin S.p.A., Assicurazioni Generali S.p.A., Mediobanca – Banca di Credito Finanziario S.p.A. and Intesa

Sanpaolo S.p.A., as subscribers to the Prelios Agreement, confirmed their commitment to the company, subject to certain conditions, inclu-

ding the obtainment of the necessary authorisations from the competent authorities, in terms of subscribing the Increase under Option for a

total amount of around 25 million euro.

On the basis of the information communicated to the company in relation to both the Lenders Term Sheet and the NewCo Term Sheet, the
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Lenders are, at present, required to guarantee their subscription of the shares offered under option that eventually remain unopted, for a total

maximum amount of 90 million euro, of which 5 million euro through the payment in cash (by P&C, Intesa Sanpaolo S.p.A. and UniCredit

S.p.A.) and 85 million euro through offsetting of a portion of receivables due from Lenders (on a pro-rata basis from all Lenders), pursuant to

the Club Deal Loan Agreement and the P&C Loan Agreement, according to the terms and conditions set out in the relative understandings

which will be reflected in the definitive agreements of the Transaction.

(c) Mandatory convertible bond and share capital increase in service of the conversion

Although the terms and conditions of the mandatory convertible bond will be subject to a separate resolution by the Board of Directors, as

with the terms and conditions of the share capital increase in service of the conversion, as a result of the conferral of the relative power to

issue mandatory convertible bonds, it is envisaged that, on the basis of the Lenders Term Sheet, the mandatory convertible bond will be ear-

marked for subscription by the company’s lenders in line with the terms indicated in paragraph IV. (c) above in this Report.

IX. CRITERIA FOR DETERMINING THE PRICE OF THE NEW SHARES AND ALLOCATION RATIO

As already reported, it should be pointed out that the Board of Directors also took account of the effects of the execution of the reverse share

split, subject to the cancellation of the ordinary shares held by the company, also to allow the overall balancing of the transaction without the

reduction in share capital, in accordance with terms of paragraph I above in this Report, for the purpose of determining the terms and con-

ditions of the share capital increases set out in points (a), (b) and (c) below.

(a) Reserved Increase

The Board of Directors, which met on March 27, 2013, approved the subscription price of 0.5953 euro per category B share (the

“Subscription Price”).

The Subscription Price was determined at the end of negotiations with potential investor Feidos 11, which started with an initial expression

of interest by Feidos at the end of August 2012, and led to the signing of the Framework Agreement in December 2012. In fact, the afore-

mentioned expression of interest contained a proposed structure of the corporate transaction, targeted at the recovery and rebalancing of

the financial structure, equity strengthening and industrial relaunch of the Prelios Group, as part of which a pre-money equity value of 50 mil-

lion euro was assumed as a term of reference for subsequent valuations (9).

In this regard, the Board of Directors took account of the general characteristics and terms of the Transaction, in the particular market con-

text and specific company situation, as part of the Restructuring Agreements and taking into consideration the characteristics of said cate-

gory B shares, both with reference to the absence of voting rights, and in terms of the dilutive effect (exclusively economic within the term for

conversion to ordinary shares) for current shareholders.

In particular, as regards the valuations of the Subscription Price, the Board of Directors took account of the following contextual aspects and

considerations:

1. the pre-money equity value proposed by the Industrial Investor represented a hypothetical term of reference, assumed to facilitate the

transaction, by proceeding with the negotiation of additional and equally significant elements in respect of which it was necessary to de-

fine a mutually beneficial agreement, in order to ensure the structure of the transaction met the overall needs of Prelios and was in line

with the proposed objectives. This original assumption was also confirmed after the communication of the data on September 30, 2012

and also remains unchanged following the close of the year at December 31, 2012. In addition, said value was, in any case, higher than

the expression of interest presented by the other operator who participated in the aforementioned competitive procedure as per para-

graph I.B of this Report;

2. the difficult situation faced by the company as a result of the ongoing negative scenario in Italy and persistent weakness in the real esta-

te market, which – aside from the negative results in the year for the company – led to a situation of insufficient liquidity to meet the com-

mitments undertaken to Lenders and, therefore, the need to acquire new financial resources. In the absence of financial equilibrium and

equity strengthening, crucial elements in the negotiations with the Industrial Investor, Prelios would not be in a position to optimise the

value of its assets in the medium/long-term, as the market dictates, but could find itself having to act as a forced seller in the short-term,

favouring cash generation to the detriment of the actual market values of its assets;

3. the projects and extraordinary transactions identified and implemented in 2012 to generate cash at a time of crisis for the sector confir-

med the market’s current inability to allow the adequate development of sales of individual assets, reasserting the need for extensive stren-

gthening which also involved the recapitalisation of the company;

4. the subsequent need to research and quickly implement – in view of the persistent market crisis and related problems in generating ad-

ditional cash flows through ordinary operations and/or the disposal of assets – a general long-term solution, which permitted the com-

pany to cope with a higher financial exposure than the one envisaged in the industrial plans drafted previously and, therefore, no longer

in line with the financial commitments undertaken, due to the impossibility of realising, at suitable values, the extraordinary transactions

initially set out in the cash plans, and therefore allowed the development of operating activities and the gradual and full development of

property assets;
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5. the identification of said solution (referred to in point 4 above) in the form of an extraordinary transaction – whose terms were defined with

the help of the company’s advisors – that was targeted at the industrial revival of the Group and made provision for: (i) the entry of new

shareholders to the shareholding structure who contributed not only new financial resources, but also industrial skills and the prospects

of development of new business, in order to pursue a more extensive Group relaunch project and also establish the conditions for impro-

ving the ability to generate new cash flows; (ii) the equity strengthening of the company; (iii) a significant liquidity injection; and (iv) the fi-

nancial rebalancing through a review of the Group’s overall debt; 

6. the results of the competitive process started by the company with the support of its advisors, through a structured search for parties

potentially interested in the extraordinary transaction outlined, which led to contacts being established with various operators, broken

down into three categories: (i) networks managed by national entrepreneurs; (i) entities with industrial integration projects; and (iii) finan-

cial investors/Italian and international private equity funds. In particular, upon the conclusion of said process, an analysis was conducted

of potential transactions suitable for the achievement of the aforementioned objective and which resulted in the receipt of two offers that

met the requirements, not limited solely to the valuation of company capital. 

These offers were assessed on the basis of the following main elements: (i) the contribution of industrial skills from the new shareholder,

augmenting those already possessed by the Group (the Feidos Group and the related management, in this sense, represent an expert

real estate company and a recognised name in the Italian market, with proven experience in business development, capable of creating

synergies and further developing the current structures and level of professionalism present in the Prelios Group); (ii) the proposed capi-

tal structure, including the review of debt to bring it down to a sustainable level; (iii) the amount of the total recapitalisation offered; (iv) the

contribution of new financial resources for the company; (v) less difficulty in implementing the proposed transaction with respect to ano-

ther offer which also made provision for industrial integration with other companies, as well as the recapitalisation and restructuring of

debt; (vi) the degree of completeness of the proposal and the number of items to be discussed; (vii) the deadlines for reaching agreement

on the review of the debt structure and for completion of the transaction; and (viii) the preliminary evaluations to emerge from a meeting

with the main Lenders, in terms of greater willingness to support the overall structure of the transaction and, in particular, as regards the

restructuring of debt, as proposed by one bidder over another;

7. the most general valuations by the Lenders and the shareholders in the Prelios Agreement, involved in the development of the various

activities and negotiations within the limits of their respective responsibility, that clearly have interests (in line with those of the sharehol-

ders) in maximising the company value over the medium/long-term and which, therefore, participate directly in said objective of financial

rebalancing and equity strengthening, within a framework of reasonable consistency between said elements, together with an aforemen-

tioned economic valuation, with respect to the stated objectives;

8. the overall assessment of the proposed transaction (in the particular market and specific Prelios context) by taking into account – as al-

ready mentioned – the outcome of the competitive process carried out and the fact that, at the current state of play, alternative transac-

tions are not possible, with respect to those realisable with Feidos within the necessary timescales for the company, for which the

Transaction referred to in this Report, where realised according to the envisaged terms and conditions, appears to be, on the whole, fun-

ctional for the achievement of Prelios’ turnaround objectives, providing said entity – within an evolving economic and market context –

with new growth and development prospects. In fact, alternative transactions to those proposed could not have overlooked the satisfac-

tion of immediate and stringent cash requirements through a process of valorisation of assets in the short-term which, in operating as a

forced seller, would have heavily penalised the actual values of sustainable assets solely in the medium-term, hence limiting the existing

skills and professionalism at Prelios, and making the prospect of an industrial revival of the Group extremely difficult;

9. the fact that the Subscription Price (despite supporting of the Industrial Investor’s offer) did not constitute a fundamental factor for the

purposes of the decision to proceed with the proposed extraordinary transaction. In this regard, it should be noted that for the purposes

of the definition of the distinguishing elements of the proposed share capital increase (of which a part is reserved) and in respect of an

offer based on a pre-money equity value of around 50 million euro, the reasons for partial exclusion from the option right and price de-

termination retain their consistency, given the general context of the Transaction and all the above details, also with regards to the com-

pany’s balance sheet as at the reference date of December 31, 2012, which reports statutory equity of around 4.6 million euro and con-

solidated equity of roughly 80.4 million euro. In fact, as already mentioned, the proposed pre-money equity value – and which the

Subscription Price is aligned with – is only partially linked to an actual appreciation in the values of the Group’s assets, and is considered

unitarily and strictly related to the other structural elements that qualify the Transaction that, in consideration of the current state of finan-

cial rigidity and company crisis, represent a significant criterion which must be observed, in terms of the Transaction’s approach and in

view of the Group’s ability to operate as a going concern, although which cannot be fully estimated using economic valuation models;

10. with reference to the trend in prices in the last half (one-month average of 0.0786 euro per share and six-month average of 0.0825 euro

per share) (10), but in particular with regards to the trend-based performance of Prelios’ share in the last three months following the noti-

fication of the uncertainties over the company’s ability to operate as a going concern and prior to the announcement of the signing of the

Framework Agreement (-27.6%), the Subscription Price appears to be consistent with recent share capital increases, representing a di-

scount of 18% with respect to the price on the day the Framework Agreement was signed and communicated to the market (0.072 euro).

Subsequently, it is reasonable to consider that the stock market had recorded increases which could be interpreted as appreciation, also

of the financial markets, with respect to the value of the Transaction targeted at the proposed turnaround. 
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In conclusion of the foregoing, taking into account all elements assessed previously, given no potential alternative transactions are realisable

at present, it is believed that the Transaction proposed by Feidos, carried out according to the terms and conditions described previously, ap-

pears to be suitable for the achievement of the objectives of restoration and rebalancing of the debt exposure and of the Group’s balance

sheet position. Therefore, the Subscription Price calculated, also taking into consideration the reverse share split, at 0.5953 euro per share,

is deemed to be suited to the circumstances and the current position and value of the Prelios Group.

The company appointed to carry out Prelios’ audit, Reconta Ernst & Young S.p.A., shall express its observations in a report to be drafted in

accordance with the provisions of art. 2441, par. 6, of the Italian Civil Code and art. 158 of Italian Legislative Decree no. 58 of February 24,

1998.

(b) Increase under Option

The Board of Directors, which met on March 27, 2013, resolved to propose to the shareholders’ meeting an issue price of 0.5953 euro per

share for the new ordinary shares (the “Issue Price”).

In determining the Issue Price, which is equal to the Subscription Price, the Board of Directors took account of not only the elements and ob-

servations described in paragraph IX. (a) above, but also of recent events which affected the company’s economic-equity situation, the trend

in the market value of Prelios’ shares in the second half, and the fact that shares deriving from the Increase under Option are to be offered to

all current company shareholders.

It should be pointed out that the Issue Price calculated for Ordinary Shares is equal to the Subscription Price of the category B shares offe-

red for the reserved share capital increase, despite the latter not entitling holders to voting rights and not being destined for listing, in order

to grant all shareholders, on an indiscriminate basis, the possibility of participating in the Transaction, avoiding significant dilutive effects and

thus able to benefit from the contribution of the above-mentioned non-economic values, at the same time achieving the objective of maintai-

ning the value of one’s investment through the implementation of the turnaround and restructuring plan.

The share allocation ratio deriving from the Increase under Option is, at the date of this Report, equal to 2.3 for each ordinary company share

already in circulation, also taking into account the fact that the 1,788 treasury shares held by the company – as a result of the proposed re-

verse share split, subject to the cancellation of 1,171,777 shares out of a total of 1,189,662 current treasury shares, also to allow the overall

balancing of the reverse share split, except in the case of the use of the remaining 17,885 treasury shares (prior to the reverse share split) to

facilitate the management of remainders – do not provide any option right and, therefore, the determination of the option ratio must take ac-

count of the relative increase.

(c) Mandatory convertible bond and share capital increase in service of the conversion

Although the determination of the conversion price of the mandatory convertible bond will be subject to a separate resolution by the Board

of Directors following the conferral of the associated issuing power, it is envisaged that, on the basis of the Lenders Term Sheet and in exe-

cution of Restructuring Agreements, the conversion price of the mandatory convertible bond will be equal to the higher of (i) the Issue Price

(equal to the Subscription Price and the Issue Price) and (ii) the average of stock market prices of Prelios shares in the month prior to the con-

version date.

Where, as presumed, said criterion is confirmed during the execution of the power conferred to the Board, it is deemed that said subscrip-

tion price at the time of the conversion is, therefore, consistent on the basis of the above observations made in relation to the Subscription

Price and the Issue Price respectively in previous paragraphs IX.(a) and IX.(b). In this regard and in addition to the observations already made,

it should also be noted that the early conversion mechanisms are a guarantee for the amount of company equity and, furthermore, that the

mandatory conversion (except for the cash option) allows the company to reduce its debt exposure without negative cash effects (in line with

the current financial rigidity), however, in respect of a low return on said instrument during its term. 

The company appointed to carry out Prelios’ audit, Reconta Ernst & Young S.p.A., shall express its observations in a report to be drafted in

accordance with the provisions of Art. 2441, par. 6, of the Italian Civil Code and Art. 158 of Italian Legislative Decree no. 58 of February 24,

1998.

X. SHAREHOLDERS WHO EXPRESSED WILLINGNESS TO SUBSCRIBE THE NEWLY ISSUED SHARES AND ANY
UNEXERCISED OPTION RIGHTS

(a) Reserved Increase

Please refer to paragraph VIII.(a) of this Report.

(b) Increase under Option

Please refer to paragraph VIII.(b) of this Report.

XI. EXPECTED TERM FOR EXECUTION OF THE TRANSACTION

(a) Reserved Increase
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In consideration of the fact the shareholders’ meeting was called to approve the Transaction on May 8, 2013, the Reserved Increase is ex-

pected to commence around June/July 2013 or, in any case, within the deadline of one year from the resolution date, subject to the condi-

tions set out in the definitive agreements signed by the Transaction participants being met.

