X Reply

Living network

Annual Financial Report
o gl






Annual Financial Report
2010






Contents

5 Board of directors and controlling bodies
7  Financial highlights
10  Letter to the Shareholders

13 Reply Living network

43 Report on operations

44 Main risks and uncertainties to which
Reply S.p.A. and the Group are exposed

47  Financial review of the Group

53  Significant operations in 2010

55  Reply on the stock market

57  The Parent Company Reply S.p.A.

60  Corporate Governance

61  Other information

64  Events subsequent to December 31, 2010

64  Outlook on operations

65  Motion for approval of the Financial statements
and allocation of the net result

67 Consolidated financial statements as at December 31, 2010
68 Consolidated income statement
69 Consolidated statement of comprehensive income
70  Consolidated statement of financial position
71  Statement of changes in consolidated equity
72  Consolidated statement of cash flows
73 Notes to the consolidated financial statements
123 Annexed tables
129  Attestation in respect of the Consolidated Financial Statements
under Article 154-bis of Legislative Decree 58/98
130  Statutory Auditor’s report
132 Independent Auditor’s report

135 Statutory financial statements as at December 31, 2010

136  Income statement

136  Statement of comprehensive income

137  Statement of financial position

138  Statement of changes in equity

139  Statement of cash flows

140  Notes to the financial statements

183  Annexed tables

189  Attestation in respect of the Statutory Financial Statements
under Article 154-bis of Legislative Decree 58/98

191  Statutory Auditor’s report

198 Independent Auditor’s report

This Annual Report has been
translated into English from
the original Italian version.
In case of doubt the italian
version shall prevail. 201 Report on Corporate Governance






Board of directors
and controlling bodies

Board of Directors

Chairman and Chief Executive Officer
Mario Rizzante

Chief Executive Officer
Tatiana Rizzante

Executive Directors

Oscar Pepino

Claudio Bombonato

Fausto Forti (1) (2) (3)

Marco Mezzalama (1) (2)

Carlo Alberto Carnevale Maffé (1) (2)

Statutory Auditors

President
Cristiano Antonelli

Statutory Auditors
Paolo Claretta Assandri
Ada Alessandra Garzino Demo

Independent auditors

Reconta Ernst & Young S.p.A.

(1) Directors not invested with operational proxy;

(2) Independent directors, according to the Corporate Governance code
for public companies;

(3) Lead Independent Director.



Reply Annual Financial Report 2010

Reply share market trend in 2010
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Financial highlights

Economic figures (Euros/000) 2010 % 2009 % 2008 %
Revenues 384,202 100.0 340,166 100.0 330,210 100.0
Gross operating income 49,215 12.8 42,860 12.6 46,044 13.9
Operating income 41,570 10.8 35,882 10.5 41,159 12.5
Income before taxes 40,094 10.4 33,968 10.0 40,135 12.2
Group net income 20,367 5.3 16,628 4.9 18,924 Bt/
Financial figures (Euros/000) 2010 2009 2008

Group shareholders’ equity 137,493 123,823 111,646

Minority interest 1,331 6,462 13,278

Total assets 362,333 309,071 301,038

Net working capital 92,416 89,345 81,358

Net invested capital 138,610 140,785 143,551

Cash Flow (*) 25,301 26,022 10,267

Net financial position 214 (10,500) (18,627)

(*) Calculated as the sum of operating cash flows and change in operating activities

Data per single share (in Euros) 2010 2009 2008

Number of shares 9,222,857 9,222,857 9,222,857

Operating income per share 4.51 3.89 4.46

Net result per share 2.21 1.80 2.05

Cash Flow per share 2.74 2.82 1.11
Shareholders’ equity per share 14.91 13.43 12.11

Other information 2010 2009 2008

Number of employees 3,149 2,994 2,686
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Letter to the Shareholders

Dear Shareholders,

In 2010, Reply proved able to achieve further
growth and consolidation: our turnover exceeded
384 million Euros, an increase of almost 13%
when compared to 2009; and at the same time

we recorded a net profit increase of over 20%.

Reply obtained these results by focusing its
development on the capacity to put both
technological and business innovation at the
service of its clients, owing to a process of
continuous research, selection and promotion
of solutions that can support and uphold value
within organisations.

Nowadays we all live and work in a world where digital
and technological components increasingly form part
of our everyday lives: we are facing the new network
paradigms of consumerization and industrialisation.
The push towards convergence of Telecommunications,
Media and Consumer Electronics signifies that
components previously unrelated to any form of
connectivity must now be seen as “Network Devices”.

The infrastructures and applications now available
allow for the creation of a new generation of services,
constructible by users and accessible at any time, from
any place and via different platforms and devices. New
service models, enabled by Cloud architecture, are
taking hold in all commercial and industrial sectors.
The communications market has seen exponential growth
in the importance attached to the single brand, product
or service on the various digital platforms.



A company like Reply operates in a context that is
experiencing profound change. Now, as never before,
it is vitally important to be able to transform the
opportunities given by technology into innovation for
companies.

We have worked with commitment and determination
throughout these past months to establish ourselves in
specialist niches that will become ever more essential
in the near future, such as Social Networking, Digital
Media, Cloud Computing, Mobile Applications, the
Internet of things and Business Intelligence.

We have invested in the consolidation of our proprietary
assets and have continued to re-engineer our offer,
working on our technology and consulting skills in
order to better support businesses running cohesive
technology in line with ever more rapid and capillary
business processes.

We have extended our market penetration in Europe,
thanks to a distinctive offering of new technologies,
not only in the UK and Germany, where we were
already present, but also in Belgium, the Netherlands,
Luxembourg and Poland. We have also opened offices
in Brazil, a country which represents a very interesting
market with great development potential.

2010 has been a successful year in terms of acquiring
new market shares and building a solid basis for

the creation of an even more significant European
presence for our Group.

In a now global and highly competitive sector, Reply is
a vital new brand, perceived as innovative and first-rate.

We are now committed to achieving new and greater

levels of excellence.

Chairman
Mario Rizzante

®
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Reply is a Consulting, Systems Integration,
Application Management and Business Process
Outsourcing company, specialising in the design
and implementation of solutions for new
communication channels and digital media.

Comprising a network of highly specialist
companies, Reply provides Europe’s leading
industrial groups with effective support in
terms of the definition and development

of business models enabled by the new
technology and communication-based
paradigms, such as social networking,
cloud computing and the Internet of Things,
to optimise and integrate processes,
applications and devices.

Reply is synonymous with:

a mindset highly focused on technological
innovation;

a flexible structure capable of anticipating market
developments and interpreting new technological
drivers;

a successful and proven delivery method;

a network of companies specialising in their own
area of competence;

teams composed of experts from top universities;
a highly experienced management team;
continuous investment in research and
development;

long-term relationships with existing clients.



Organisational model

Reply operates as a network composed of
companies specialising in processes, applications
and technologies.

Each company is representing a centre of
excellence in its respective field of expertise.

Processes - for Reply understanding and using
technologies means introducing a new enabling
factor into processes, as a result of in-depth
knowledge of the market and of the specific
industrial implementation contexts.

Applications - in Reply the design and
implementation of application solutions are aimed at
meeting the core business needs of enterprises.
Technologies - in Reply the use of innovative
technologies is optimised to create solutions that
ensure customers benefit from maximum operational
efficiency and flexibility.