Any conversion of category B shares involved in the Reserved Increase to ordinary shares shall occur on satisfaction of the conditions agre-

ed by the parties for the conversion and reflected in Prelios’ new Articles of Association, or in the event of the transfer to third parties (who

are not already directly holders of category B shares) or the launch of a take-over bid and/or take-over bid with share swap involving Prelios

shares.

(b) Increase under Option

The Increase under Option is, at present, expected to be completed, consistent with the obtainment of the necessary authorisations from the

regulatory authorities, between June and August 2013 or, in any case, within the deadline of one year from the resolution date. It should be

noted that the launch of the offer under option of new shares can only take place after the publication of the corresponding prospectus, sub-

ject to the certificate of no impediment issued by the competent authorities.

(c) Mandatory convertible bond and share capital increase in service of the conversion

Based on the power which is proposed to be assigned to the Board of Directors, the mandatory convertible bond is expected to be issued

on the basis of Restructuring Agreements, subject to the resolution of the Board of Directors, following the execution of the Share Capital

Increases referred to in previous paragraphs XI.(a) and XI.(b), and the subsequent share capital increase in service of the conversion shall be

implemented according to the terms, conditions and methods better defined by the Board of Directors, in any case, according to the con-

tents of paragraph IV. (c) in this Report, within a maximum of 10 (ten) years from the date of issue of the bonds traditionally agreed, effective

as of January 1, 2013.

XII. DIVIDEND RIGHTS OF SHARES

Newly issued ordinary shares deriving from the Increase under Option will offer regular dividends and guarantee holders with equal rights with

respect to ordinary Prelios shares already in circulation at the time of issue.

Category B shares deriving from the Reserved Increase are special category shares with no voting rights and not destined for listing; they are

converted to ordinary shares (destined for listing), according to the provisions of Prelios’ new Articles of Association, in the event of the tran-

sfer to third parties or the launch of a take-over bid and/or take-over bid with share swap involving Prelios shares.

XIII. PRO-FORMA ECONOMIC-EQUITY AND FINANCIAL EFFECTS

Also taking into consideration that, on the basis of the Lenders Term Sheet which will be reflected in the Restructuring Agreements, the ove-

rall review of the company’s financial debt structure and of the subsequent restructuring of the debt exposure is expected to take effect on

January 1, 2013, a pro-rata representation, compared to 2012, of the economic-equity and financial effects of the overall turnaround opera-

tion and of proposed share capital increases set out in this Report, which are currently expected to be completed by the end of the current

year, is not deemed to be significant.

XIV. EFFECTS ON THE UNIT VALUE OF THE SHARES

The execution of the Transaction and, in particular, the Share Capital Increases, will involve the following effects on the unit value of the sha-

res and on the implied book value.
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Number of Share capital Prelios S.p.A. Implied book value Prelios S.p.A. equity
shares issued (€) equityt (€ per share) (€ per share)

December 31, 2012 841.171.777 218.877.613 4.552.089 0,2602 0,0054

Reduction in share capital due to losses 841.171.777 4.881.623 4.552.089 0,0058 0,0054

Cancellation of ordinary shares 840.000.000 4.881.623 4.552.089 0,0058 0,0054

Reduction through 1:10 reverse share split 840.000.000 4.881.623 4.552.089 0,0581 0,0542

Post share capital increase under option 277.195.887 119.891.134 119.561.601 0,4325 0,4313

Post reserved share capital increase 394.793.383 189.896.223 189.567.390 0,4810 0,4802

As shown in the previous table, due to the transaction as a whole, the unit value of the shares would move from an implied book value of

0.2602 euro as at the reference date of December 31, 2012 (compared to a statutory equity value of 0.0054 euro per share and a consoli-

dated equity value of 0.0956 euro per share as at said reference date) to an implied book value, post-execution of the Share Capital Increases,

of 0.4810 euro (compared to a statutory equity value of 0.4802 euro per share and a consolidated equity value of 0.6723 euro per share).

The tables below describe, merely for illustrative purposes, the possible dilutive effects of the Transaction, in relation to both economic capi-

tal and solely voting capital, deriving from the implementation of the Share Capital Increases, on the basis of the main assumptions and hy-

potheses indicated below.

It should also be noted that, as a result of the exercise of the power by the Board of Directors (pursuant to item 1.e) of the agenda of the

Shareholders’ Meeting) for the actual issue of the mandatory convertible bond for an amount that will be determined and the subsequent con-

version (on maturity of said mandatory convertible bond or early), the dilutive effects of the conversion will vary, on the basis of, among other

things, not only the timescales and the actual measurement used to attain the conversion (also taking into account the cash option for re-

demption exercisable by the company), but also the conversion price at the relevant date.

[continued on next page]
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(a) TOTAL SUBSCRIBED BY THE MARKET (11) 

• Shareholder structure post share capital increase:

Voting capital:

Economic capital:

(b) NON-SUBSCRIPTION BY THE MARKET (12) 

• Shareholder structure post share capital increase:

Voting capital:

Economic capital:

(11) Assuming the full subscription of the Increase under Option by the market and certain shareholders of the current Prelios Agreement (totalling around 25 million euro).

(12) Assuming, in any case, the subscription of the Increase under Option by certain shareholders of the current Prelios Agreement (totalling around 25 million euro).

(*) Including non-agreement shares

(*) Including non-agreement shares

**) Includes treasury shares

(*) Including non-agreement shares

(**) Total investment of Intesa Sanpaolo stands at 7.1% post

share capital increase

(*) Including non-agreement shares

(**) Includes treasury shares
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XV. AMENDMENTS TO THE ARTICLES OF ASSOCIATION

In the event the shareholders approve the proposals concerning the reverse share split, the reduction of share capital and the Share Capital

Increases pursuant to this Report, for the reasons already reported, it will subsequently be necessary to amend articles 5 and 6, as well as

introduce a new article 6-bis to the company’s Articles of Association.

Furthermore, in consideration of the legislative amendments made to art. 158 of Italian Legislative Decree no. 58 of February 24, 1998 by

Italian Legislative Decree no. 184 of October 11, 2012, it is proposed that art. 5.2 of the Articles of Association be reviewed, to bring it into

line with the new legislative arrangement.

A comparison is shown below of the text of articles 5 and 6 of the current Articles of Association and the text of the new Articles of

Association, including the text of new article 6-bis, which is proposed for adoption. Entries in italics and crossed out outline the current text

of the Articles of Association which is to be eliminated or amended, and entries in bold in the proposed text highlight the changes to be made

and, subsequently, the text of the new Articles of Association that shall be adopted by the company following the resolution of the sharehol-

ders’ meeting.

It should be noted that category B shares that will be issued in execution of the Reserved Increase will have the same characteristics as or-

dinary shares, but do not entitle holders to any voting rights. These category B shares are converted to ordinary shares, according to a ratio

of one ordinary share for every category B share, in accordance with the terms and conditions indicated in this Report. In addition, no cate-

gory B shares will need to be admitted for listing, while at the time of the conversion of these shares to ordinary shares, the latter will be li-

sted, similar to the ordinary shares currently in issue, as envisaged by the agreements in relation to the Transaction.

256

PROPOSED TEXT

SHARE CAPITAL AND SHARES

Article 5

5.1 The paid-in and subscribed share capital totals euro [•] ([•]) di-
vided into [•] ordinary shares without face value.

The extraordinary shareholders’ meeting of [•] resolved to ap-
prove:
(i) an indivisible share capital increase against payment, for a
total amount of 70,005,789.37 euro (seventy million, five thou-
sand, seven hundred and eighty nine point thirty seven), with
the exclusion of the option right pursuant to Art. 2441, par. 5 of
the Italian Civil Code, as amended by Italian Legislative Decree
no. 184 of October 11, 2012, through the issue of 117,597,496
(one hundred and seventeen million, five hundred and ninety
seven thousand, four hundred and ninety six) category B sha-
res (“Category B Shares”), convertible to ordinary shares, at a
subscription price of 0.5953 euro (zero point five thousand nine
hundred and fifty three) per share, to be performed by [•] 
(ii) a divisible share capital increase against payment for a ma-
ximum total amount of 115,009,511.53 euro (one hundred and
fifteen million, nine thousand, five hundred and eleven point
fifty three), through the issue of up to 193,195,887 (one hun-
dred and ninety three million, one hundred and ninety five thou-
sand, eight hundred and eighty seven) ordinary shares, at a
subscription price of 0.5953 euro (zero point five thousand nine
hundred and fifty three) per share, with the same characteri-
stics as those in circulation to be offered under option to enti-
tled parties. This increase is to be effected by [•]; and
(iii) pursuant to Art. 2420-ter, par. 2 of the Italian Civil Code, the
assignment to the Board of Directors of the right to issue a ma-
ximum of a nominal 269,000,000.00 euro (two hundred and
sixty nine million point zero), in bonds subject to mandatory
conversion (mandatory convertible bonds) to ordinary and/or
Category B Shares, with the exclusion of the option right pur-
suant to Art. 2441, par. 5 of the Italian Civil Code, with the sub-
sequent divisible increase in share capital for a maximum of
297,644,375.01 euro (two hundred and ninety seven million, six
hundred and forty four thousand, three hundred and seventy
five point zero one), in service of the conversion of the financial
instrument, to be carried out through the issue of up to
499,990,551 (four hundred and ninety nine million, nine hun-
dred and ninety thousand, five hundred and fifty one) ordinary
shares and up to 144,678,117 (one hundred and forty four mil-

CURRENT TEXT

SHARE CAPITAL AND SHARES

Article 5

5.1 The paid-in and subscribed share capital totals euro

218,877,613.14 (two hundred and eighteen million, eight

hundred and seventy seven thousand, six hundred and thir-

teen, point fourteen) divided into 841,171,777 (eight hundred

and forty one million, one hundred and seventy one thou-

sand, seven hundred and seventy seven) shares without face

value.
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lion, six hundred and seventy eight thousand, one hundred and
seventeen) Category B Shares, shares with no face value, with
regular dividends, with the same characteristics, respectively,
as ordinary shares and Category B Shares in circulation at the
issue date, to be used exclusively for the mandatory conver-
sion, the right to be exercised once the share capital increase
referred to in points (i) and (ii) has been performed and, none-
theless, within a maximum of one year from the resolution date,
with the additional right of the Board of Directors to establish
all terms and conditions of the mandatory convertible bond,
as with the share capital increase in service of the mandatory
conversion.
Following the execution of the share capital increases set forth
in previous points (i) and (ii), as well as the exercise of the
power pursuant to point (iii), the Board of Directors is authori-
sed to proceed with all subsequent formalities, including the-
rein, the updating of the Articles of Association and
subsequent filing at the Register of Companies.

5.2 In resolutions to increase share capital against payment, the op-

tion right can be excluded for the maximum amount of ten percent

of the pre-existing share capital, as long as the issue price equates

to the market value of the shares and that this is confirmed in a spe-

cific report prepared by an external auditor or external auditing
company.

Article 6

6.1 Shares are registered and indivisible. The shares are without
face value and are issued in dematerialised form.
6.2 The ordinary shares enjoy all rights expressly recognised by
law and these Articles of Association. Category B Shares have
the same characteristics as ordinary shares but do not entitle
holders to any voting rights. These Category B Shares are con-
verted to ordinary shares, according to a ratio of one ordinary
share for every Category B Share, in the event of the transfer
referred to Art. 6-bis below, or the launch of a take-over bid
and/or take-over bid with share swap involving company sha-
res.
6.3 The company may increase the share capital also by means of

conferrals other than in cash. The company may also issue catego-

ries of shares which provide specific rights, within the limits permit-

ted by current pro-tempore legislation.

6.4 Any introduction or removal of constraints concerning the circu-

lation of shares does not attribute the right to withdraw to any sha-

reholders who did not participate in the approval of the relevant

resolution.

Article 6-bis
6-bis.1 Ordinary shares and Category B Shares are freely tran-
sferable, except as provided for in this Art. 6-bis.
6-bis.2 In the event of transfer of Category B Shares to parties
that are not already directly holders of Category B Shares, the
transfer will involve the automatic conversion of said Category
B Shares involved in the transfer to ordinary company shares,
as envisaged by paragraph 6.2 above. By contrast, said con-
version shall not be carried out in the event of the transfer to
parties directly or indirectly controlled by parties that are al-
ready holders of Category B Shares.
6-bis.3 Transfer means any act carried out on a voluntary or
forced basis, both against payment and free of charge, during
a person’s lifetime or upon death, realised in any form and/or
any event which, directly or indirectly, results in the transfer,
establishment and/or transfer of the right to own ordinary sha-
res and/or Category B Shares, including therein any instru-
ments convertible to ordinary shares and Category B Shares,
option rights and/or rights to purchase and/or subscribe ordi-
nary shares and/or Category B Shares and instruments con-

5.2 In resolutions to increase share capital against payment,

the option right can be excluded for the maximum amount of

ten percent of the pre-existing share capital, as long as the

issue price equates to the market value of the shares and this

is confirmed in a specific report prepared by an auditing com-

pany.

Article 6

6.1 The shares are ordinary and registered.

6.2 The company may increase the share capital also by

means of conferrals other than in cash. The company may

also issue categories of shares which provide specific rights,

within the limits permitted by current pro-tempore legislation.

6.3 Any introduction or removal of constraints concerning the

circulation of shares does not attribute the right to withdraw

to any shareholders who did not participate in the approval of

the relevant resolution.
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vertible to ordinary shares and Category B Shares to which the
holders of the same are entitled.
6-bis.4 As a result of the conversion of Category B Shares to
ordinary shares, the Board of Directors is authorised to pro-
ceed with all subsequent formalities, including therein, the up-
dating of the Articles of Association and subsequent filing at
the Register of Companies.
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The Board of Directors does not believe that the above-mentioned amendments to the Articles of Association involve, for Prelios sharehol-

ders, the right of withdrawal pursuant to Art. 2437 of the Italian Civil Code.

* * * *

PROPOSED RESOLUTION ON THE MATTER
INCLUDED IN ITEM 1 ON THE AGENDA OF THE EXTRAORDINARY PART

OF THE SHAREHOLDERS’ MEETING CALLED FOR MAY 8, 2013

Dear Shareholders,

in consideration of the information reported in this Report, if you are in agreement with the above, we invite you to assume the following re-

solution, as regards its individual items, which shall be put to a vote on an individual basis according to following order:

RESOLVES

1. to carry out a reverse share split, according to a ratio of 1 new ordinary share, with no face value and regular dividends, to every 10 or-

dinary Prelios S.p.A. shares held, subject to prior cancellation, to allow the overall balancing of the reverse share split transaction, of the

1,171,777 ordinary shares held by the Prelios S.p.A., without a reduction in share capital; 

2. to proceed with the coverage of the loss of 213,995,990.64 reported in the financial statements of Prelios S.p.A. for the year ended as

at December 31, 2012, through the reduction for a corresponding amount of share capital, which therefore decreases from

218,877,613.14 euro to 4,881,622.50 euro, with no cancellation of shares;

3. to increase share capital, against payment, in indivisible form, for a total amount of 70,005,789.37, reserved to a special purpose vehicle

– in which Feidos 11 S.p.A., Pirelli & C. S.p.A., Intesa Sanpaolo S.p.A. and UniCredit S.p.A. have an interest – and, therefore, with the

exclusion of the option right pursuant to Art. 2441, par. 5 of the Italian Civil Code, through the issue of 117,597,496 category B shares,

convertible to ordinary shares, at a subscription price of 0.5953 per share, to be subscribed in cash and to be performed within the dea-

dline of one year from the resolution date. The category B shares do not entitle holders to voting rights and are not destined for listing;

4. to increase share capital increase, against payment, in divisible form, for a total maximum amount of 115,009,511.53 euro, to be offered

under option to all company shareholders, pursuant to Art. 2441, par. 1 of the Italian Civil Code, through the issue of up to 193,195,887

ordinary shares, at a subscription price of 0.5953 euro per share, with regular dividends and identical characteristics to Prelios shares in

circulation at the time of their issue. This increase under option, to be subscribed in cash or also through the offsetting or waiving of re-

ceivables due to the company, must be performed within the deadline of one year from the resolution date;

5. to assign the Board of Directors, pursuant to Art. 2420-ter, par. 2 of the Italian Civil Code, the right to issue a maximum of a nominal

269,000,000.00 euro (two hundred and sixty nine million point zero), in bonds subject to mandatory conversion (mandatory convertible

bonds) to ordinary and/or category B shares, with the exclusion of the option right pursuant to Art. 2441, par. 5 of the Italian Civil Code,

with the subsequent divisible increase in share capital for a maximum of 297,644,375.01 euro, to be carried out through the issue of up

to 499,990,551 ordinary shares and a maximum of 144,678,117 category B shares, shares with no face value, with regular dividends,

with the same characteristics as those in circulation at the issue date, the right to be exercised once the share capital increase referred

to in points (i) and (ii) has been performed and, nonetheless, within a maximum of one year from the resolution date, with the additional

right of the Board of Directors to establish all terms and conditions of the mandatory convertible bond, as with the share capital increa-

se in service of the mandatory conversion;

6. to subsequently amend articles 5 and 6 and introduce a new article 6-bis to the Articles of Association as follows:
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CURRENT TEXT

SHARE CAPITAL AND SHARES

Article 5

5.1 The paid-in and subscribed share capital totals euro

218,877,613.14 (two hundred and eighteen million, eight

hundred and seventy seven thousand, six hundred and thir-

teen, point fourteen) divided into 841,171,777 (eight hundred

and forty one million, one hundred and seventy one thou-

sand, seven hundred and seventy seven) shares without face

value.

5.2 In resolutions to increase share capital against payment,

the option right can be excluded for the maximum amount of

ten percent of the pre-existing share capital, as long as the

PROPOSED TEXT

SHARE CAPITAL AND SHARES

Article 5

5.1 The paid-in and subscribed share capital totals euro [•] ([•]) di-
vided into [•] ordinary shares without face value.

The extraordinary shareholders’ meeting of [•] resolved to ap-
prove:
(i) an indivisible share capital increase against payment, for a
total amount of 70,005,789.37 euro (seventy million, five thou-
sand, seven hundred and eighty nine point thirty seven), with
the exclusion of the option right pursuant to Art. 2441, par. 5 of
the Italian Civil Code, as amended by Italian Legislative Decree
no. 184 of October 11, 2012, through the issue of 117,597,496
(one hundred and seventeen million, five hundred and ninety
seven thousand, four hundred and ninety six) category B sha-
res (“Category B Shares”), convertible to ordinary shares, at a
subscription price of 0.5953 euro (zero point five thousand nine
hundred and fifty three) per share, to be performed by [•];
(ii) a divisible share capital increase against payment for a ma-
ximum total amount of 115,009,511.53 euro (one hundred and
fifteen million, nine thousand, five hundred and eleven point
fifty three), through the issue of up to 193,195,887 (one hun-
dred and ninety three million, one hundred and ninety five thou-
sand, eight hundred and eighty seven) ordinary shares, at a
subscription price of 0.5953 euro (zero point five thousand nine
hundred and fifty three) per share, with the same characteri-
stics as those in circulation to be offered under option to enti-
tled parties. This increase is to be effected by [•]; and 
(iii) pursuant to Art. 2420-ter, par. 2 of the Italian Civil Code, the
assignment to the Board of Directors of the right to issue a ma-
ximum of a nominal 269,000,000.00 euro (two hundred and
sixty nine million point zero), in bonds subject to mandatory
conversion (mandatory convertible bonds) to ordinary and/or
Category B Shares, with the exclusion of the option right pur-
suant to Art. 2441, par. 5 of the Italian Civil Code, with the sub-
sequent divisible increase in share capital for a maximum of
297,644,375.01 euro (two hundred and ninety seven million, six
hundred and forty four thousand, three hundred and seventy
five point zero one), in service of the conversion of the financial
instrument, to be carried out through the issue of up to
499,990,551 (four hundred and ninety nine million, nine hun-
dred and ninety thousand, five hundred and fifty one) ordinary
shares and up to 144,678,117 (one hundred and forty four mil-
lion, six hundred and seventy eight thousand, one hundred and
seventeen) Category B Shares, shares with no face value, with
regular dividends, with the same characteristics, respectively,
as ordinary shares and Category B Shares in circulation at the
issue date, to be used exclusively for the mandatory conver-
sion, the right to be exercised once the share capital increase
referred to in points (i) and (ii) has been performed and, none-
theless, within a maximum of one year from the resolution date,
with the additional right of the Board of Directors to establish
all terms and conditions of the mandatory convertible bond,
as with the share capital increase in service of the mandatory
conversion.
Following the execution of the share capital increases set forth
in previous points (i) and (ii), as well as the exercise of the
power pursuant to point (iii), the Board of Directors is authori-
sed to proceed with all subsequent formalities, including the-
rein, the updating of the Articles of Association and
subsequent filing at the Register of Companies.
5.2 In resolutions to increase share capital against payment, the op-

tion right can be excluded for the maximum amount of ten percent

of the pre-existing share capital, as long as the issue price equates

259-282 (aprire in 6).qxp  3-05-2013  16:41  Pagina 260



PROPOSED RESOLUTION  | PRELIOS GROUP | ANNUAL FINANCIAL REPORT 2012

261

issue price equates to the market value of the shares and this

is confirmed in a specific report prepared by an auditing com-

pany.

Article 6

6.1 The shares are ordinary and registered.

6.2 The company may increase the share capital also by

means of conferrals other than in cash. The company may

also issue categories of shares which provide specific rights,

within the limits permitted by current pro-tempore legislation.

6.3 Any introduction or removal of constraints concerning the

circulation of shares does not attribute the right to withdraw

to any shareholders who did not participate in the approval of

the relevant resolution.

to the market value of the shares and that this is confirmed in a

specific report prepared by an external auditor or external audi-
ting company.

Article 6

6.1 Shares are registered and indivisible. The shares are without
face value and are issued in dematerialised form.
6.2 The ordinary shares enjoy all rights expressly recognised by
law and these Articles of Association. Category B Shares have
the same characteristics as ordinary shares but do not entitle
holders to any voting rights. These Category B Shares are con-
verted to ordinary shares, according to a ratio of one ordinary
share per each Category B share, in the event of the transfer
referred to Art. 6-bis below, or the launch of a take-over bid
and/or take-over bid with share swap involving company sha-
res.
6.3 The company may increase the share capital also by means of

conferrals other than in cash. The company may also issue catego-

ries of shares which provide specific rights, within the limits permit-

ted by current pro-tempore legislation.

6.4 Any introduction or removal of constraints concerning the circu-

lation of shares does not attribute the right to withdraw to any sha-

reholders who did not participate in the approval of the relevant

resolution.

Article 6-bis
6-bis.1 Ordinary shares and Category B Shares are freely tran-
sferable, except as provided for in this Art. 6-bis.
6-bis.2 In the event of transfer of Category B Shares to parties
that are not already directly holders of Category B Shares, the
transfer will involve the automatic conversion of said Category
B Shares involved in the transfer to ordinary company shares,
as envisaged by paragraph 6.2 above. By contrast, said con-
version shall not be carried out in the event of the transfer to
parties directly or indirectly controlled by parties that are al-
ready holders of Category B Shares.
6-bis.3 Transfer means any act carried out on a voluntary or
forced basis, both against payment and free of charge, during
a person’s lifetime or upon death, realised in any form and/or
any event which, directly or indirectly, results in the transfer,
establishment and/or transfer of the right to own ordinary sha-
res and/or Category B Shares, including therein any instru-
ments convertible to ordinary shares and Category B Shares,
option rights and/or rights to purchase and/or subscribe ordi-
nary shares and/or Category B Shares and instruments con-
vertible to ordinary shares and Category B Shares to which the
holders of the same are entitled.
6-bis.4 As a result of the conversion of Category B Shares to
ordinary shares, the Board of Directors is authorised to pro-
ceed with all subsequent formalities, including therein, the up-
dating of the Articles of Association and subsequent filing at
the Register of Companies.
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7. to assign the Board of Directors all the widest powers to establish the methods, terms and conditions of the issue of the mandatory con-

vertible bond and the subsequent share capital increase (pursuant to previous point 5) including therein, among other things, the power

to determine, also on the basis of agreements with the company’s Lenders, the conversion price, the events and the methods of con-

version, including early conversion, to ordinary and/or category B shares (or solely to ordinary shares if, before the conversion date, the

category B shares have been converted to ordinary shares), the methods of adjustment of the conversion price, if any, and any other

aspect, term and condition of the issue and of said mandatory convertible bonds and the subsequent increase in share capital in servi-

ce of the conversion;

8. to confer the Board of Directors and, on its behalf, the Chairman and the Chief Executive Officer temporarily in office, also separately, all

powers and faculties for implementing the above resolutions and to carry out any act and/or formality needed for these to be recorded

in the Register of Companies and, in particular (i) to execute the reverse share split transactions, subject to cancellation of part of the cur-

rent treasury shares, also to allow the overall balancing of the transaction and sale of the remaining treasury shares, in order to facilitate

the management of remainders, without the reduction in share capital, establishing, also in agreement with the competent authorities, the

associated timescales and methods, (ii) to implement the reduction in share capital to cover losses (where possible, in a way that is es-

sentially consistent with the execution of the reverse share split transactions) and (iii) to execute the resolved share capital increases, also

taking into account the increase resulting from the non-entitlement to option rights on treasury shares still held following the reverse share

splits and according to the characteristics defined pursuant to points 3 and 4 above (as well as, when the conditions are met, the increa-

se in share capital in service of the conversion set forth in previous point 5), with all necessary powers to carry out any necessary or in-

cumbent act and with the express authority, among other things, to take any due steps to implement the same, according to the legal

terms and on the basis of the agreements signed by the company, and in particular, to establish the terms for the offer on the stock mar-

ket of unopted rights, and for the placement with third parties of shares that remain unsubscribed after the stock market offering and

drafting and preparing all documents needed for the purpose of the resolved transaction, including therein, by way of an example, offer

documentation, information documents and the prospectus or authorisation or exemption requests and/or applications to the competent

authorities; 

9. to authorise the Chairman and the Chief Executive Officer temporarily in office, also separately, to file and publish, pursuant to law, when

necessary, the text of amended articles in the Articles of Association, updated with the changes made by means of this resolution and

following the relative execution of the same;

10. to authorise the Chairman and the Chief Executive Officer temporarily in office, to carry out all necessary and appropriate acts to obtain

legal approval of the aforementioned resolutions, with the right to accept and introduce to said resolutions any formal and non-essential

amendment and/or addition deemed necessary during the registration phase or, in any case, requested by the authorities.

*.*.*.*

*.*

MANAGER RESPONSIBLE FOR CORPORATE FINANCIAL REPORTING

The Manager responsible for corporate financial reporting of Prelios S.p.A. 

Mr. Angelo Cattaneo, hereby declares – pursuant to Art. 154-bis, par. 2 of Italian Legislative Decree no. 58 of February 24, 1998 – that the

accounting information in this Directors’ Report corresponds to the documentary results, books and accounting entries of the company;

Signed

Mr. Angelo Cattaneo

(Manager responsible for 

corporate financial reporting)
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ANNEXES

A. Opinion of the independent auditors on the fairness of the share issue price for the share capital increase with exclusion of the option

right (art. 158, italian legislative decree No. 58 of february 24, 1998).
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B. Comments by the board of statutory auditors

(in accordance with Article 2446 of the Italian Civil Code and Article 74, first paragraph of the

Regulation adopted by Consob with resolution no. 11971 of May 14, 1999, as amended)

Dear Shareholders,

As you will recall, the Shareholders’ Meeting of December 18, 2012 acknowledged the following (i) balance sheet and income statement of Pre-

lios S.p.A. as at September 30, 2012, (ii) the Directors’ Report drawn up in accordance with Article 2446 of the Italian Civil Code and in accor-

dance with Article 74, first paragraph of the Regulation adopted by Consob with resolution no. 11971 of May 14, 1999, as amended (hereinafter

the “Issuers’ Regulation”) and (iii) the Comments by the Board of Statutory Auditors, and decided to approve the balance sheet of the Com-

pany as at September 30, 2012 and postpone adoption of the provisions pursuant to Article 2446 of the Italian Civil Code to a date to be pro-

posed by the Board of Directors, including in relation to the development and implementation of the planned extraordinary transactions aimed

at restructuring the overall financial and capital structure of the Company in accordance with the provisions of paragraph 2 of Article 2446 of

the Italian Civil Code. To this end, please refer to the considerations and assessments reported in the Comments by the Board of Statutory Au-

ditors made and published within the terms set out by law.