The range of services offered
by Reply includes:

Consulting - strategic, communications,

process and technology;

Systems Integration - taking technology to the
highest level, by combining business consulting
with high value-added and innovative technology
solutions;

Application Management - management,
monitoring and continuous evolution of the
application assets.
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Market focus

In 2010, the Group’s turnover among various

In each of the market segments where Reply
vertical sectors was splitted as follows:

is currently active, the Group combines its
specific sector skillswith its long experience as
a service provider and wide range of advanced
technological capabilities.

21.4% Telco

1.5% High Tech .
1.8%ICT \\ ‘ __ 9.7% Media

9.6% Utilities

21.1% Manufacturing

~ 23.9% Finance

11% PA




Telco and Media

Reply features among the leading technological
partners in the telecommunications market. A sec-
tor which has been characterised over the last few
years by the rapid transformation of operators from
being suppliers of connectivity to providers of inno-
vative services and digital content.

In this context, Reply supports these operators as they
undergo process and service integration across two key
fields: Business Support Systems (BSS) and Operation
Support Systems (OSS).

At the same time, the ever-increasing diversity of last
generations’ devices, along with the exponential growth
of social networks and directly generated user content,
has led to an effective convergence between communi-
cation channels through the proliferation and exploita-
tion of value-added services.

Reply’s response to this new generation of content
production integrates consulting, communication and
creativity, based on the most advanced technologies.

Banking, Insurance and Finance Institutions

Reply collaborates with the main banking and insur-
ance institutions to create solutions for key company
activities, basing its results on an in-depth, innovative
revision of business models, company procedures and
their underlying technological platforms.

Examples include: Multichannel retailing, with CRM and
segment oriented marketing solutions, advanced mobile
banking and online trading platforms, innovative digital
product development, web marketing, the development of
the new generation of call centres and the digitalisation of
processes. Wealth management, with solutions and busi-
ness models for both factory and distribution network asset
management, including new models of paid consulting.
Credit, compliance and risk management, with a range

of experience both in Italy and in Europe concerning
ground-breaking solutions applicable to both processes
and systems for the allocation of retail credit (mortgages
and consumer credits). These entail the creation of busi-
ness models and systems which evaluate and control the
various types of risk, as well as the design and implemen-
tation of the relevant data systems.
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Industry and Services

Reply works alongside businesses during all

IT system transformation and management
stages; from strategic design to the conception
and redefinition of core processes, up to the
implementation of solutions to ensure applications
are integrated within the extended enterprise.

Technological innovation in this sector involves the
definition of CRM and e-commerce solutions in support
of marketing, sales and service, the development of lo-
gistics and stock management projects and the design
of systems capable of regulating supply chains and
shortening the time needed to adapt to new product
specifications, which are increasingly defined by the
client himself.

Energy and Utilities

Over the last few years, the energy & utilities
sector has come up against stiff competition and
deregulation as a result of new EC legislation
which has caused the division of the distribution
and sales processes, driven by an increased
pressure on revenue and profit, as well as the
need to continuously provide higher service and
safety levels.

These developments help to heighten interest from
investors who are increasingly seeing ICT components
as the elements which afford any company a competi-
tive edge.

Reply supports gas and electricity sales and distribu-
tion companies in the initiatives governing operational,
organisational and technological changes, imple-
mented in order to comply with new legislation which
focuses on the progressive orientation towards renew-
able sources and the increased competition offered by
a free market.

More specifically, Reply creates software solutions

for the key CRM and billing processes specific to the
utilities market, and collaborates with some of the
most important energy companies in projects concern-
ing pricing, forecasting, smart metering and meter
data management.

Public Administration and Health

The objective of increasing the quality of public
services and trends governing public spending
within ltaly, necessitates the re-engineering of
front and back office processes and instruments
on behalf of the Public Administration.

This can be achieved by redesigning
infrastructures to achieve greater operational
efficiency and flexibility.

Within the central and local government and health
sectors, Reply benefits from experience gained in the
more advanced on-line services by verticalising ap-
plications and skills to generate specific solutions for
the management of the rapport with the public and
businesses.
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Technological innovation

Technological innovation is at the heart of
Reply’s business, which has always pursued
the objective of providing its clients with the
tools necessary for increasing flexibility and
efficiency.

Reply is continually dedicated to the
research, selection and promotion of
innovative solutions that can support and
uphold value within organisations.

Cloud Computing

Reply considers cloud computing yet another
step forward in the evolution of current IT
systems; it devises, organises and administers
business services, systems and processes
based on two key elements: the power of the
Internet and a pay-per-use model.

In this context, Reply focuses on providing end-to-
end support in the cloud computing process, from
consulting services, to the choice of the cloud model
best suited to a company’s needs, from deployment
and integration of custom platforms and applications,
to easy-to-measure maintenance and management
services based on consumption cost.

Specifically, Reply proposes a cloud computing ap-
proach built around three core elements:

End-to-end consulting support (from the process it-
self to its operational management) to assist custom-
ers in understanding, choosing and developing the
best technology and application solutions;



> Reply’s own Enterprise Private Cloud platform to help

organisations quickly implement this new provision
methods;

SaaS services and solutions based on Reply’s main
application platforms (TamTamy, SideUp Reply, Gaia
Reply, Discovery Reply).

The company’s partnerships with some of the most
important global vendors, including Amazon, Google,
Microsoft and Oracle, also allow Reply to offer the best
solution for each individual company, both in terms of
the model to be chosen and the technology to be used.

CRM

In an environment experiencing considerable
change, the true essence of CRM continues to
be the study, planning, building and reinforce-
ment, day after day, of the reasons and prin-
ciples for which a client remains loyal to a brand,
product or service. It therefore becomes vital
that companies identify and implement a rela-
tionship strategy based on what drives their cli-
ents - customer analytics — as well as, the factors
which distinguish the company itself.

The ever-increasing integration with new communi-
cation technologies, especially those in the field of

|n

mobility, the “social” component of participation and
collaboration, and the diffusion of multi-channelling
are extremely important when creating CRM solutions
to generate actual value within the entire value chain.
As a result, Reply’s vision of the organisational pro-
cesses and models to be applied, has been defined
specifically to establish an appropriate and efficient
level of integration between the framework of the CRM
solutions proposed and the existing company struc-
tures.

An increasing number of clients are being assisted in
the definition of CRM system principles, the revision of
processes and creation of CRM technological struc-

tures and solutions by applying the systems as an end-
to-end way of managing their respective operational
and organisational processes.

Moreover, thanks to Reply’s long experience in many
markets where end-to-end assistance is a key compo-
nent of the CRM framework, the Group is capable of
integrating sophisticated reporting management mod-
els, based on the main technologies available, such

as Oracle, Microsoft, SAP and other “best of bread”,
including in on-demand mode.

Business Intelligence

As predicted by key market analysts at the end
of 2009, investments in business intelligence
and data warehousing have continued to domi-
nate a significant share of company IT budgets
during 2010.

In this context, Reply supports its clients in the design
and development of business intelligence and data
warehousing solutions for corporate performance man-
agement and business analytics, and specifically in the
strategic implementation of those processes which are
designed to improve corporate efficiency, such as CRM.

Another element which contributed to development

of this area was the increasingly wide range of solu-
tions for performance management which was recently
expanded by new applications for incentive & compen-
sation management.
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Social Networking

The ever-increasing popularity of social networks,
including those within the context of the enterprise
sector, is the starting point for development of new
software methods and applications that emphasise
sharing. The application of social networking models
and technologies does, in fact, introduce new ways
of participating in companies, based on dispersed
and unstructured knowledge.

With a view to increasingly lend a voice to users, knowl-
edge management platforms are more disposed to bottom-
up approaches of construction and information sharing
based on wikis, blogs, chat and forums.

Apart from specific solutions aimed at maximising user
and stakeholder participation via the Internet (social en-
gagement) and using the right tools to monitor and engage
conversation and interactions within communities (social
listening), Reply bases the specific offering for corporate
social networking on its own TamTamy™ platform, which
uses an SaaS (Software as a Services) delivery model in a
cloud computing system.

22

Mobile & Wireless

The network infrastructures and applications
available today have paved the way for a new
generation of services. These services can be built
by the users themselves and used at any time, in
any place and on various different platforms and
devices. Access via browser is being increasingly
matched in popularity by access via client, an
essential facility in offering a better quality of
experience to users who log in using ultramodern
devices and smartphones.

Thanks to its wealth of experience in devices, user
experience and communication protocols, as well as its
knowledge of the most important processes, Telco and
Media, Reply is able to support its clients in creating
multichannel interaction setups with new collaborative
environments that guarantee:

easy access to services and information anywhere and
anytime;

wired and wireless device integration;

an always-on infrastructure for managing and distribut-
ing services and content.



The ever-increasing demand for services offering a higher
level of user interaction across all mobile platforms, chan-
nels and devices (desktop, mobile, Internet, TV) has led
the company to create its own Application Factory, dedi-
cated to the development of mobile applications in both
business and consumer contexts.

Digital Communication

Over the past few years the communication market
has seen an increase in the importance of the
presence of a single brand, product or service on
the various digital platforms. A new, active presence
which invites the consumer/user to interact: this
“dialogue” is what renders the concept completely
different from the traditional “display only” model
used in all markets and by all brands in the past 10
or 20 years.

Creative skills (which have always represented the true
added value of an efficient advertising campaign) are
now to be accompanied by a high standard of technologi-
cal skills and design. In other words, added value now

comprises all the elements which bring creativity to
life and render it interactive on the new channels:
Internet, mobile telephones, but also digital P.O.S.,
game platforms and others.

This new scenario requires a closer relationship
between creativity and technology, a gap which will
undoubtedly continue to narrow in the context of
excellent communication media which successfully
maintains the brand’s competitiveness.

In response to this demand from the market, in 2009
Reply and Armando Testa decided to merge Aware
and Testawebedv. The result was Bitmama, a digital
creative agency with expertise in multichannel brand
marketing.

In addition to the creation and management of all
aspects concerning brand image using interactive
digital media, Bitmama'’s expertise also extends to

the application of creative concepts and technol-

ogy to important sectors such as mobile telephone,
e-commerce and gaming, These sectors are now, and
will continue to be, targeted by commercial brands, as
the main international communication markets already
show today.

23
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Internet of Things

The ever-increasing convergence between Telco,
Media and Consumer Electronics mean an
ever-increasing need to consider objects which
up until now have been free from all kinds of
connectivity, as “network devices” (electrical
appliances, controllers for integrated home
automation systems, etc.). Machine 2 Machine,
or Internet of Things, is destined to become a
key sector for the diffusion of new technologies,

both within companies and in everyday life. Reply

intends to be a key player in this sector and the
services connected to it.

The aim of the Internet of Things is the development

of the current Internet network communication para-
digm, mainly through the exchange of information
which almost always views the human user as the
intended recipient or source of such information. In
the new paradigm, machines acquire the capability
to interact with one another even without human
intervention, and therefore must present a high level

of auto-configuration and auto-regulation, based on
information drawn automatically from the operating
context (“context awareness”). There are many
fields of application: from industrial applications
(production processes), to logistics and info-mobi-
lity, through to energy efficiency, remote assistance
and environmental protection.

Reply, with its own centre for Research and
Development on the Internet of Things, is commit-
ted to developing a platform of services, devices
and innovative middleware, which goes beyond the
limits set by existing market solutions.

The key elements of such a platform are pervasive-
ness, transparency, portability, flexibility, sensitivity
to context and the capacity to adapt and configure
itself. The platform is aimed at providing a basis
for new specific vertical applications such as info-
mobility, advanced logistics, environmental safety,
content-aware payments, health, car wellness and
product traceability.



Gaming

With around 57 million Europeans — almost

a quarter of all users — using mobile gaming
platforms, gaming today represents one of

the fastest growing sectors, with total growth
exceeding 50% from year to year. According to
predictions made by key analysts, apps downloads
will rise from the 2010 figure of 10.9 billion to well
on 76.9 billion by 2014.

The extension of mobile apps to all aspects of our
personal and professional lives will be a distinguish-

ing feature of the current decade and will continue to
generate opportunities in practically all sectors of the
business world, thanks to the growing popularity of the
smartphone, mobile devices and the new generation of
objects connected by Internet.

For this reason, at the end of 2010, Reply set up a mo-
bile gaming offering which combines technological skills
with experience in digital design addressing not only the
consumer needs but also most complex business2busi-
ness scenarios.

Security

Reply’s Business Security services cover all
aspects linked to the protection of company
property and moveable assets, by following an
integrated model which addresses each risk
component: from the identification of threats
and vulnerabilities, the definition, design

and implementation of the most suitable
countermeasures in terms of technology, law,
organisation, insurance or risk reduction.

Reply can also boast market leadership in managed
security services, thanks to its ability to offer round-
the-clock services via its own Security Operation
Centre (SOC).

New competence areas developed in 2010 concern
borderless security or, in other words, the security
problems resulting from the combination of three
worlds — Mobile, Cloud and Social — which are
increasingly attracting the spotlight of the business
world.

25
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Today the Net is “the information system”,
through which an increasing volume of data,
media and complex contents can be accessed

by users in real time.

This new way of using the Internet presents
new kinds of competition, based on approaches
to services which rely on three key elements:
the software platforms used, an understanding
and command of the processes, and service

management.

Reply supports its clients in the face

of such innovation, by supplying services
and platforms designed to maximise the
new possibilities offered by the Internet
and by communication technologies.

Click Reply™

Click Reply™ — the Reply platform for supply chain
execution — delivers optimised management of inventory,
warehouse, transportation management and order
fulfilment processes.

The solution’s architecture, which is entirely service-
orientated and based upon open standards, integrates
with ERP, SCM and MES systems.

Click Reply™ can be used with a wide range of devices
for the reading and writing of tags based on RFID
technology, as well as more traditional devices such as
barcode scanners and voice recognition.

Definio Reply™

Definio Reply™ — the Reply platform for risk
management and wealth management — is designed
for financial companies — banks, asset management
companies, insurance companies, pension funds, bank
foundations, investment and private banks and family
offices — that analyse and monitor managed financial
activities, both directly and through third parties.



Discovery Reply™

Discovery Reply™ - the Reply platform for digital
asset management - renders the entire lifecycle of
digital assets more efficient, thanks to innovative
methods for managing workflow, a high level of
interoperability with existing company systems and
advanced services providing multichannel distribution
of content.