On March 27, 2013, the Board of Directors of Prelios S.p.A. (hereinafter “Prelios” or the “Company”) approved:

(i) the Transaction, mentioned herein, aimed at strengthening the capital position (including recapitalization of the Company, aimed also at

admitting new industrial partners), readjusting the overall financial structure and the resulting restructuring and the launch of the prospects

for industrial development of the Company and the Group;

(ii) the draft financial statements for the year ended as at December 31, 2012 (hereinafter the “Draft Financial Statements”), showing a loss

for the financial year of 213,995,990.64 euro, confirming the reduction of over a third of the share capital at the end of 2012 in accordance

with Art. 2446 of the Italian Civil Code;

(iii) the Directors’ Report, drafted in accordance with Art. 125-ter of Italian Legislative Decree no. 58/1998 and Articles 72, first paragraph and

74, first paragraph, of the Issuers’ Regulation, and in compliance with the provisions of schedules nos. 2, 3 and 5 of Annex 3A of the Is-

suers’ Regulation regarding the topics in point (iv) below (hereinafter the “Report”);

(iv) the calling of a Shareholders’ Meeting for May 8, 2013 in order to approve the financial statements for the financial year 2012 among other

matters, in the Ordinary section, and the following in the Extraordinary section:

• the reduction, by the reverse split of the number of ordinary shares at a ratio of 1 ordinary share to every 10 ordinary shares held,

subject to cancellation of the ordinary shares held by the Company to permit the overall balancing of the transaction without redu-

cing the share capital; 

• the reduction of share capital for losses in accordance with Article 2446 of the Italian Civil Code; 

• the indivisible share capital increase, against payment, reserved, and therefore with exclusion of the option right, in accordance with

Art. 2441, fifth paragraph of the Italian Civil Code, by issue of 117,597,496 category B shares which can be converted into ordinary

shares (at a ratio of one ordinary share for each category B share) at a subscription price of 0.5953 euro per share, for a total amount

of 70,005,789.37 euro, to be subscribed to in cash;

• the divisible share capital increase, against payment, to be offered in option to all the Company shareholders in accordance with Art.

2441, paragraph 1 of the Italian Civil Code, by issue of 193,195,887 ordinary shares at an issue price of 0.5953 euro per share, with

standard entitlements and the same properties as the outstanding Prelios shares when issued, for a total maximum amount of

115,009,511.53 euro, to be subscribed to in cash or if necessary by payment or waiver of the loans with the Company;

• assignment to the Board of Directors - in accordance with Art. 2420-ter, paragraph 2 of the Italian Civil Code, of the power to issue

mandatory conversion bonds for a maximum nominal amount of 269,000,000.00 euro in ordinary shares and/or category B shares,

with exclusion of the option right in accordance with Art. 2441, paragraph 5 of the Italian Civil Code, with resulting divisible share ca-

pital increase to serve the bond conversion exclusively, for a maximum of 297,644,375.01 euro, which may be carried out within a

maximum period of 7 (seven) years, subject to extension of a further 3 (three) years, from the issue of the bonds (hereinafter the

“Convertible bond”). This power may be exercised once the capital increase mentioned above has been carried out, and in any case

within a maximum period of one year from the decision date, with the further option of the Board of Directors to establish the rate

and duration of the instrument, and all the other terms and conditions, just as with the capital increase serving the conversion.

To that end, the provisions of the Report (which should be referred to in its entirety) regard and add to the provisions that must be adopted in

accordance with the above-mentioned Art. 2446 of the Italian Civil Code, already postponed - as noted - by the aforementioned Shareholders’

Meeting of December 18, 2012, and more specifically, represents the implementation of the necessary measures, that, subject to the reverse

split of the existing ordinary shares and the reduction of the capital to pay off the losses as at December 31, 2012, provide for the following:

(i) the equity strengthening of the Company, also to be carried out through the increase in the current shareholder structure with the entry of

a new industrial shareholder; and 
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(ii) the complete review of the present financial debt structure in order to restructure the current debt exposure and ensure the rebalancing

of the financial position through a redevelopment plan and the associated restructuring agreements

The measures set out under points (i) and (ii) above were considered by the Board of Directors to be suitable for re-launching the prospects

for industrial development and strengthening the Prelios capital structure, in addition to readjusting the overall financial structure of the Com-

pany and the Prelios Group.

More specifically, the Directors’ Report sets out the initiatives undertaken during 2012, with the help of their advisors, to pursue the capital stren-

gthening through the introduction of new financial resources, readjustment of the overall financial structure and the resulting restructuring, and

the launch of the prospects for industrial development of the Company and the Group - including on the basis of the willingness of the main

lenders of Prelios and the members of the Prelios shareholders’ to give their support - which took shape in the definition of the planned tran-

saction (hereinafter the “Transaction”). 

On the basis of the agreements reached, we note the following in particular:

• that debt restructuring agreements have been established with the lenders of the Company in accordance with a term sheet that has been

agreed upon;

• the commitment by the main lenders of the Company and shareholders who are members of the Prelios shareholders’ agreement, and

the new industrial partner, to sign and/or guarantee the subscription to the share capital increase if approved by the Shareholders’ Mee-

ting;

• that the Transaction will be put in place in implementation of the Strategic Plan for 2013-2016, approved by the Board of Directors on March

27, 2013, and confirmed, on March 28, 2013, in accordance with Art. 67, paragraph 3, letter d), Royal Decree no. 267/1942, by the in-

dependent expert, Mr Mario Civetta (hereinafter the “Plan”), who confirmed the truthfulness of the company figures and the feasibility of

the Plan and its suitability to pursue the restructuring and readjustment objectives with respect to the financial position of the company;

• that in summary, the Transaction provides for the (i) recapitalization of the Company by a capital increase for a total of 185 million euro

and restructuring of the existing debt in accordance with the Plan, on the basis of which 250 million euro will continue to be loans (super-

senior and senior) and up to 269 million euro will be converted into convertible debt instruments (known as “Convertible bonds”) with cash

options for the repayment that can be exercised by the Company.

The Directors consider that in today’s market scenario, the shares issued and being issued, aimed at finalising the aforementioned Transaction

- as planned on the basis of the agreements signed and the undertakings made by all the parties involved, as also indicated in the Report -

are aimed at restructuring the Company and launching the prospects for industrial development of the Prelios Group in order to allow it to con-

tinue to operate as an ongoing concern, thanks to strengthening the capital and readjusting the economic-financial position of the Company

through the introduction of new financial resources and restructuring the existing debt.

In addition, the Directors note the uncertainties that may be related to implementation of the Transaction, considering also developments in the

reference market context, which represents - as things stand and in accordance with what can be reasonably expected for the future - the con-

dition for the Group to maintain its capital and financial equilibrium on a long-term basis.

The Directors’ Report also presented the prospects regarding the following:

– the balance sheet and income statement of the Company for the financial year closed as at December 31, 2012;

– the net financial position of the Company as at December 31, 2012;

corresponding to those of the Draft Financial Statements drawn up on the basis of the IAS/IFRS international accounting standards issued by

the International Accounting Standards Board (IASB) and approved by the European Union, in effect as at December 31, 2012, and in com-

pliance with the provisions issued to implement Article 9 of Italian Legislative Decree. no. 38/2005.

As noted above, the Directors report that the Draft Financial Statements recorded a loss for the year of 213,995,990.64 euro, which led to a

reduction of equity to 4,552,089 euro, with respect to the amount of share capital of 218,877,613.14 euro and accounting share capital of

218,282,782.14 euro, as calculated net of the 1,189,662 treasury shares held by the Company and valued at 594,831.00 euro, which – in ac-

cordance with the international accounting standards – are recorded as a direct reduction of the accounting share capital. 

Therefore, since the situation provided under Article 2446 of the Italian Civil Code was confirmed, the Board of Directors, considering also the

resolutions passed by the aforesaid Shareholders’ Meeting on December 18, 2012, intends to submit to the Shareholders’ Meeting - among

other items - a proposal for the full cover of the total losses emerging from the balance sheet and the income statement as at December 31,

2012, through reduction of the share capital, to be implemented at substantially the same time as implementation of the reverse split transac-

tion, with resulting amendment of the Articles of Association.
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The share capital – which will fall from 218,877,613.14 euro to 4,881,622.50 euro – will in any case be higher than the legal limit established

for joint-stock companies under Article 2327 of the Italian Civil Code.

The Board of Statutory Auditors has no findings to make, also acknowledging that the auditing firm Reconta Ernst & Young S.p.A. issued, among

other things, its report containing its opinion on the compliance of the financial statements with the regulations and the applicable accounting

standards and its opinion on the fairness of the share issue price, in accordance with Article 2441, sixth paragraph of the Italian Civil Code and

Article 158 of Italian Legislative Decree no. 58/1998. 

To this end, Reconta Ernst & Young S.p.A. stated that “... the criteria adopted by the Directors to calculate the share issue price in order to in-

crease the share capital with exclusion of the option right, in accordance with Article 2441, sixth paragraph of the Italian Civil Code provided

by the Transaction, are adequate, with respect to reasonableness and consistency” and therefore stating “we agree with the fairness of the

issue prices...”. The Board of Statutory Auditors has no comments to make to that end.

In addition, the Board of Statutory Auditors notes that the Directors consider it reasonable to assume that the company would continue as an

ongoing concern in accordance with the terms provided when the Transaction is concluded, suitable - in accordance with the current situa-

tion and in the expectation that the economic and market situation will develop - to pursue the objectives to restructure and launch the pro-

spects for growth and industrial development of the Prelios Group, maintaining the equity and financial balance over the long term.

To that end, the Board of Statutory Auditors agrees with the proposal made by the Directors, and believes that it complies with the provisions

of prevailing law, and also with regard to the current situation of the Company and the initiatives taken to restructure operations and maintain

the company as an ongoing concern.

*

In conclusion, the Board of Statutory Auditors, having found that:

• the Report, drawn up also in accordance with Article 2446 of the Italian Civil Code, was drafted in accordance with Annex 3A, schedule

5, referred to by Article 74, first paragraph of the Issuers’ Regulation;

• the Balance Sheet, pursuant to Article 2446 of the Italian Civil Code, corresponds to the Draft Financial Statements, subject to auditing

by Reconta Ernst & Young S.p.A., which expressed an opinion without any findings;

• The Report and the Draft Financial Statements exhaustively illustrate both the reasons behind the losses and the other negative effects

on equity and the initiatives that Prelios S.p.A. has undertaken and is pursuing to restructure operations and continue as an ongoing con-

cern;

• the Directors propose to the Shareholders, after approval of the Draft Financial Statements at the Ordinary Shareholders’ Meeting called

for May 8, 2013, to decide the following on an Extraordinary basis at the same Shareholders’ Meeting:

– the reduction, by the reverse split of the number of ordinary shares at a ratio of 1 ordinary share to every 10 ordinary shares held,

subject to cancellation of the ordinary shares held by the Company to permit the overall balancing of the transaction without redu-

cing the share capital; 

– the reduction of share capital for losses in accordance with Article 2446 of the Italian Civil Code; 

– the indivisible share capital increase, against payment, reserved, and therefore with exclusion of the option right, for a total amount

of 70,005,789.37 euro, to be subscribed to in cash against the issue of category B shares in the detailed terms set out in the Re-

port;

– the divisible share capital increase, against payment, to be offered in option to all the Company shareholders for a total maximum

amount of 115,009,511.53 euro, to be subscribed to in cash or if necessary by payment or waiver of the loans with the Company

against the issue of ordinary shares in accordance with the detailed terms set out in the Report;

– assignment to the Board of Directors of the power to issue mandatory conversion bonds for a maximum nominal amount of

269,000,000.00 euro as ordinary shares and/or category B shares, with exclusion of the option right, with resulting divisible share

capital increase to serve the conversion of the bonds exclusively, for a maximum of 297,644,375.01 euro, in accordance with the de-

tailed terms set out in the Report,

consider that the Report and the proposals made therein provide the necessary elements to give an opinion, and appear to be consistent with

the provisions of the aforementioned Article 2446 of the Italian Civil Code to decide on the correct provisions pursuant to the law, and there-

fore express our agreement to the proposals made by the Directors.

April 15, 2013 

signed Mr. Enrico Laghi

signed Mr. Roberto Bracchetti

signed Mr. Lelio Fornabaio
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Report prepared by the Directors pursuant to Art. 125-ter of Italian Legislative Decree no. 58 of February 24, 1998 and Art. 72, par.
1 of the Regulation adopted by CONSOB by means of resolution no. 11971 of May 14, 1999, and subsequent amendments and ad-
ditions.

* * * * *

Point 2) 

Amendment to articles 7 (Shareholders’ Meeting) and 22 (Board of Statutory Auditors) of the Articles of Association. Inherent and
consequent resolutions. Conferment of powers

1) Reasons for the proposed amendments to the Articles of Association.

Dear Shareholders,

We have called you to the Extraordinary Shareholders’ Meeting to present you with a proposal to resolve some amendments to the compa-
ny’s Articles of Association (the “Articles of Association”) concerning: (i) the regulations governing the gender balance in the management
and control bodies of listed companies and (ii) some improvements to take into account the amendments introduced by the Legislator to Art.
126-bis of Italian Legislative Decree no. 58 of February 24, 1998 and subsequent amendments (the “Consolidated Finance Act”), which en-
title shareholders holding at least one fortieth of share capital to present additional proposed resolutions on items already on the agenda of
the shareholders’ meeting, in addition to the ability to request additions to said agenda, for which provision has already been made. 

a) Gender balance.

With the entry into force of Law no. 120 of July 12, 2011, the Legislator has attempted to promote access to corporate offices for the “least
represented gender”, requiring listed companies to make provision, within the respective management and control bodies, for criteria for the
allocation of gender quotas, which ensure gender balance, in accordance with the minimum legal requirement. 

With the amendment to Art. 147-ter, par. l-ter, and Art. 148, par. l-bis, of the Consolidated Finance Act, the Legislator also conferred CON-
SOB with a regulatory power regarding the “breach, application and observance of provisions governing gender quotas, also with reference
to the preliminary phase and the procedures to be adopted”, assigning said body with the power to sanction any conduct in breach of the
law. 

In implementation of the aforementioned power, CONSOB issued resolution no. 18098 of February 8, 2012, which introduced the subse-
quent provisions to the Issuers’ Regulation (1) and, in line with the legislative requirement, provides listed companies with extensive statutory
autonomy as regards identifying the necessary technical methods for compliance with the allocation criteria. In particular:

– As regards appointment, the articles of association must set out the methods for coordinating gender quota compliance with the list vo-
ting mechanism, providing additional criteria for identifying the individual components that ensure compliance with gender balance;

– the articles of association cannot impose compliance with gender balance criteria to lists that contain less than three candidates, in order
to avoid making it extremely difficult for shareholders to select minority candidates; 

– the articles of association must also regulate the mechanisms for ensuring compliance with gender quotas in the event of replacement
during the course of office. 

In this regard, it should be noted that the Extraordinary Shareholders’ Meeting of April 17, 2012 already incorporated the requirements of the
new legislation into the Articles of Association, approving the associated amendments to articles 12 and 22 which govern the mechanisms
for the appointment of Directors and members of the Board of Statutory Auditors and, applying in advance, the minimum percentage of one-
third required by the regulations when in full force. 

In order to allow compliance with the applicable legislation governing gender balance, both during the appointment of auditors and in the
event they are replaced during the course of office, however, by adopting criteria offering greater flexibility as regards the formation of lists,
the following additional proposed amendments to Art. 22 (Board of Statutory Auditors) of the Articles of Association have been set out, with
respect to those already resolved on April 17, 2012.
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lance).
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Specifically, a proposal has been made to amend Art. 22, par. 1, by increasing the number of standing auditors provided for therein from two
to three, thus to organise mechanisms for replacement suitable for ensuring compliance with gender balance, specifying that said new pro-
vision and subsequent ones shall apply from the first renewal of the Board of Statutory Auditors following the entry into force of the associa-
ted amendment to the Articles of Association; until this time, the Board of Statutory Auditors is composed of three standing auditors and two
alternate auditors. 

Under Art. 22, par. 10, a proposal has been made to replace the previous provision, introduced with the amendments to the Articles of
Association approved on April 17, 2012, with the following “new” provision “in compliance with the provisions of the applicable pro-tempore
legislation governing gender balance, the lists which, considering both sections, present a number of candidates equal to or higher than three,
must include as many candidates belonging to a different gender in the section of the list relating to standing auditors as in the section rela-
ting to alternate auditors”.

In Art. 22, par. 12, on the basis of the above-mentioned proposal to increase the number of alternate auditors from two to three, it is propo-
sed that two alternate auditors are taken from the list which obtained the highest number of votes. 

It is also proposed that a “new” Art. 22, par. 14 be introduced (with a subsequent new numbering of later paragraphs), in order to provide
the necessary additional criteria to guarantee compliance with gender balance within the Board of Statutory Auditors. 

In fact, if the application of the list voting mechanism does not ensure the minimum required number of standing auditors or alternate audi-
tors belonging to the least represented gender, a mechanism is established for the gradual automatic replacement. In particular, it is set forth
that the “candidate belonging to the most represented gender and elected, indicated with the highest sequential number in each section of
the list that received the highest number of votes, shall be replaced by the candidate belonging to the least represented gender and not elec-
ted, taken from the same section of said list in accordance with the order of appearance on said list”.

The renumbered Art. 22, par. 15, which regulates the alternate auditor replacement mechanism, is partially reworded with the provision which
requires this replacement to be made in accordance with the order of appearance on the list, in such a way as to ensure compliance with
gender balance, replacing the previous provision introduced with the amendments to the Articles of Association approved on April 17, 2012. 

In particular, if it is necessary to replace one of the standing auditors taken from the list that received the highest number of votes, it is pro-
posed that said auditor be replaced by the first of the alternate auditors taken from said list. However, in the event in which the composition
of the Board was not compliant with the relevant pro-tempore legislation governing gender balance, provision is made for replacement by the
second of the alternate auditors taken from said list. If it is subsequently necessary to replace the other standing auditor taken from the list
that received the highest number of votes, the other alternate auditor taken from said list, in any case, takes over.

The replacement mechanism is better detailed in said Art. 22, par. 15, with reference to the replacement of the Chairman of the Board of
Statutory Auditors. Said article indicates that the successor is the statutory auditor belonging to the same list to which the outgoing Chairman
belonged, notwithstanding possession of the legal and/or statutory requirements to hold office and compliance with gender balance.

b) Additional amendments proposed for adoption.

Hence, taking into account that Art. 126-bis of the Consolidated Finance Act introduced the right for shareholders holding at least one for-
tieth of share capital to present additional proposed resolutions on items already on the agenda of the shareholders’ meeting (in addition to
the right already indicated in the aforementioned article, in the cases and terms of law, to request additions to the items on the agenda), the
relative amendments are proposed to Art. 7, paragraphs 7, 8 and 9 of the Articles of Association for the necessary alignment with the legi-
slative requirements. 

*   *

2) Comparative presentation of the Articles of the Association for which an amendment is proposed

A comparison of the current text of the Articles of Association for which an amendment is proposed with the text presented for your appro-
val is contained in the proposed resolution below. 

*   *

3) Evaluations of the Board of Directors regarding the existence of the right of withdrawal.

The Board of Directors does not believe that the above-mentioned statutory amendments involve, for shareholders, the right of withdrawal
pursuant to Art. 2437 of the Italian Civil Code.

*   *

4) Proposed resolution.

On the basis of the foregoing, the Board of Directors presents the following proposed resolutions for your approval:
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“the Extraordinary Meeting of the shareholders of Prelios S.p.A., 

• having examined the Directors’ Report which sets out the proposed amendments to articles 7 (Shareholders’ Meeting) and 22 (Board of
Statutory Auditors) of the Articles of Association

RESOLVES

1) to amend Articles 7 (Shareholders’ Meeting) and 22 (Board of Statutory Auditors) of the Articles of Association of Prelios S.p.A. as fol-
lows:
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CURRENT TEXT

SHAREHOLDERS’ MEETING

Article 7
7.1 The shareholders’ meeting can be called in Italy, in the registe-
red office or anywhere else. The right to attend the meeting and be
represented therein is governed by the law and the Articles of As-
sociation.
7.2 Ordinary and Extraordinary Shareholders’ Meetings are held on
single call. The corresponding resolutions are adopted by a legal
majority.
7.3 Those who are entitled to vote may be represented by proxy is-
sued pursuant to the methods set forth by the law and current re-
gulations. 
The proxy may be notified to the company also in electronic format
through alternative use of one of the following methods:
a) appropriate section of the Company’s website, indicated by the
company in the notice of call;
b) certified e-mail to the address indicated by the company in the
notice of call. The notice of call may also be limited to one of the afo-
rementioned methods, i.e. the one actually available at the time of
the single shareholders’ meeting to which the notice itself is refer-
red.
The Company shall appoint, for each shareholders’ meeting, one or
more parties to whom the holder of rights to vote at shareholders’
meeting may grant a proxy with voting instructions for all or some
of the proposals on the agenda. This proxy does not apply to pro-
posals for which no voting instructions have been granted. The par-
ties appointed and the methods and terms for conferral of the
proxies shall be included in the notice of call of the shareholders’
meeting.
7.4 The ordinary shareholders’ meeting must be called within 180
days of the company year-end pursuant to the law.
7.5 Directors shall call a shareholders’ meeting without delay, in the
cases and under the conditions provided for by law, when reque-
sted by shareholders representing at least one twentieth of share
capital.
7.6 Shareholders requesting that a meeting be called shall prepare
a report on proposals concerning the items to be discussed. The
Board of Directors shall make the report prepared by the sharehol-
ders available to the public, together with its own evaluations, if any,
simultaneously with the publication of the notice of call of the sha-
reholders’ meeting and under the conditions provided for by law.
7.7 Shareholders who, including jointly, represent at least one for-
tieth of the share capital, may send, in accordance with the cases
and terms prescribed by law, a request detailing items they wish to
be added to the meeting agenda.

7.8 Additions to the agenda presented pursuant to par. 7 of Art. 7
of these Articles of Association are published, in accordance with
the legal terms, with the same methods required for the publication
of the notice of call of the shareholders’ meeting.

PROPOSED TEXT

SHAREHOLDERS’ MEETING

Article 7
7.1 The shareholders’ meeting can be called in Italy, in the registe-
red office or anywhere else. The right to attend the meeting and be
represented therein is governed by the law and the Articles of As-
sociation.
7.2 Ordinary and Extraordinary Shareholders’ Meetings are held on
single call. The corresponding resolutions are adopted by a legal
majority.
7.3 Those who are entitled to vote may be represented by proxy is-
sued pursuant to the methods set forth by the law and current re-
gulations. 
The proxy may be notified to the company also in electronic format
through alternative use of one of the following methods:
a) appropriate section of the Company’s website, indicated by the
company in the notice of call;
b) certified e-mail to the address indicated by the company in the
notice of call. The notice of call may also be limited to one of the afo-
rementioned methods, i.e. the one actually available at the time of
the single shareholders’ meeting to which the notice itself is refer-
red.
The Company shall appoint, for each shareholders’ meeting, one or
more parties to whom the holder of rights to vote at shareholders’
meeting may grant a proxy with voting instructions for all or some
of the proposals on the agenda. This proxy does not apply to pro-
posals for which no voting instructions have been granted. The par-
ties appointed and the methods and terms for conferral of the
proxies shall be included in the notice of call of the shareholders’
meeting.
7.4 The ordinary shareholders’ meeting must be called within 180
days of the company year-end pursuant to the law.
7.5 Directors shall call a shareholders’ meeting without delay, in the
cases and under the conditions provided for by law, when reque-
sted by shareholders representing at least one twentieth of share
capital.
7.6 Shareholders requesting that a meeting be called shall prepare
a report on proposals concerning the items to be discussed. The
Board of Directors shall make the report prepared by the sharehol-
ders available to the public, together with its own evaluations, if any,
simultaneously with the publication of the notice of call of the sha-
reholders’ meeting and under the conditions provided for by law.
7.7 Shareholders who, including jointly, represent at least one for-
tieth of share capital, in accordance with the cases, methods
and terms prescribed by law, may send in accordance with the
cases and terms prescribed by law, a request detailing items they
wish to be added to the meeting agenda, or present proposed re-
solutions on items already on the agenda.
7.8 Additions to the agenda or the presentation of proposed re-
solutions on items already on the agenda, presented pursuant to
par. 7, of Art. 7 of these Articles of Association are published, in ac-
cordance with the legal terms, with the same methods required for
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7.9 Shareholders requesting additions to the agenda shall prepare
and send a report to the Board of Directors, to be filed at the com-
pany’s registered office, within the relevant deadline for presenting
the requested addition, on the items that they propose for discus-
sion. The Board of Directors shall make the report prepared by the
shareholders available to the public, together with its own evalua-
tions, if any, simultaneously with the publication of the notice of sup-
plementation of the agenda under the conditions provided for by
law.

BOARD OF STATUTORY AUDITORS

Article 22
22.1 The Board of Statutory Auditors is composed of three standing
auditors and two alternate auditors who meet the requirements spe-
cified by current legislation and regulations; to this end, it will be
considered that matters and sectors of activity strictly related to
those of the business, are those specified in the company purpose,
with specific reference to companies or entities operating in the field
of finance, industry, banking, insurance, real estate and services in
general.
22.2 The Ordinary Shareholders’ Meeting elects the Board of Sta-
tutory Auditors and determines its fees. The minority is entitled to
elect one standing auditor and one alternate auditor.
22.3 The Board of Statutory Auditors is appointed, except where
provided for by par. 17 of Art. 22 of these Articles of Association –
in compliance with the legislation, laws and regulatory provisions –
on the basis of lists submitted by the shareholders in which the can-
didates are listed using a progressive numbering system.
22.4 Each list contains a higher number of candidates than the
number of members to be elected.
22.5 All shareholders who alone, or jointly with other shareholders,
represent at least 1.5% of the share capital with voting rights in the
ordinary shareholders’ meeting, or the lesser amount required by
the regulatory provisions issued by the National Commission for
Companies and the Stock Exchange (CONSOB) for the presenta-
tion of lists of candidates to be appointed to the Board of Directors,
will be entitled to present a list. They shall be obliged to prove ow-
nership of the number of shares necessary to present lists of audi-
tor candidates within the terms specified by legislation, the law
and/or regulations.
22.6 All shareholders may present, or jointly present, just one list.
22.7 Lists presented by candidates, signed by those presenting
them, must be filed at the company’s registered office and available
to anyone that requests them, at least twenty-five days before the
date scheduled for the shareholders’ meeting called to resolve on
the appointment of the members of the Board of Statutory Audi-
tors, without prejudice to an extension in the cases permitted by
the provisions of law and/or regulations.
These lists shall be made available to the public at the company’s
registered office, on the Company’s website or via another method
provided for by CONSOB regulations at least twenty-one days prior
to the date of the shareholders’ meeting.
In any case, without prejudice to any further documentation that
may be required by legislation, the law and/or regulations, a curri-
culum vitae containing the personal and professional characteristics
of the parties appointed, specifying any administration and control
offices held in other companies, along with the declarations made
by candidates to the following effect, must accompany the lists:
– accepting their candidacy, and
– certifying, under their own responsibility, the lack of any existence
of causes for ineligibility for election or incompatibility, in addition to
the existence of the requirements prescribed by legislation and re-
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the publication of the notice of call of the shareholders’ meeting.
7.9 Shareholders requesting additions to the agenda pursuant to
par. 7 of Art. 7, shall prepare and send a report to the Board of Di-
rectors, to be filed at the company’s registered office within the re-
levant deadline for presenting the requested addition, explaining
the reasons for their proposed resolutions on new on the items
that they propose for discussion or relating to additional propo-
sed resolutions on items already on the agenda. The Board of
Directors shall make the report prepared by the shareholders avai-
lable to the public, together with its own evaluations, if any, simul-
taneously with the publication of the notice of supplementation of
the agenda or of the presentation of new proposed resolutions,
under the conditions provided for by law.

BOARD OF STATUTORY AUDITORS

Article 22
22.1 The Board of Statutory Auditors is composed of three standing
auditors and two three alternate auditors who meet the require-
ments specified by current legislation and regulations; to this end,
it will be considered that matters and sectors of activity strictly re-
lated to those of the business, are those specified in the company
purpose, with specific reference to companies or entities operating
in the field of finance, industry, banking, insurance, real estate and
services in general.
22.2 The Ordinary Shareholders’ Meeting elects the Board of Sta-
tutory Auditors and determines its fees. The minority is entitled to
elect one standing auditor and one alternate auditor.
22.3 The Board of Statutory Auditors is appointed, except where
provided for by par. 17 of Art. 22 of these Articles of Association –
in compliance with the legislation, laws and regulatory provisions –
on the basis of lists submitted by the shareholders in which the can-
didates are listed using a progressive numbering system.
22.4 Each list contains a higher number of candidates than the
number of members to be elected.
22.5 All shareholders who alone, or jointly with other shareholders,
represent at least 1.5% of the share capital with voting rights in the
ordinary shareholders’ meeting, or the lesser amount required by
the regulatory provisions issued by the National Commission for
Companies and the Stock Exchange (CONSOB) for the presenta-
tion of lists of candidates to be appointed to the Board of Directors,
will be entitled to present a list. They shall be obliged to prove ow-
nership of the number of shares necessary to present lists of audi-
tor candidates within the terms specified by legislation, the law
and/or regulations.
22.6 All shareholders may present, or jointly present, just one list.
22.7 Lists presented by candidates, signed by those presenting
them, must be filed at the company’s registered office and available
to anyone that requests them, at least twenty-five days before the
date scheduled for the shareholders’ meeting called to resolve on
the appointment of the members of the Board of Statutory Audi-
tors, without prejudice to an extension in the cases permitted by
the provisions of law and/or regulations.
These lists shall be made available to the public at the company’s
registered office, on the Company’s website or via another method
provided for by CONSOB regulations at least twenty-one days prior
to the date of the shareholders’ meeting.
In any case, without prejudice to any further documentation that
may be required by legislation, the law and/or regulations, a curri-
culum vitae containing the personal and professional characteristics
of the parties appointed, specifying any administration and control
offices held in other companies, along with the declarations made
by candidates to the following effect, must accompany the lists:
– accepting their candidacy, and
– certifying, under their own responsibility, the lack of any existence
of causes for ineligibility for election or incompatibility, in addition to
the existence of the requirements prescribed by legislation and re-
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gulations applicable and by the Articles of Association for the of-
fice.
Any changes that may occur until the day in which the Sharehol-
ders’ Meeting is actually held shall be promptly notified to the com-
pany.
22.8 Any lists not presented in observance of the instructions shall
be considered as not having been presented.
22.9 Each candidate may be included in one list only on pain of ine-
ligibility.