Discovery Reply™ provides support for integrated
production models, use and filing of content via a
flexible open platform, and a simple, easy-to-use
interface for acquiring, processing, cataloguing,
accessing, searching for and distribution of digital
assets on the various traditional delivery channels,
(TV and digital TV) and IP-based ones (IPTV, WebTV,
Over-The-Top TV, MobileTV).

Gaia Reply™

Gaia Reply™ is a flexible framework that offers
scalability for the development and supply of services
and content for various mobile devices.

GAIA Reply™ integrates data coming from any
structured source, formats it according to the service
criteria and makes it available, in a standard format,
for any channel or mobile device; the framework also
improves display and browsing facilities, making
them more user-friendly for the various devices
used. In addition to offering a flexible model, the
tools available for managing services render GAIA
Reply™ highly scalable and suitable for various
company needs, whether these be relative to the
development of particularly complicated services
(e.g. mobile banking) or to the implementation of
less complicated ones (e.g. mini-MSIT; promotional
activities; landing page; etc.).

TamTamy™

TamTamy™ - the Social Network platform developed
by Reply — responds to companies’ ever-increasing
requirements involving the facilitating and sharing of
individual knowledge, collaboration and new forms of
communication. For this reason, TamTamy™ Reply has
combined the most important widely-used community
tools currently available online (wikis, blogs, tags,
video and photo sharing, podcasts, rss, etc.) in one
single customisable interface, along with a series

of basic services such as identity and attendance
management, categorisation, rating, search function
and online texting.

SideUp Reply™

SideUp Reply™ - the Reply service platform for
Warehouse Management - delivers optimised
management of inventory, warehouse and order
management processes. The solution, entirely based
on the cloud computing model, integrates with ERP,
SCM and MES systems. SideUp Reply™ is especially
suitable for businesses wishing to implement
warehouse management solutions in a short time or
for a certain period. Unlike traditional warehouse
management systems, SideUp Reply™ is accessible
directly via the Internet as a pay-per-use model; i.e.
payment according to actual consumption.
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Application Management

Reply has designed an application management
model characterised by:

a modular approach which allows the client to
purchase single components of the service (e.g.
application maintenance only, operational support
only) or structured groups of services;

a flexible, user-friendly model which aims to
integrate Reply’s services with the client’s existing
processes in the best possible way, by adapting it to
suit the client’s specific requirements.

Business Process Outsourcing

Reply supplies specialised BPO services in three
fields of expertise:

Finance & Administration - management of
accounting processes, drafting of financial
statements and consolidated balance sheets,
management of tax obligations, digitisation of the
accounting documents and relative filing.

Human Resources - training, ECM, career profiles,
corporate knowledge, management analysis tools.
Pharmaceutical - management and control of

pharmaceutical expenditure.

NN 2N N2

CFO Services

The need to use complex tools for reporting and
simulation purposes in order to rapidly receive
adequate information on the company’s progress
and capacity to create value are forcing the CFO to
radically change role.

Within its Business Performance Management ser-
vices, Reply has designed specific products provid-
ing support to CFOs, who are increasingly finding
themselves having to come to terms with topics and
tasks previously the responsibility of CEOs:
Definition of the corporate control model;
Strategic planning and budgeting;

Drafting of the consolidated balance sheet;

IPO Support.
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Partnership / Research and Development

Reply considers research and continual
innovation as the key assets for supporting
clients when they implement new technologies.

The company’s partnerships with some of the
most important global vendors, allow Reply

to offer the best solution for each individual
company. Specifically, in ltaly and Germany,
Reply boasts the highest level of certification
amongst the three top technology names in the
enterprise sector: Microsoft, Oracle and SAP.

Microsoft

Reply has one of the main Microsoft skills centres,
both in technological terms as well as Microsoft
Business Suites, and in 2010 it consolidated its skills
and experiences in fields linked to Cloud Microsoft with
Microsoft Azure and Office 365, IAAS and virtualised
environments. Platforms such as Azure (the Microsoft
Platform as a Service/PAAS solution) and Office 365
(on-line services) are currently the foundation of
various projects entirely created on infrastructural
platforms which are no longer tangible but virtualised,
in keeping with the rules of cloud computing. Reply
has also developed skills in Microsoft Surface - the
Microsoft platform based on new ways of interaction
to manage digital content — with various projects

in the making, especially in the fashion, design

and automotive fields. The company’s participation

in pre-launch testing of new platforms, such as
Microsoft Sharepoint 2010, by management of the
pre-launch implementation programme, together with
Microsoft, has resulted in activity on the Windows7,
Office2010 and Sharepoint 2010 platforms. In the



same way, Reply operates on the rest of the entire
Microsoft product range via continuous updating,
implementation and use of the application platforms
and infrastructure: SQL Server, Biz Talk, Microsoft
Dynamics CRM and Microsoft Dynamics NAV/AX.

Oracle

Reply, an Oracle Platinum Partner, has always
followed the evolution of Oracle services, both in
terms of technology and product, and can now boast
one of Europe’s main competence centres, which
can combines full-stack support with mastery of the
application suites and key vertical industry solutions.
Reply is also a leading Oracle partner within the
European utilities sector, conducting projects for
major market operators in ltaly, Ireland, the UK and
France.

Reply participated in a worldwide co-development
initiative to create solutions based on Oracle’s
Application Integration Architecture (AIA ). The aim
was to integrate Oracle and third party applications
when creating end-to-end processes in standard

and open mode. In 2009 Reply won the award of
best Oracle technology partner and in January 2010
it was the first partner - at world level - to obtain

a specialisation in Oracle Business Intelligence
Foundation.

Reply have a dedicated Demoground, where
companies can gain real time experience in the
power of Oracle software such as the Oracle Exadata
Database Machine.

SAP

Reply uses its wide international experience in the
development of application solutions based on the
SAP product suite, to help businesses optimise
activities and processes. It takes an integrated
approach to the design and development of corporate
information systems. In particular, as regards
business and the changes demanded by the market,
its skills cover traditional enterprise processes and
functions of the extended company, such as: supply
chain, customer & supplier relationship, financial
services. In addition, its extensive experience in
SAP business intelligence tools enables Reply to
assist customers in defining and developing reporting
structures, control dashboards and the functions of
simulation and planning. Technological and design
skills represent another important area. The SAP
Netweaver infrastructure enables Reply to address
application integration and people & knowledge
integration issues, using an approach to services
based on SOA principles.
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Development and evolution of proprietary platforms

Since its creation Reply has devoted resources
and activities to research and development,
focusing on two areas: the development and
evolution of proprietary platforms and the
definition of a continuous process of scouting,
selection and learning of new technologies

to bring to market innovative solutions

that support the creation of value within
companies.

Click Reply™

In 2010 the Click Web software compatibility matrix
was improved for application server components
(Tomcat 6) and client servers (IE8), as well as modules
for RF management, for dispatching the spooling
operation and for communication with external systems
that are now also AIX certified.

Unicode support for all technological components

was introduced, while LDAP authentication for access
via web clients and radio frequency was completed,
while communication protocols such EDI/X12, Tibco,
JMS / MQ, ESB / Neai, were integrated into the
Universal Link communication module. After having
implemented the management of mobile devices on
Microsoft. NET technology, a new radio frequency
module was created. This handles authentication

via LDAP and in particular exploits the new .NET
platform allowing the upload/download of images and
integration with external handling execution systems by
reading and writing files. Finally, Vocollect VIO™ voice
recognition technology was chosen and integrated,

to enable the start of construction of the new Click
Reply™ JVoice module.



Definio Reply™

The Definio Reply™ platform was expanded in 2010
both functionally and technologically.

Specifically, its ability to perform risk analysis on
individual financial instruments was expanded and its
computing engines were completely ported over to the
64-bit platform.

The first version of Definio Reply™ for the iPad was
developed as part of the extensions for remote use of
the platform.

The Performance Management module was extended
with the addition of a delayed performance feature for
funds of funds.

Discovery Reply™

In 2010, new features were made available for

the management of audiovisual content for the
broadcasting industry, which is increasingly evolving
towards IT-based systems.

The year 2010 was also marked by a progressive
extension of the features of Discovery Reply™ to
content management and digital media in vertical
contexts other than Broadcasting, including Industry
and Security.

Also in 2010, Discovery Reply™ was equipped with a
new layer to integrate different delivery channels, such
as digital signage systems.

Finally, a system was integrated into Discovery
Reply™ that, using speech-to-text analysis before and
semantic analysis afterwards, enables the rapid and
effective classification and subsequent identification of
audiovisual content.
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Gaia Reply™

The main purpose of developments in 2010 was

to bring the platform even closer to the needs of
companies and users of services. In addition to
increasing the number and type of mobile devices
managed (mobile phones, game consoles, Net TV),
Gaia Reply™ was also made available in SaaS mode
during that year, along with the classic setup at the
customer’s premises.

Finally, to facilitate monetisation opportunities for
companies, Gaia Reply™ was integrated into the
major advertising networks (AdMob, DoubleClick,
etc.), facilitating advertising on their sites.

SideUp Reply™

Development in 2010 focused on two main
principles: ergonomics and user experience, and
the extension of new logistics services in cloud
computing mode. Enhancing the user experience
translates into ease of use, reduced training times,
increased self-customisation, and thus quick startup,
a critical factor of success for SaaS.

The extension to new services, such as parcel
management for transit points, in addition to

core WMS products, increases the richness and
completeness of Reply’s services, thus allowing
customers to take advantage of the opportunities of
the SaaS model in a more far-reaching supply chain.

TamTamy™

In 2010 Reply continued the development of the
TamTamy ™ platform so as to extend the social
features offered by the solution and to be effective
and usable in different business contexts.

In particular, 2010 saw an increasing use of the
Dedicated SaaS (Software as a Service) delivery
mode, which exploits the latest technologies and
online service distribution models based on cloud
computing.

This product allows for the creation of business
communities with a pricing model based on actual
use, thus considerably reducing startup times and
running costs.

New investments are planned for 2011, with three
major releases that aim to continue expanding the
platform’s features, services and integrability, in line
with the perpetual beta approach adopted by Reply
for the development of TamTamy ™.
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The value of people

Reply is based on the excellence of its people.
The men and women of Reply represent and
build the company brand with its customers
and partners.

The Reply Group includes professionals from the
best universities and polytechnics in the sector.
It invests in human resources on an on-going
basis to develop privileged and collaborative
relationships with several universities in order

to enhance its workforce with highly skilled
personnel.

The company is primarily looking for young
graduates. Reply has a particular interest

in the following skills: Computer Science,
Computer Engineering, Electronic Engineering,
Telecommunications Engineering, Engineering
Management, and Economics and Business.
Reply’s relationship with the universities also
includes internships, theses and company
participation in lectures and seminars.

Reply people are characterised by enthusiasm,
excellence, methodology, team spirit, initiative, as
well as an ability to understand the context and to
clearly communicate the proposed solutions.

A continuous drive to conceptualise, experiment and
explore new solutions enables staff to quickly and
efficiently head pursue innovative directions.



Joining the world of Reply means having the best
opportunities to express one’s potential within an
organisational model based on culture, ethics, trust,
honesty and transparency.

These values are indispensable for continuous
improvement and ever-increased attention to
quality.

All Group managers strive on a day-to-day basis to
uphold the principles underpinning Reply, which
have supported it throughout its growth.

Reply team

Shared customer’s objectives
Professionalism and rapid implementation

Culture and flexibility

Excellence: the company’s fundamental culture,
analysis, attention to quality, reliability and
maximisation of results.

Team: cooperation, communication of ideas and
knowledge, sharing of objectives and results and
respect for individual characteristics.

Customer: shared objectives, customer satisfaction,
conscientiousness, professionalism, sense of
responsibility and integrity.

Innovation: creativity, experimentation, courage,
analysis and the search for improvement.

Speed: methodology, project management experience,
collaboration, and commitment to achieving results
and the customer’s goals.
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Main risks and uncertainties to which Reply S.p.A.
and the Group are exposed

The Reply Group adapts specific procedures in managing risk factors that can have an influence on the group results.
Such procedures are a result of an enterprise management that has always aimed at maximizing value for its stake-
holders putting into place all necessary measures to prevent risks related to the Group activities.

Reply S.p.A. as Parent Company, is exposed to the same risks and uncertainties as those to which the Group is
exposed.

The risk factors described in the paragraphs below must be jointly read with the other information disclosed in the
Annual Report.

External risks

Risks associated with general economic conditions

The informatics consultancy market is strictly related to the economic trend of industrialized countries where the
demand for highly innovative products is greater. An unfavorable economic trend at a national and/or international
level or high inflation could alter or reduce the growth of demand and consequently could have negative effects on
the Group’s activities and on the Group’s economic, financial and earnings position.

Risks associated with evolution in ict services

The ICT service segment in which the Group operates is characterized by rapid and significant technological changes
and by constant evolution of the composition and professionalism and skills to be combined in the realization of ser-
vices, with the need to continuously develop and update new products and services. Therefore, future development
of Group activities will also depend on the capability of anticipating the technological evolutions and contents of the
Group’s services even through significant investments in research and development activities.

Risks associated with competition

The ICT market is highly competitive. Competitors could expand their market share squeezing out and consequently
reduce the Group’s market share. Intense competition, related to new possible entries in segments in which the
Group operates of parties equipped with human resources, financial and technological capabilities that can offer
competitive prices could influence the Group activities and the possibility of consolidating or expanding its competi-
tive position with negative drawbacks on its activities and on the Group’s economic, financial and earnings position.

Risks associated with increasing client needs

The Group's solutions are subject to rapid technological changes that together with the increasing need of customers
and their need to improve informatics, which result in a request of even more complicated development activities,
sometimes require excessive efforts that are not proportional to the economic aspects. This in some cases could
cause negative effects on the Group’s activities and on the Group’s economic, financial and earnings position.
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Risks associated with segment regulations

The activities carried out by the Group are not subject to any particular segment regulation.

Internal risks

Risks associated with key management

The Group's success is largely dependent on the ability of its senior executives and other members of management to
manage the Group such as the Chairman and the Executive Directors of the Parent Company Reply S.p.A.

The Group is structured with a group of directors (Senior Partners and Partners) with many years of experience in

the segment and have a key role in the management of the Group’s business. The loss of any of these key figures
without an adequate replacement or the inability to attract and retain new, qualified personnel could therefore have
an adverse effect upon the Group’s business prospects, earnings and financial position.

Management deems that in any case the Group has a sufficient operational and managerial structure enable to guar-
antee continuity in the running of business.