22.10 The lists are divided into two sections: one for candidates for
the position of standing auditor and the other for candidates for the
position of alternate auditor. The first of the candidates in each sec-
tion shall be appointed from those entered in the Register of Statu-
tory Auditors carrying out statutory auditing activities on accounts
for a period of no less than three years. In order to ensure gender
balance in compliance with the pro-tempore regulations in force,
each list containing a number of candidates for the position of sta-
tutory auditor equal to or higher than three must indicate, in the first
section, the candidate belonging to the less represented gender
that received the second highest number of votes and also, in the
second section, one candidate belonging to the least represented
gender in said first section.

22.11 All those with voting rights may vote for only one list.
22.12 The members of the Board of Statutory Auditors are elected
as follows: 
a) two standing auditors and one alternate auditor are appointed
from the list obtaining the highest number of votes (so-called majo-
rity list), in the order in which they are presented in the list itself;
b) the remaining standing auditor and the other alternate auditor
shall be appointed from the list obtaining the highest number of
votes at the Shareholders’ Meeting after the first (so-called minority
list), in the order in which they are listed in the list itself; if several lists
obtain the same number of votes, a further ballot shall be held
among such lists by all those parties entitled to vote present at the
Shareholders’ Meeting, with the candidates on the list obtaining the
simple majority of votes elected.
22.13 The Board of Statutory Auditors will be chaired by the stan-
ding auditor specified as the first candidate on the minority list. 
22.14 In the event of death, waiver or forfeiture of a standing audi-
tor, the alternate auditor belonging to the same list as the former
auditor takes over, according to the sequential order that ensures,
in any case, gender balance compliance required by the pro-tem-
pore legal and/or regulatory provisions in force. However, in the case
of replacement of the Chairman of the Board of Statutory Auditors,
the chair is taken by the candidate listed in the same list to which
the outgoing Chairman belonged, according to the order of said list.
If it is not possible to proceed with the replacements in accordance
with said criteria, a shareholders' meeting will be called to supple-
ment the Board of Statutory Auditors, which will resolve by relative
majority. 
22.15 When, pursuant to the paragraph above or in accordance
with the law, the Shareholders’ Meeting is required to appoint the
standing auditors and/or alternate auditors necessary to complete
the Board of Statutory Auditors, it shall act in the following manner:
if the shareholders’ meeting has to replace auditors elected from
the majority list, they are appointed by relative majority vote with no
list restriction, without prejudice, in any case, to the observance of
gender balance required by the pro-tempore legal and/or regula-
tory provisions in force. if the Auditors elected from the minority list
have to be replaced, however, the Shareholders’ Meeting shall re-
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gulations applicable and by the Articles of Association for the of-
fice.
Any changes that may occur until the day in which the Sharehol-
ders’ Meeting is actually held shall be promptly notified to the com-
pany.
22.8 Any lists not presented in observance of the instructions shall
be considered as not having been presented.
22.9 Each candidate may be included in one list only on pain of ine-
ligibility.
22.10 The lists are divided into two sections: one for candidates for
the position of standing auditor and the other for candidates for the
position of alternate auditor. The first of the candidates in each sec-
tion shall be appointed from those entered in the Register of Statu-
tory Auditors who have carried out statutory auditing activities on
accounts for a period of no less than three years. In order to ensure
gender balance in compliance with the pro-tempore regulations in
force, each list containing a number of candidates for the position
of statutory auditor equal to or higher than three must indicate, in
the first section, the candidate belonging to the less represented
gender that received the second highest number of votes and also,
in the second section, one candidate belonging to the least repre-
sented gender in said first section.
In compliance with the provisions of the applicable pro-tem-
pore legislation governing gender balance, the lists which, con-
sidering both sections, present a number of candidates equal
to or higher than three, must include as many candidates be-
longing to a different gender in the section of the list relating to
standing auditors as in the section relating to alternate audi-
tors.
22.11 All those with voting rights may vote for only one list. 
22.12 The members of the Board of Statutory Auditors are elected
as follows: 
a) two standing auditors and one two alternate auditors are appoin-
ted from the list obtaining the highest number of votes (so-called
majority list), in the order in which they are presented in the list itself;
b) the remaining standing auditor and the other alternate auditor
shall be appointed from the list obtaining the highest number of
votes at the Shareholders’ Meeting after the first (so-called minority
list), in the order in which they are listed in the list itself; if several lists
obtain the same number of votes, a further ballot shall be held
among such lists by all those parties entitled to vote present at the
Shareholders’ Meeting, with the candidates on the list obtaining the
simple majority of votes elected.
22.13 The Board of Statutory Auditors will be chaired by the stan-
ding auditor specified as the first candidate on the minority list. 
22.14 If the application of the list voting mechanism does not
ensure, considering standing and alternate auditors separa-
tely, the minimum number of statutory auditors belonging to
the least represented gender set forth by the pro-tempore legal
and/or regulatory provisions in force, the candidate belonging
to the most represented gender and elected, indicated with the
highest sequential number in each section of the list that recei-
ved the highest number of votes, shall be replaced by the can-
didate belonging to the least represented gender and not
elected, taken from the same section of said list in accordance
with the order of appearance on said list.

22.1415 In the event of the death, waiver or forfeiture of a standing
auditor, the first alternate auditor belonging to the same list as the
former auditor takes over, according to the sequential order that en-
sures, in any case, gender balance compliance required by the pro-
tempore legal and/or regulatory provisions in force. In the event
the replacement does not make it possible to appoint mem-
bers of the Board of Statutory Auditors in conformance with
the applicable legislation governing gender balance, the se-
cond alternate auditor taken from said list takes over. If it is
subsequently necessary to replace another statutory auditor
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place them with a relative majority vote, where possible selecting
candidates from the list on which the Auditor to be replaced appea-
red, and in any case in compliance with the need to represent mi-
norities, to whom these Articles of Association ensure the right to
participate in appointing the Board of Statutory Auditors, without
prejudice in any case to the respect of gender balance as establi-
shed by the provisions of law and/or regulations as applicable and
in force. The principle of necessary minority representation shall be
considered as met in the event of the appointment of auditors, put
forward in due course, from the minority list or other lists different
from the list that, at the time of appointment of the Board of Statu-
tory Auditors, had obtained the highest number of votes.

22.16 If only one list has been submitted, the Shareholders’ Mee-
ting shall vote thereon; if the list obtains a relative majority, the can-
didates indicated in the respective section of the list shall be elected
standing auditors and alternate auditors; the Board of Statutory Au-
ditors shall be chaired by the person indicated first in the aforesaid
list. 

22.17 For the appointment of auditors not nominated according to
the procedure laid down herein for any reason, the Shareholders’
Meeting resolves with the legal majorities, without prejudice, in any
case, to observance of the gender balance required by the pro-tem-
pore legal and/or regulatory provisions in force.

22.18 The outgoing auditors may be re-elected.

22.19 Meetings of the Board of Statutory Auditors may, if the Chair-
man or his representative deems it necessary, be attended by
means of telecommunications systems that permit all attendees to
participate in the discussion and obtain information on an equal
basis.

288

ANNUAL FINANCIAL REPORT 2012 | PRELIOS GROUP | PROPOSED RESOLUTIONS

taken from the list that received the highest number of votes,
the other alternate auditor taken from said list, in any case,
takes over. However, iIn the case of replacement of the Chairman
of the Board of Statutory Auditors, the chair is taken by the candi-
date listed auditor in the same list to which of the outgoing Chair-
man belonged, according to the order of said list, without
prejudice, nonetheless, to possession of the legal and/or sta-
tutory requirements to hold office and compliance with gender
balance, required by the pro-tempore legal and/or regulatory
provisions in force. If it is not possible to proceed with the repla-
cements in accordance with said criteria, a shareholders' meeting
will be called to supplement the Board of Statutory Auditors, which
will resolve by relative majority.
22.1516 When, pursuant to the previous paragraph or in accor-
dance with the law, the Shareholders’ Meeting is required to ap-
point the standing auditors and/or alternate auditors necessary to
complete the Board of Statutory Auditors, it shall act in the follo-
wing manner: if the shareholders’ meeting has to replace auditors
elected from the majority list, they are appointed by relative majo-
rity vote with no list restriction, without prejudice, in any case, to the
observance of gender balance required by the pro-tempore legal
and/or regulatory provisions in force. if the Auditors elected from
the minority list have to be replaced, however, the Shareholders’
Meeting shall replace them with a relative majority vote, where pos-
sible selecting candidates from the list on which the Auditor to be
replaced appeared, and in any case in compliance with the need to
represent minorities, to whom these Articles of Association ensure
the right to participate in appointing the Board of Statutory Audi-
tors, without prejudice in any case to the respect of gender balance
as established by the provisions of law and/or regulations as appli-
cable and in force. The principle of necessary minority representa-
tion shall be considered as met in the event of the appointment of
auditors, put forward in due course, from the minority list or other
lists different from the list that, at the time of appointment of the
Board of Statutory Auditors, had obtained the highest number of
votes.
22.1617 If only one list has been submitted, the Shareholders’ Mee-
ting shall vote thereon; if the list obtains a relative majority, the can-
didates indicated in the respective section of the list shall be elected
standing auditors and alternate auditors; the Board of Statutory Au-
ditors shall be chaired by the person indicated first in the aforesaid
list.
22.1718 For the appointment of auditors not nominated according
to the procedure laid down herein for any reason, the Shareholders’
Meeting resolves with the legal majorities, without prejudice, in any
case, to observance of the gender balance required by the pro-tem-
pore legal and/or regulatory provisions in force.
22.1819 The outgoing auditors may be re-elected.

22.1920 Meetings of the Board of Statutory Auditors may, if the
Chairman or his representative deems it necessary, be attended by
means of telecommunications systems that permit all attendees to
participate in the discussion and obtain information on an equal
basis.

2) to confer the Board of Directors – and on its behalf, the Chairman, Deputy Chairman and Managing Director temporarily in office, sepa-
rately – all the widest powers and all necessary rights for the implementation of the aforementioned resolutions and for carrying out any
act and/or formality needed for recording these in the Register of Companies, by accepting and introducing the amendments, additions
or cancellations, formal and non-essential, requested by the competent Authorities”.

The Board of Directors

Milan, March 27, 2013
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*  *  *

The full text of the Articles of Association is shown below, with a comparison between the current and proposed texts, which also takes into
account the amendments to the items in the Company’s Articles of Association resulting from the proposed amendments referred to in item
1 of the agenda in the Extraordinary Shareholders’ Meeting.

ARTICLES OF ASSOCIATION

NAME – REGISTERED OFFICE – DURATION – OBJECT

Article 1 

1.1 The company’s name is “Prelios S.p.A.”.

Article 2 

2.1 The company’s registered office is in Milan.o.

2.2 It can establish and close secondary offices, agencies, branches and representative offices anywhere in Italy and abroad..

Article 3 

3.1 The company duration is fixed as until December 2100 (twenty-one hundred), 31 (thirty-first).).

3.2 The extension of the duration does not grant any shareholders not participating in the related resolution the right to withdraw.

Article 4 

4.1 The company’s object is:

– to promote and participate in real estate investments and transactions; 

– to coordinate and manage real estate investments and transactions; 

– to assume equity investments in other companies or entities both in Italy and abroad; 

– to loan, technically and financially coordinate the company orentities in which it has an interest.

4.2 More specifically, the company purpose includes: the purchase, sale, exchange and lease of all types and areas of real estate; the de-
sign, construction, demolition and maintenance of buildings and construction works in general; the design and development of reclamation
works and urbanisation works; the execution of tenders for said activities, the provision of real estate services.

4.3 The company may also carry out all commercial, industrial, equity and real estate transactions necessary or useful for the achievement of
the company purpose (including the issue of personal guarantees or collateral also in the interests of third parties and the taking out of loans
and mortgages) with the specific exclusion of financial activities in the public regard and all other activities reserved in accordance with cur-
rent legislation.

SHARE CAPITAL AND SHARES

Article 5 

5.1 The paid-in and subscribed share capital totals euro o • [•] divided divided into • [•] ordinary shares without face value.

The extraordinary shareholders’ meeting of May 8, 2013 resolved to approve:

(i) an indivisible share capital increase against payment, for a total amount of 70,005,789.37 euro (seventy million, five thousand,
seven hundred and eighty nine point thirty seven), with the exclusion of the option right pursuant to Art. 2441, par. 5 of the Italian
Civil Code, as amended by Italian Legislative Decree no. 184 of October 11, 2012, through the issue of 117,597,496 (one hundred
and seventeen million, five hundred and ninety seven thousand, four hundred and ninety six) category B shares (“Category B
Shares”), convertible to ordinary shares, at a subscription price of 0.5953 (zero point five thousand nine hundred and fifty three) per
share, to be performed by [•];

(ii) a divisible share capital increase against payment for a maximum total amount of 115,009,511.53 euro (one hundred and fifteen
million, nine thousand, five hundred and eleven point fifty three), through the issue of up to 193,195,887 (one hundred and ninety
three million, one hundred and ninety five thousand, eight hundred and eighty seven) ordinary shares, at a subscription price of

283-297 (aprire in 6).qxp:Layout 1  3-05-2013  16:44  Pagina 289



0.5953 euro (zero point five thousand nine hundred and fifty three) per share, with the same characteristics as those in circulation
to be offered under option to entitled parties. This increase is to be effected by [•]; and

(iii) pursuant to Art. 2420-ter, par. 2 of the Italian Civil Code, the assignment to the Board of Directors of the right to issue a maxi-
mum of a nominal 269,000,000.00 euro (two hundred and sixty nine million point zero), in bonds subject to mandatory conversion
(convertible bonds) to ordinary and/or Category B Shares, with the exclusion of the option right pursuant to Art. 2441, par. 5 of the
Italian Civil Code, with the subsequent divisible increase in share capital for a maximum of 297,644,375.01 euro (two hundred and
ninety seven million, six hundred and forty four thousand, three hundred and seventy five point zero one), in service of the conver-
sion of the financial instrument, to be carried out through the issue of up to 499,990,551 (four hundred and ninety nine million, nine
hundred and ninety thousand, five hundred and fifty one) ordinary shares and up to 144,678,117 (one hundred and forty four mil-
lion, six hundred and seventy eight thousand, one hundred and seventeen) Category B Shares, shares with no face value, with re-
gular dividends, with the same characteristics, respectively, as ordinary shares and Category B Shares in circulation at the issue
date, to be used exclusively for the mandatory conversion, of the right to be exercised once the share capital increase referred to
in points (i) and (ii) has been performed and, nonetheless, within a maximum of one year from the resolution date, with the additio-
nal right of the Board of Directors to establish all terms and conditions of the convertible bond, as with the share capital increase
in service of the mandatory conversion.