Risks associated with relationship with client

The Group offers services mainly to middle and big sized enterprises operating in different market segments (Telco,
Manufacturing, Finance, etc.). A significant part of the Group’s revenues, although in a decreasing fashion in the
past years, is concentrated on a relatively limited number of clients. If such clients were lost this could have an ad-
verse effect on the Group’s activities and on the Group’s economic, financial and earnings position.

Risks associated with internationalization

The Group, with an internationalization strategy, could be exposed to typical risks deriving from the execution of its
activities on an international level, such as changes in the political, macro-economic, fiscal and/or normative field,
along with fluctuation in exchange rates.

These could negatively influence the Group’s growth expectations abroad.

Risks associated with contractual obligations

The Group’s solutions are rich in technological content and of great value, the underlying related contracts can fore-
see the application of penalties in relation to timeliness of delivery and qualitative standards.

The application of such penalties could have adverse effects on the Group’s economic, financial and earnings position.
The Group has undersigned adequate precautionary insurance contracts against any risk that could arise under pro-
fessional responsibility for an annual maximum amount deemed to be adequate in respect of the actual risk.
Should the insurance coverage not be adequate and the Group is called to compensate damages greater than the
amount covered, the Group’s economic, financial and earnings position could be deeply jeopardized.
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Financial risks

Credit risk

For business purposes, specific policies are adopted in order to guarantee that clients honor payments. With regards
to financial counterparty risk, the Group does not present significant risk in credit-worthiness or solvency.

Liquidity risk

The group is exposed to funding risk if there is difficulty in obtaining finance for operations at any given point in
time. The cash flows, funding requirements and liquidity of Group companies are monitored on a centralized basis
through the Group Treasury. The aim of this centralized system is to optimize the efficiency and effectiveness of the
management of the Group’s capital resources (maintaining the availability of minimum reserves of liquidity that are
readily convertible to cash and committed credit).

The present difficulties both in the markets in which the Group operates and in the financial markets necessitate
special attention being given to the management of liquidity risk, and in that sense particular emphasis is being
placed on measures taken to generate financial resources through operations and on maintaining an adequate level
of available liquidity as an important factor in facing up to 2011, which promises to be a difficult year. The Group
therefore plans to meet its requirements to settle financial liabilities as they fall due and to cover expected capital
expenditures by using cash flows from operations and available liquidity, renewing or refinancing bank loans.

Risks associated with fluctuations in currency and interest rates

The exposure to interest rate risk arises from the need to fund operating activities and the necessity to deploy sur-
plus. Changes in market interest rates may have the effect of either increasing or decreasing the Group’s net profit/
(loss), thereby indirectly affecting the costs and returns of financing and investing transactions.

As the Group operates mainly in a “Euros area” the exposure to currency risks is limited.

The Group’s exposure to interest rate risk is mainly associated to financial loans bearing free float interest rates. The
Group manages this risk with the use of interest rate swaps which allows floating interest rates to be transformed to
fixed interest rates.
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Financial review of the Group

Foreword

The financial statements commented and illustrated on in the following pages have been prepared on the basis of the
company'’s statutory financial statements at December 31, 2010, to which reference should be made, prepared in
compliance to International Financial reporting Standards (“IFRS") issued by the international accounting standards
board (“IASB”) and adopted by the European Union, and with the provisions implementing article 9 of Legislative
Decree no. 38/2005.

Trend of the period

In 2010 the consolidated turnover of the Reply group amounted to 384.2 million Euros with an increase of 12.9%
compared to the consolidated turnover of 2009 which amounted to 340.2 million Euros.

EBITDA amounted to 49.2 million Euros (42.9 million Euros in 2009) with EBIT of 41.6 million Euros (35.9 million
Euros in 2009). Net result totaled 20.4 million Euros (16.6 million Euros in 2009).

As at December 31, 2010 the Net Financial Position stood at a positive 0.2 million Euros and has had a substantial
improvement compared to December 31, 2009 when it reported a negative value worth 10.5 million Euros.

2010 was a very positive year for Reply. In a difficult economic circumstance, Reply has recorded a two digit growth
with a net result above 20 million Euros and a growth of 22% compared to 2009. In the last 12 months Reply has
strengthened its presence in the European market, not only in England and Germany but also in the Netherlands and
Luxemburg, thanks to its offer of new technologies. Furthermore Reply has established a base in Brazil where the
market appears interesting and with a great potentiality.

Reply has made investments to position itself in competitive niches which will be fundamental in the near future.
Development was spurred on by the ground-breaking boost provided by the integration of web and mobile technolo-
gies — Social Networking, digital communication, Cloud Computing and the Internet of Objects. Reply, in particular,
concentrated on the development of their proprietor assets and continued the re-engineering of offers through the
investment on application and consultancy competence as to respond to companies which interpret technology as
cohesive and aligned with rapid and diffused business processes.
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Reclassified consolidated Income statement

Reply’s performance is shown in the following reclassified consolidated statement of income and is compared to cor-
responding figures of the previous year:

(thousand Euros) 2010 % 2009 %
Revenues 384,202 100.0 340,166 100.0
Purchases (8,652) (2.3) (8,207) (2.4)
Personnel (194,122) (50.5) (176,652) (51.9)
Services and other costs (124,444) (32.4) (112,442) (33.1)
Other unusual operating income/(expenses) (7,769) (2.0) (5) (0.0)
Operating costs (334,987) (87.2) (297,306) (87.4)
Gross operating margin (EBITDA) 49,215 12.8 42,860 12.6
Amortization, depreciation and write-downs (7,645) (2.0) (6,978) (2.1)
Operating income (EBIT) 41,570 10.8 35,882 10.5
Financial income/(expenses) (1,476) (0.4) (1,914) (0.6)
Result before tax of continuing operations 40,094 104 33,968 10.0
Income tax (19,482) (5.0) (17,098) (5.0)
Net result of continuing operations 20,612 5.4 16,870 5.0
Result from discontinued operations - 0.0 125 0.0
Non controlling interests (245) (0.1) (367) (0.1)
GROUP NET RESULT 20,367 5.3 16,628 4.9
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Key events of 2010 are summarized below:

February 2010: Technology Reply, a Reply Group company specializing in Oracle technology, was awarded Best
Technology Partner at OPN Days Satellite Italy, the event dedicated to Oracle’s Italian partners.

Technology Reply is the first partner worldwide to have achieved specialization inOPN Specialized. In particular,
Technology Reply is specialized on Oracle Business Intelligence Foundation. Furthermore, Reply is the first partner in
Italy to have reached the Platinum level, the highest level in the new Oracle Certification Program.

June 2010: Adobe hosted the first EMEA edition of the Adobe Partner Solution Showcase, in Amsterdam, the event
where Adobe selects and awards the best partner solutions developed on the Adobe LiveCycle platform and on Adobe’s
Enterprise technologies. Partners from all over Europe took part in the event in which a jury of Adobe experts evalua-
ted the solutions and chose the winners.

Aktive Reply reached the finals with two solutions and won with “Carta Intestata — Letterhead”. This important recog-
nition reaffirms the skills of Aktive Reply’s Adobe competence centre.

Adobe and Aktive Reply will work together to bring this winning solution, which simplifies the management of let-
terhead paper through automation and reduces paper waste, to the marketplace.

October 2010: During the recent RSA EMEA Partner Council held in Barcelona, Security Reply, the Reply Group busi-
ness unit specializing in managed security services, was awarded the prize for the best EMEA partner for 2010 by
RSA, the security division of EMC2.