Following the execution of the share capital increases set forth in previous points (i) and (ii), as well as the exercise of the power
pursuant to point (iii), the Board of Directors is authorised to proceed with all subsequent formalities, including therein, the upda-
ting of the Articles of Association and subsequent filing at the Register of Companies.

5.2 In resolutions to increase share capital against payment, the option right can be excluded for the maximum amount of ten percent of the
pre-existing share capital, as long as the issue price equates to the market value of the shares and that this is confirmed in a specific report
prepared by an external auditoror external auditing company.

Article 6 

6.1 Shares are registered and indivisible. The shares are without face value and are issued in dematerialised form.

6.2 The ordinary shares enjoy all rights expressly recognised by law and these Articles of Association. Category B Shares have the
same characteristics as ordinary shares but do not entitle holders to any voting rights. These Category B Shares are converted to
ordinary shares, according to a ratio of one ordinary share for every Category B share, in the event of the transfer referred to Art.
6-bis below, or the launch of a take-over bid and/or take-over bid with share swap involving company shares.

6.3 The company may increase the share capital also by means of conferrals other than in cash. The company may also issue categories of
shares which provide specific rights, within the limits permitted by current pro-tempore legislation.

6.4 Any introduction or removal of constraints concerning the circulation of shares does not attribute the right to withdraw to any sharehol-
ders who did not participate in the approval of the relevant resolution.

Article 6-bis

6-bis.1 Ordinary shares and Category B Shares are freely transferable, except as provided for in this Art. 6-bis.

6-bis.2 In the event of transfer of Category B Shares to parties that are not already directly holders of Category B Shares, the tran-
sfer will involve the automatic conversion of said Category B Shares involved in the transfer to ordinary company shares, as envi-
saged by paragraph 6.2 above. By contrast, said conversion shall not be carried out in the event of the transfer to parties directly
or indirectly controlled by parties that are already holders of Category B shares..

6-bis.3 Transfer means any act carried out on a voluntary or forced basis, both against payment and free of charge, during a per-
son’s lifetime or upon death, realised in any form and/or any event which, directly or indirectly, results in the transfer, establishment
and/or transfer of the right to own ordinary shares and/or Category B Shares, including therein any instruments convertible to or-
dinary shares and Category B Shares, option rights and/or rights to purchase and/or subscribe ordinary shares and/or Category B
Shares and instruments convertible to ordinary shares and Category B shares to which the holders of the same are entitled.

6-bis.4 As a result of the conversion of Category B Shares to ordinary shares, the Board of Directors is authorised to proceed with
all subsequent formalities, including therein, the updating of the Articles of Association and subsequent filing at the Register of
Companies.

SHAREHOLDERS’ MEETING

Article 7 

7.1 The shareholders’ meeting can be called in Italy, in the registered office or anywhere else. The right to attend the meeting and be repre-
sented therein is governed by the law and the Articles of Association.
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7.2 Ordinary and Extraordinary Shareholders’ Meetings are held on single call. The corresponding resolutions are adopted by a legal majority.

7.3 Those who are entitled to vote may be represented by proxy issued pursuant to the methods set forth by the law and current regulations. 

The proxy may be notified to the company also in electronic format through alternative use of one of the following methods:

a) appropriate section of the Company’s website, indicated by the company in the notice of call;

b) certified e-mail to the address indicated by the company in the notice of call. The notice of call may also be limited to one of the afore-
mentioned methods, i.e. the one actually available at the time of the single shareholders’ meeting to which the notice itself is referred.

The Company shall appoint, for each shareholders’ meeting, one or more parties to whom the holder of rights to vote at shareholders’ mee-
ting may grant a proxy with voting instructions for all or some of the proposals on the agenda. This proxy does not apply to proposals for
which no voting instructions have been granted. The parties designated and the methods and terms for conferral of the proxies shall be in-
cluded in the notice of call of the shareholders’ meeting.

7.4 The ordinary shareholders’ meeting must be called within 180 days of the company year-end pursuant to the law.

7.5 Directors shall call a shareholders’ meeting without delay, in the cases and under the conditions provided for by law, when so requested
by shareholders representing at least one twentieth of share capital.

7.6 Shareholders requesting that a meeting be called shall prepare a report on proposals concerning the items to be discussed. The Board
of Directors shall make the report prepared by the shareholders available to the public, together with its own evaluations, if any, simultaneou-
sly with the publication of the notice of call of the shareholders’ meeting and under the conditions provided for by law.

7.7 Shareholders who, including jointly, represent at least one fortieth of share capital, in accordance with the cases, methods and terms
prescribed by law, may sendin accordance with the cases and terms prescribed by law, a request detailing items they wish to be added to
the meeting agenda, or present proposed resolutions on items already on the agenda.

7.8 Additions to the agenda or the presentation of proposed resolutions on items already on the agenda, presented pursuant to par. 7,
of Art. 7 of these Articles of Association are published, in accordance with the legal terms, with the same methods required for the publica-
tion of the notice of call of the shareholders’ meeting.

7.9 Shareholders requesting additions to the agenda pursuant to par. 7 of Art. 7, shall prepare and send a report to the Board of Directors,
to be filed at the company’s registered office within the relevant deadline for presenting the requested addition, explaining the reasons for
their proposed resolutions on new on the items that they propose for discussion or relating to additional proposed resolutions on items
already on the agenda. The Board of Directors shall make the report prepared by the shareholders available to the public, together with its
own evaluations, if any, simultaneously with the publication of the notice of supplementation of the agenda or of the presentation of new
proposed resolutions, under the conditions provided for by law.

Article 8 

8.1 The legitimate right to attend the Shareholders’ Meeting and the exercise of voting rights is disciplined by the current legal provisions on
the matter.

8.2 The legitimate right to attend the Shareholders’ Meeting and the exercise of voting rights is certified by a communication sent to the com-
pany through the authorised intermediary, in compliance with its accounting records, in favour of the party with voting rights.

8.3 The disclosure established under par. 2 of ar. 8 of these Articles of Association is made by the intermediary on the basis of the evidence in re-
lation to the end of the accounting day of the seventh trading day prior to the date scheduled for the shareholders' meeting. Credit and debit en-
tries posted to the accounts after such time shall not be relevant for the purposes of the legitimate entitlement to exercise voting rights at the sha-
reholders’ meeting.

8.4 The disclosure established under par. 2 of Art. 8 of these Articles of Association must reach the company by the end of the third trading
day prior to the date scheduled for the calling of the shareholders' meeting, or other terms established by applicable regulatory provisions.
This is notwithstanding the legitimate entitlement to attend and vote when the notification referred to in par. 2 of Art. 8 of these Articles of
Association is received by the company after the deadlines indicated in this paragraph, provided that it is before the start of the shareholders’
meeting.

Article 9

9.1 The regular constitution of the Shareholders’ Meeting and the validity of the resolutions are governed by law.

9.2 Shareholders’ Meetings will be governed by the law and the Articles of Association as well as by the Shareholders’ Meeting Regulations,
approved by resolution of the company's ordinary shareholders' meeting. 
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Article 10 

10.1 The Shareholders’ Meeting is chaired, in order, by the Chairman of the Board of Directors, by the Deputy Chairman and Chief Executive
Officer, where appointed, by a Deputy Chairman or by a Chief Executive Officer; if there are two or more Deputy Chairmen or Chief Executive
Officers, the Meeting is chaired by the most senior member. 

10.2 In the event of the absence of the aforesaid persons, the Shareholders’ Meeting shall be chaired by another person selected by the
Shareholders’ Meeting with the vote of the majority of capital represented at the Shareholders’ Meeting.

10.3 The Chairman of the shareholders’ meeting is assisted by a Secretary appointed by the Shareholders’ Meeting by means of the majo-
rity vote of the capital represented in the meeting, who need not be a shareholder; the attendance of the Secretary is not necessary when a
notary is appointed to draw up the relevant minutes.

10.4 The Meeting is chaired by the Chairman and, in accordance with the law and these Articles of Association, governs its events. To this
end, and amongst other duties, the Chairman verifies the validity of the calling of the meeting; he ascertains the identity of those in attendan-
ce and their right to attend, also by proxy; ascertains the quorum for passing resolutions; directs works, also establishing an alternative order
of discussion of the items on the agenda. The Chairman also takes all necessary measures to ensure structured debate and voting, defining
methods and ascertaining results.

Article 11 

11.1 Resolutions of the Shareholders’ Meeting are recorded in minutes signed by the Chairman and by the Secretary of the Shareholders’
Meeting or by the notary.

11.2 The minutes of the Extraordinary Shareholders’ Meeting must be drawn up by a notary appointed by the Chairman.

11.3 Any relevant copies and extracts not authenticated by a notary are certified true by the Chairman of the Board of Directors..

BOARD OF DIRECTORS

Article 12 

12.1 The company is managed by a Board of Directors composed of between 5 and 19 members who remain in office for three financial
years (unless a shorter period is established by the Shareholders’ Meeting at the time of appointment) and may be re-elected.i.

12.2 The Shareholders’ Meeting determines the number of members of the Board of Directors, a number which remains fixed until resolved
otherwise.

12.3 Pursuant to the paragraphs below, the Board of Statutory Auditors is appointed on the basis of lists submitted by the shareholders in
which the candidates are listed by progressive number.

12.4 Lists presented by shareholders, signed by those presenting them, must be filed at the company’s registered office and be available to
any party that requests them, at least twenty-five days prior to the date scheduled for the meeting called to resolve on the appointment of
the members of the Board of Directors. These shall be made available to the public at the company’s registered office, on the company’s
website or via another method provided for by CONSOB regulations at least twenty-one days before the date of the shareholders’ meeting.

12.5 Each member may submit or contribute to the presentation of a single list and each candidate may be presented on a single list under
penalty of ineligibility.

12.6 Lists may be submitted only by shareholders who, by themselves or together with other members, are the overall owners of shares re-
presenting at least 2 per cent of the share capital with voting rights at the ordinary shareholders’ meeting or the lesser number required by
the regulations issued by the National Commission for Companies and the Stock Exchange (CONSOB), with the obligation to provide proof
of ownership of the number of shares needed to submit the lists within the time limit specified for the publication thereof by the company.

12.7 Together with each list it is necessary to file the acceptances of the candidature of each individual candidate and the declarations whe-
reby they confirm, under their own responsibility, that there are no grounds for ineligibility for election or incompatibility and that the require-
ments prescribed for the respective duties exist. Together with the declarations, a curriculum vitae must be filed for each candidate concer-
ning his/her personal and professional details, specifying any administration and control offices held in other companies and possession of
the independence requirements envisaged, as required for the directors of listed companies, in accordance with the law or the company’s
Code of Conduct. In order to ensure gender balance, in compliance with pro-tempore regulations in force, in each list presented numbering
at least three candidates, at least one third (rounded up to the nearest unit if the result is not a whole number) of these candidates must be
of the least represented gender.

Any changes that may occur until the day in which the Shareholders’ Meeting is actually held shall be promptly notified to the company.
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12.8 Any lists presented not in observance of the instructions shall be considered as not having been presented..

12.9 All those with voting rights may vote for only one list. 

12.10 The Board of Directors shall be elected as follows:

a) four fifths of the Directors to be elected shall be taken from the list which has obtained the majority of votes cast by those entitled to vote,
in the sequential order in which they are listed on the said list, with rounding down, in the event of a fractional number, to the lower figure; 

b) the remaining Directors shall be drawn from the other lists, to which end the votes obtained by said lists shall be subsequently divided
by whole progressive numbers from one up to the number of Directors still to be elected.

The quotients thus obtained shall be assigned progressively to the candidates in each of these lists, according to the order specified by them
respectively.

The quotients thus allocated to the candidates in the various lists shall be ranked in a single descending order. Those obtaining the highest
quotients shall be elected.

If several candidates have obtained the same quotient, the candidate on the list from which no Director has yet been elected, or from which
the lowest number of Directors has been elected, shall be elected. If no Director has yet been elected from these lists or the same number
of directors has been elected from all these lists, the candidate who has obtained the highest number of votes from these lists shall be elec-
ted. In the event of a tied vote on the list and a tied quotient, the entire meeting shall take a new vote and the candidate who obtains a sim-
ple majority shall be elected.

12.11 The Board of Directors must be appointed in compliance with the pro-tempore gender balance regulations in force. If the application
of the list voting mechanism does not ensure the minimum number of directors belonging to the least represented gender laid down by law
and/or the regulations, the candidate belonging to the most represented gender elected, indicated with the highest progressive number in
the list obtaining the highest number of votes, will be replaced by the candidate belonging to the least represented gender not elected from
the same list according to the progressive order of submission and so on, list by list, until the minimum number of directors belonging to the
least represented gender is complete.

12.12 If the application of the list voting mechanism does not guarantee the minimum number of independent Directors set forth by the law
and/or the regulations, the non-independent candidate elected with the highest progressive number on the list which has received the highest
number of votes shall be replaced by the independent candidate not elected on said list according to the progressive order of submission
and so on, list by list, until the minimum number of independent Directors is reached, without prejudice, in any case, to compliance with the
gender balance established by the pro-tempore legal and/or regulatory provisions in force.

12.13 For the appointment of directors, who for any reason are not appointed in accordance with the procedure stipulated herein, the mee-
ting shall resolve on the basis of the majority required by law, without prejudice, in any case, to compliance with the gender balance establi-
shed by the pro-tempore legal and/or regulatory provisions in force.

12.14 If, during the year, one or more directors cease office, pursuant to Art. 2386 of the Italian Civil Code, without prejudice, in any case, to
the gender balance established by the pro-tempore legal and/or regulatory provisions in force.

12.15 The loss of the independence requirements on the part of a Director shall not constitute grounds for resignation from the post if the
Board of Directors continues to have the minimum number of members – stipulated by the provisions of law and/or regulations – who meet
the independence requirements.

12.16 If, as the result of the relinquishment of office or for any other reason, more than half of the Directors are not present, the term of offi-
ce of the entire Board of Directors ends when the new board is appointed. 

12.17 Until such time as resolved otherwise by the shareholders’ meeting, the Directors shall not be bound by the restriction contained in Art.
2390 of the Italian Civil Code.le.

Article 13 

13.1 If the meeting has not yet done so, the Board of Directors appoints a Chairman and, if applicable, one or more Deputy Chairmen.

13.2 In the absence of the Chairman, meetings are chaired, in order, by the Deputy Chairman and Chief Executive Officer, if appointed, by a
Deputy Chairman or by a Chief Executive Officer; if there are two or more Deputy Chairmen or Chief Executive Officers, meetings are chaired
by the most senior member.