Communication Valley Reply, BU of Security Reply, was given this recognition because of its in-depth knowledge

of RSA products, its strong skills in system integration, and its focus on developing security services offering high
added-value for its clients.

October 2010: The company Geodis Wilson, a leader in the field of international transport, has chosen Warehouse
Management SideUp Reply™ to manage the warehouse activities of their Italian subsidiary company. SideUp Reply™
offers cost containment, extremely fast activation times, ease of use and extreme flexibility; the main features on offer
influencing Geodis Wilson’s choice to select this innovative solution for their logistics and transport sector.

November 2010: The live streaming app for iPad, developed by Reply for Sky Deutschland, is one of the most succes-
sful Apps for iPad; 70,000 downloads since its launch in June 2010.

In Hamburg, in occasion of the 2010 Kress Award, the Sky Sport App, which was developed by Reply by order of Sky
Deutschland, won the prize for the best application of 2010 in the Web/Mobile category.

Reply was chosen by SKY Deutschland as a reference partner for the entire project. After being created in just 10
weeks, the application’s launch at the German iTunes store saw the specific involvement of three Group companies:
syskoplan AG, bitmama and Open Reply, which applied their own specialist skills and previous experience from simi-
lar projects in SaaS (Software as a Service), Digital Communication and Mobile Architecture Content Delivery.
December 2010: Reply released the new version of TamTamy™ designed for corporate social network. The release of
the new 1.10 version of Reply’s proprietary platform designed for Social Media introduces innovative features which
benefit both the 100,000 corporate users and community managers.

Available as Software as a Service (SaaS), TamTamy (www.tamtamy.com) facilitates the creation of corporate, profes-
sional and consumer communities, instigating active participation of those involved, the sharing of individual knowl-
edge, collaboration and new forms of communication.
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Revenues by geographical area
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Analysis of the financial structure

The table below details the Group’s financial structure as at December 31, 2010 compared to December 31, 2009:

(thousand Euros) 31/12/2010 % 31/12/2009 % Change
Current operating assets 210,891 183,677 27,214
Current operating liabilities (118,475) (94,332) (24,143)
Net working capital (A) 92,416 89,345 3,071
Non current assets 99,727 91,428 8,299
Non current financial liabilities (53,5633) (39,988) (13,545)
Net fixed capital (B) 46,194 51,440 (5,246)
Net invested capital (A+B) 138,610 100.0 140,785 100.0 (2,175)
Shareholders’ equity (C) 138,824 100.2 130,285 92.5 8,539
NET FINANCIAL POSITION (A+B-C) (214) (0.2) 10,500 1.5 (10,714)
Net invested capital as at December 31, 2010 amounted to 138,610 thousand Euros and was financed by
Shareholders’ equity for 138,824 thousand Euros, with a net financial position of 214 thousand Euros.

The following table provides a breakdown of net working capital:

(thousand Euros) 31/12/2010 31/12/2009 Change
Inventories 6,100 15,084 (8,984)
Trade receivables 189,145 153,725 35,420
Other operating assets 15,646 14,868 778
Current operating assets (A) 210,891 183,677 27,214
Trade payables 36,313 36,185 128
Other current liabilities 82,162 58,147 24,015
Current operating liabilities (B) 118,475 94,332 24,143
Net working capital (A-B) 92,416 89,345 3,071
% return on revenues 24.1% 26.3%
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Net financial position and cash flows statement

(thousand Euros) 31/12/2010 31/12/2009 Change
Cash and cash equivalents, net 26,332 29,263 (2,931)
Current financial assets 647 - 647
Due to banks (16,854) (17,137) 283
Other providers of finance (347) (600) 253
Short term financial position 9,778 11,526 (1,748)
Non financial assets 943 804 139
Due to banks (10,323) (22,223) 11,900
Other providers of finance (184) (607) 423
M/L term financial position (9,564) (22,026) 12,462
Total net financial position 214 (10,500) 10,714
Change in the item cash and cash equivalents is summarized in the table below:

(thousand Euros) 31/12/2010
Cash flows from operating activities (A) 25,301
Cash flows from investment activities (B) (10,978)
Cash flows from financial activities (C) (17,254)
Change in cash and cash equivalents (D) = (A+B+C) (2,931)
Cash and cash equivalents at beginning of period 29,263
Cash and cash equivalents at year end 26,332
Total change in cash and cash equivalents (D) (2,931)

The statement of cash flow has been fully analyzed in the consolidated financial statements and explanatory notes

herein.
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Significant operations in 2010

Domination Agreement

In the month of April, Reply S.p.A took the necessary actions to enter into a Domination Agreement with syskoplan AG,
a stock corporation incorporated under the laws of Germany and listed on the German stock exchange of which Reply
holds 79.53% of the share capital.

The agreement, that on August 2, 2010 was registered at the competent Company’s register of syskoplan, provides
that Reply, the controlling company, can influence the controlled company and its management, which otherwise is
not possible under German legislation with the current ownership structure.

Under a legal stand point such influence can be translated as the right for Reply to directly give orders to syskoplan’s
administrative bodies in accordance to art. 308 AktG. At present Reply’s influence is limited and indirect through its
representatives in the Supervisory board.

Through the Domination Agreement Reply will strengthen integration with syskoplan within the Group by simplifying
the implementation of development strategies and shared management as well as the use of potential synergies in
order to respond to future market developments.

The agreement provides that Reply shall assume the following obligations:

Reply is obliged to compensate syskoplan for each annual net loss that would otherwise arise during the term of the
agreement, unless such loss is compensated for by withdrawing amounts from other profit reserves which have been
allocated thereto during the agreement;

if and to the extent that the annual dividends actually paid by syskoplan per financial year falls short of the Guaran-
teed Dividend, Reply will pay to each Minority Shareholder of syskoplan the corresponding difference;

upon request of a Minority Shareholder, Reply shall acquire his shares in return for a cash consideration (8.19
Euros), within the term of three months after the date on which the commercial register of syskoplan has been an-
nounced in accordance with Sec 10 of the German Commercial Code (HGB);

upon request of a Minority Shareholder, Reply shall acquire his shares in return for a cash consideration (8.19
Euros), within the term of two months after the date on which the commercial register of syskoplan has been an-
nounced in accordance with Sec 10 of the German Commercial Code (HGB).

The aforesaid obligations could imply the following financial disbursements for Reply:

annual dividend integration for a maximum amount of 441 thousand Euros (equal to a net dividend of 0.45 Euros
under the current German legislation);

obligation to acquire the Minority Shareholders’ shares for a maximum amount of 8.1 million Euros.

In addition to compensation for any annual net loss of the Minority Shareholders that would be summed to the loss
related to Reply’s direct holding.

The Agreement will be in effect for an indefinite term; it may be terminated in writing with a notice period of six
months with the effect as of the end of a business year of syskoplan.
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Acquisition of Riverland Solutions GmbH

On August 4, 2010 Reply S.p.A. acquired 75.016% of the share capital of Riverland Solutions GmbH, a German
company specializing in consulting and systems integration on Oracle Applications (Oracle CRM, Master Data Man-
agement, Fusion Middleware, Business Intelligence and Fusion Applications).

Munich-based Riverland recorded a turnover of 12.5 million Euros in 2010, with an EBIT of 15.6 %.

Riverland counts some of the leading German companies in the Transportation, Life Science, Retail and Automotive
industries among its clients.