13.3 The Board of Directors appoints a Secretary who does not need to be a board member.

Article 14 

14.1 The Board of Directors is called by the Chairman or the acting Chairman. It may be called to the company's registered office or anywhe-
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re else, as established in the letter of invitation. The Board may be called to meet any time it is deemed to be in the company’s interests, or
where a written request is submitted by one of the Chief Executive Officers or by one fifth of the Directors in office.

14.2 The Board of Directors may also be convened by the Board of Statutory Auditors or by each standing auditor, upon communication to
the Chairman of the Board of Directors.

14.3 The Chairman shall communicate the items on the agenda of the board meeting in advance and shall ensure that sufficient information
on the items to be discussed is provided to all directors, considering the circumstances at hand. 

14.4 Notice of Board meetings is given by registered letter, telegram, fax or e-mail sent at least five days in advance (or in cases of urgency,
at least six hours in advance), to each Director or standing auditor.

14.5 However, the Board of Directors may take valid decisions even in the absence of a formal notice, if all its members and all the standing
auditors in office are present.

14.6 Participation in board meetings and meetings of the Executive Committee, where appointed, is permitted – should the Chairman or ac-
ting Chairman see the need – by means of telecommunication systems that permit all attendees to participate in the discussion and obtain
information on an equal basis.

14.7 Meetings of the Board of Directors – or Executive Committee, if appointed – are considered as held in the place where both the Chairman
and Secretary must be.

Article 15 

15.1 Meetings of the Board of Directors may also be held outside the company’s registered office, as long as they are held in Italy or countries of the
European Union.

Article 16 

16.1 Meetings of the Board of Directors are validly constituted where the majority of the Directors in office are in attendance and resolutions
are taken by majority of votes cast. In the event of an equal number of votes, the Chairman shall have the casting vote.

Article 17 

17.1 The Board of Directors’ resolutions, even if taken during meetings held by telecommunications equipment, shall be entered in the ap-
propriate register; all minutes are signed by the Chairman and by the Secretary of the meeting. 

17.2 Any relevant copies and extracts not authenticated by a notary are certified true by the Chairman.

Article 18 

18.1 The Board of Directors shall be vested with all powers of ordinary and extraordinary company management. It shall have the faculty to
carry out all acts deemed appropriate to implementing and attaining the company's business purpose, with no exceptions save those tasks
that the law and the Articles of Association reserve to the shareholders' meeting.

18.2 Within the terms of law, the Board of Directors shall be assigned the power to determine mergers and spin-offs, to reduce share capi-
tal in the event of shareholder withdrawal, to adapt the Articles of Association to provisions of law, to transfer the company’s registered offi-
ce to another location within the Italy, and to set up or close secondary offices.

18.3 In case of urgency, related party transactions of greater or lesser significance, as defined in the procedure for related party transactions
adopted by the Board of Directors of the Company, which are not the responsibility of the shareholders’ meeting and need not be authorised
by it, may also be completed as an exception to the respective authorisation methods provided for in the procedure, as long as it is under
the conditions provided for therein.

18.4 The Board of Directors and the Board of Statutory Auditors are informed, also by the appointed organisations, on the activities carried
out, on the general trend in operations, on the outlook and the most important economic, financial and equity transactions carried out by the
company or by subsidiaries. More specifically, the appointed organisations shall report on the operations in which they are involved on their
own behalf or on behalf of third parties, or that are affected by the party exercising the management and coordination, where applicable.

18.5 Information is provided in a timely manner and in any case at least once a quarter, during meetings or in writing.

Article 19 

19.1 For the management of company business, the Board of Directors is authorised to delegate the powers it deems appropriate to one or
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more of its members, potentially qualifying such as Chief Executive Officers and assigning them individual or joint company signature, as dee-
med most appropriate.

19.2 It may also delegate its attributes to an Executive Committee consisting of some of its members, whose fees will be established by the
shareholders’ meeting.

19.3 It also has the authority to appoint one or more Committees with advisory or proposing functions, in order to adapt the corporate go-
vernance structure to the recommendations issued by the competent authorities from time to time..

19.4 The Board of Directors appoints a Manager responsible for corporate financial reporting, having heard the opinion of the Board of
Statutory Auditors. Without prejudice to revocation for just cause, having consulted with the Board of Statutory Auditors, the office of the
Manager responsible for corporate financial reporting shall expire with that of the Board of Directors that appointed him.

19.5 The Manager responsible for corporate financial reporting must be an expert in administrative, finance and auditing matters and must
meet the requirements established for directors. The loss of these requirements will entail forfeiture of office, which must be declared by the
Board of Directors within thirty days of its becoming aware of the fault.

19.6 Finally, the Board of Directors may also appoint General Managers, Deputy General Managers, Managers, Deputy Managers and repre-
sentatives for individual deeds or categories of deeds, determining powers and duties. The appointment of Managers, Deputy Managers and
representatives for individual deeds or categories of deeds may also be deferred by the Board of Directors to Chief Executive Officers and
General Managers.

Article 20 

20.1 The Chairman of the Board of Directors and, if appointed, the Deputy Chairmen and Chief Executive Officers shall all separately repre-
sent the company before third parties and in court, up to the limits of the powers assigned to them by the Board of Directors..

20.2 Each of the aforementioned parties shall, in any case, be fully entitled to launch legal action and appeals in court and at any level of ju-
risdiction, including at revocation and cassation proceedings, to file petitions and legal action in criminal proceedings, to as appear as a civil
party for the company in criminal proceedings, to bring legal action and file appeals before all administrative courts, to intervene and resist
legal action and appeals involving the company, to this end awarding all necessary powers of attorney and mandates for the disputes.

20.3 Up to the limits of the powers assigned them by the Board of Directors, the Chairman and, if appointed, the Deputy Chairmen and Chief
Executive Officers, as well as the Board of Directors itself, are authorised to grant the representation of the company before third parties and
in legal proceedings to Managers and, more generally, to employees or third parties.

Articolo 21 

21.1 In addition to the reimbursement of expenses incurred for reasons of office, members of the Board of Directors receive an annual fee
determined by the Shareholders’ Meeting. 

21.2 The remuneration of directors vested with particular offices is established by the Board of Directors, having consulted the Board of
Statutory Auditors.

BOARD OF STATUTORY AUDITORS

Article 22 

22.1 The Board of Statutory Auditors is composed of two three standing auditors and two alternate auditors who meet the requirements spe-
cified by current legislation and regulations; to this end, it will be considered that matters and sectors of activity strictly related to those of the
business, are those specified in the company purpose, with specific reference to companies or entities operating in the field of finance, indu-
stry, banking, insurance, real estate and services in general.

22.2 The Ordinary Shareholders’ Meeting elects the Board of Statutory Auditors and determines its fees. The minority is entitled to elect one
standing auditor and one alternate auditor.

22.3 The Board of Statutory Auditors is appointed, except where provided for by par. 17 of Art. 22 of these Articles of Association – in com-
pliance with the legislation, laws and regulatory provisions – on the basis of lists submitted by the shareholders in which the candidates are
listed using a progressive numbering system.

22.4 Each list contains a higher number of candidates than the number of members to be elected.

22.5 All shareholders who alone, or jointly with other shareholders, represent at least 1.5% of the share capital with voting rights in the ordi-
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nary shareholders’ meeting, or the lesser amount required by the regulatory provisions issued by the National Commission for Companies
and the Stock Exchange (CONSOB) for the presentation of lists of candidates to be appointed to the Board of Directors, will be entitled to
present a list. They shall be obliged to prove ownership of the number of shares necessary to present lists of auditor candidates within the
terms specified by legislation, the law and/or regulations.

22.6 All shareholders may present, or jointly present, just one list.

22.7 Lists presented by candidates, signed by those presenting them, must be filed at the company’s registered office and available to anyo-
ne that requests them, at least twenty-five days before the date scheduled for the shareholders’ meeting called to resolve on the appointment
of the members of the Board of Statutory Auditors, without prejudice to an extension in the cases permitted by the provisions of law and/or
regulations.

These lists shall be made available to the public at the company’s registered office, on the Company’s website or via another method provi-
ded for by CONSOB regulations at least twenty-one days prior to the date of the shareholders’ meeting.

In any case, without prejudice to any further documentation that may be required by legislation, the law and/or regulations, a curriculum vitae
containing the personal and professional characteristics of the parties appointed, specifying any administration and control offices held in
other companies, along with the declarations made by candidates to the following effect, must accompany the lists:

– accepting their candidacy, and

– certifying, under their own responsibility, the lack of any existence of causes for ineligibility for election or incompatibility, in addition to the
existence of the requirements prescribed by legislation and regulations applicable and by the Articles of Association for the office.

Any changes that may occur until the day in which the Shareholders’ Meeting is actually held shall be promptly notified to the company.

22.8 Any lists not presented in observance of the instructions shall be considered as not having been presented.

22.9 Each candidate may be included in one list only on pain of ineligibility.

22.10 The lists are divided into two sections: one for candidates for the position of standing auditor and the other for candidates for the po-
sition of alternate auditor. The first of the candidates in each section shall be appointed from those entered in the Register of Statutory Auditors
carrying out statutory auditing activities on accounts for a period of no less than three years. In order to ensure gender balance in complian-
ce with the pro-tempore regulations in force, each list containing a number of candidates for the position of statutory auditor equal to or hi-
gher than three must indicate, in the first section, the candidate belonging to the less represented gender that received the second highest
number of votes and also, in the second section, one candidate belonging to the least represented gender in said first section.

In compliance with the provisions of the applicable pro-tempore legislation governing gender balance, the lists which, considering
both sections, present a number of candidates equal to or higher than three, must include as many candidates belonging to a dif-
ferent gender in the section of the list relating to standing auditors as in the section relating to alternate auditors.

22.11 All those with voting rights may vote for only one list. 

22.12 The members of the Board of Statutory Auditors are elected as follows: 

a) two standing auditors and one two alternate auditors are appointed from the list obtaining the highest number of votes (so-called majo-
rity list), in the order in which they are presented in the list itself;

b) the remaining standing auditor and the other alternate auditor shall be appointed from the list obtaining the highest number of votes at
the Shareholders’ Meeting after the first (so-called minority list), in the order in which they are listed in the list itself; if several lists obtain
the same number of votes, a further ballot shall be held among such lists by all those parties entitled to vote present at the Shareholders’
Meeting, with the candidates on the list obtaining the simple majority of votes being elected.

22.13 The Board of Statutory Auditors will be chaired by the standing auditor specified as the first candidate on the minority list. 

22.14 If the application of the list voting mechanism does not ensure, considering standing and alternate auditors separately, the
minimum number of statutory auditors belonging to the least represented gender set forth by the pro-tempore legal and/or regula-
tory provisions in force, the candidate belonging to the most represented gender and elected, indicated with the highest sequen-
tial number in each section of the list that received the highest number of votes, shall be replaced by the candidate belonging to
the least represented gender and not elected, taken from the same section of said list in accordance with the order of appearance
on said list.

22.14.15 In the event of the death, waiver or forfeiture of a standing auditor, the first alternate auditor belonging to the same list as the for-
mer auditor takes over, according to the sequential order that ensures, in any case, gender balance compliance required by the pro-tempo-
re legal and/or regulatory provisions in force. In the event the replacement does not make it possible to appoint members of the Board
of Statutory Auditors in conformance with the applicable legislation governing gender balance, the second alternate auditor taken
from said list takes over. If it is subsequently necessary to replace another standing auditor taken from the list that received the hi-
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ghest number of votes, the other alternate auditor taken from said list, in any case, takes over. However, iIn the case of replacement
of the Chairman of the Board of Statutory Auditors, the chair is taken by the candidate listed auditor in the same list to which of the outgoing
Chairman belonged, according to the order of said list, without prejudice, nonetheless, to possession of the legal and/or statutory re-
quirements to hold office and compliance with gender balance, required by the pro-tempore legal and/or regulatory provisions in
force. If it is not possible to proceed with the replacements in accordance with said criteria, a shareholders' meeting will be called to supple-
ment the Board of Statutory Auditors, which will resolve by relative majority.

22.15.16 When, pursuant to the previous paragraph or in accordance with the law, the Shareholders’ Meeting is required to appoint the stan-
ding auditors and/or alternate auditors necessary to complete the Board of Statutory Auditors, it shall act in the following manner: if the sha-
reholders’ meeting has to replace auditors elected from the majority list, they are appointed by relative majority vote with no list restriction, wi-
thout prejudice, in any case, to the observance of gender balance required by the pro-tempore legal and/or regulatory provisions in force. if
the Auditors elected from the minority list have to be replaced, however, the Shareholders’ Meeting shall replace them with a relative majori-
ty vote, where possible selecting candidates from the list on which the Auditor to be replaced appeared, and in any case in compliance with
the need to represent minorities, to whom these Articles of Association ensure the right to participate in appointing the Board of Statutory
Auditors, without prejudice in any case to the respect of gender balance as established by the provisions of law and/or regulations as appli-
cable and in force. The principle of necessary minority representation shall be considered as met in the event of the appointment of auditors,
put forward in due course, from the minority list or other lists different from the list that, at the time of appointment of the Board of Statutory
Auditors, had obtained the highest number of votes.

22.16.17 If only one list has been submitted, the Shareholders’ Meeting shall vote thereon; if the list obtains a relative majority, the candida-
tes indicated in the respective section of the list shall be elected standing auditors and alternate auditors; the Board of Statutory Auditors shall
be chaired by the person indicated first in the aforesaid list. 

22.17.18 For the appointment of auditors not nominated according to the procedure laid down herein for any reason, the Shareholders’
Meeting resolves with the legal majorities, without prejudice, in any case, to observance of the gender balance required by the pro-tempore
legal and/or regulatory provisions in force

22.18.19 The outgoing auditors may be re-elected.

22.19.20 Meetings of the Board of Statutory Auditors may, if the Chairman or his representative deems i necessary, be attended by means
of telecommunications systems that permit all attendees to participate in the discussion and obtain information on an equal basis.uti.

FINANCIAL STATEMENTS - ALLOCATION OF PROFITS

Article 23 

23.1 The company’s year ends on December 31, of each year.

Article 24 

24.1 The year’s profits will be allocated as follows: 5% (five percent) allocated to the legal reserve fund until this has reached one fifth of share
capital and the remainder, unless resolved otherwise by the shareholders’ meeting, divided up between the shareholders, in proportion to the
shares held by each shareholder. 

24.2 Any dividends not cashed within five years of the date on which they become payable, are prescribed in the company's favour. 

24.3 Where legal conditions are met, the company may distribute advances on dividends.

GENERAL PROVISIONS

Article 25 

25.1 Shareholders’ domiciles, as regards all their relations with the company, are, to all intents and purposes, those recorded in the register
of shareholders. 

Article 26 

26.1 Matters not provided for by these Articles of Association shall be governed by legal provisions.
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