Reply already has a presence in Germany with syskoplan AG, listed in Frankfurt, and other business units operating
in Finance and Media, with a total turnover of approximate 65.5 million Euros. The acquisition of Riverland fits into
Reply’s development strategy of creating a European network of highly specialized boutique companies.

Riverland has become a component of the Reply Oracle Technologies, an area where Reply today is regarded as one
of the leading players in Europe.

The acquisition of Riverland will enable Reply to bring to the German market a comprehensive Oracle offering, pro-
viding coverage of the entire technology with application suites together with leading vertical solutions for different
markets.

The acquisition of the share capital involved an investment of 4.5 million Euros, paid up entirely in cash through the
use of the Stand By line of credit in which was undersigned with Intesa Sanpaolo S.p.A. A further variable compen-
sation of 3.8 million Euros will be utilized for the acquisition of 75.016% of the company’s share capital.

Acquisition of Lem Consulting S.r.l.

On October 26, 2010 Reply acquired the 100% share capital of LeM Consulting S.r.I., a company based in Genoa,
specialized in the logistic and mobility sector for the realization and improvement of innovative projects. The acquisi-
tion of Lem consulting S.r.I. amounted to an investment of 400 thousand Euros of which 200 thousand Euros was
paid up entirely in cash and 10,698 Reply S.p.A ordinary shares were transferred.
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Reply on the stock market

Financial communication

Reply maintains a constant dialogue with individual shareholders, institutional investors and financial analysts
through its Investor Relations function, which actively provides information to the market to consolidate and enhance
confidence and the level of understanding of the Group and its businesses.

Following the minor interest of the institutional investors in shares having a low capitalization, a general decrease in
meetings with the financial community was witnessed. Investor activities were however carried out on a one-to-one
basis and during the Star 2010 event Reply was one of the top 5 companies in which meetings were requested.

Shareholders that have exceeded the threshold of 2% are Kairos Partners, Highclere International Investors Limited
and Anima SGR. Such mix of shareholders confirms the interest in the Reply share by Italian and foreign institutes.

Additional, updated information is available in the Investor Relations section of the Group’s website www.reply.eu
which provides historic financial data and highlights, official communications and real-time trading information on
Reply shares.

Trend of the Reply share

If at a global level year ended 2010 witnessed a rebound of a global recovery of approximately 5%, following the
2009 crisis, in Italy the so called long wave of the crisis that has invested the western world has also impacted year
ended 2010. In fact, if the Italian GDP increased by 1.1% in 2010, according to ISTAT sources, 2010 closed with a
deficit record on a commercial scale, of 27.3 billion Euros.

In such a context, the securities market 2010 witnessed a cyclical year. In Europe, the six markets closely interre-
lated to the market trends — auto, industry, luxury, raw material, air transport and chemical — have registered upward
trends of even three or four times greater than the benchmark trends.

As far as our country is concerned, the market as a whole, represented by the FTSE Italia All Shares index, has
registered a downturn of 12.61% compared to year ended 2009. Within the securities market the Pmi division and
more specifically the STAR segment, had a positive performance. The FTSE Italia STAR index witnessed an increase
of 3.24% on an annual basis (annual maximum of 11,787 on April 15, 2010; min 9,954 on May 25, 2010).

The ltalian stock market stood out at a European level because of the liquidity of its shares, as emphasized by the re-
cord held in terms of turnover velocity, an indicator that — comparing the counter value of the telematic negotiations
to the capitalizations — shows the annual turnover of the shares. The Italian turnover velocity was equal to 173.2%.

The Reply Share throughout the year showed particularly positive trends, +24.17% on an annual basis (passing from
15.93 Euros to 19.78 Euros per share). In fact, after a not so brilliant first quarter — even if it was the best perfor-
mance and a little higher than the STAR segment — and close to the approval of the 2009 financial statements the
Reply share exceeded the psychological threshold of 16 Euros with an increase of over 11% in almost 15 days.
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Since April, constantly higher than the market index, the Reply share maintained this trend until a new upward trend
was registered in mid November, in correspondence of the publishing of the nine month results.
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Moreover, expanding the performance analysis of the share since it was listed, compared to the entire Italian stock
market, Reply has over performed in the last nine years Piazza Affari with a gap of nearly 80 percentage points. In
addition, in the time frame considered, dividends have been distributed.
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In the first months of 2011, the Reply share has recorded a +8.5% since the beginning of the year, confirming a
better trend compared to the STAR index that remained at 2.3%.
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The Parent company Reply S.p.A.

Foreword

The following review is based on the 2010 financial statements prepared in accordance with the International Finan-
cial Reporting Principles (“IFRS”) issued by the International Accounting Standard Board (“IASB”) and adopted by
the European union and with regulations implementing Article 9 do Legislative Decree no. 38/2005.

Reclassified income statement

The Parent Company Reply S.p.A. mainly carries out the operational, co-ordination and the technical and quality
management services for the Group companies as well as the administration, finance and marketing activities.

As at December 31, 2010 the Parent Company had 91 employees (98 employees in 2009).

Reply S.p.A. also carries out fronting activities with key clients in capacity of sole manager of the ISO 9001 proce-
dures. Therefore the economic results achieved by the company are not representative of the overall economic trends
of the Group and the performances on the related market segments. Such activities are reflected at the profit and
loss item Other revenues in the table below.

The company’s income statement is summarized as follows:

(thousand Euros) 2010 2009 Change
Revenues from operating activities 29,981 25,637 4,344
Other revenue 183,143 139,863 43,280
Purchases, services and other costs (201,958) (159,157) (42,801)
Other unusual operating income/(expenses) (11,464) (10,397) (1,067)
Gross operating margin (298) (4,054) 3,756
Amortization, depreciation and write-downs (817) (903) 86
Operating income (1,114) (4,957) 3,843
Financial income, net (422) 95 (517)
Income from equity investments 18,763 17,146 1,617
Loss on equity investments (2,465) (2,071) (394)
Result before tax 14,762 10,213 4,549
Income tax (718) 914 (1,633)
NET RESULT 14,043 11,127 2,916
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Revenues from operational activities are mainly related to:

Royalties on the Reply trademark for 9,234 thousand Euros (8,461 thousand Euros in 2009);

Activities carried out centrally for the subsidiary companies for 16,419 thousand Euros (13,266 thousand Euros in 2009);
Management services for 4,327 thousand Euros (3,909 thousand Euros in 2009).

Operating income 2010 marked a negative result of 1,114 thousand Euros after having deducted amortization
expenses of 817 thousand Euros (487 thousand Euros referred to intangible assets and 330 thousand Euros to tan-
gible assets).

The item Financial income net, amounting to negative 422 thousand Euros includes interest income for 1,176 thou-
sand Euros and interest expenses for 1,571 thousand Euros connected to the utilization of the credit facility for M&A
operations.

Income from equity investments are related to dividends distributed in 2010 by the subsidiary companies for a total
of 18,763 thousand Euros.

Loss on equity investments is related to the net losses recorded by some subsidiary companies that were considered
to be unrecoverable.

Net income for year ended 2010, amounted to 14,043 thousand Euros after income taxes worth 718 thousand Euros.

Financial structure

The financial structure of Reply S.p.A. at December 31, 2010, with comparative figures at December 31, 2009, is
provided below:

(thousand Euros) 31/12/2010 31/12/2009 Change
Tangible assets 303 541 (239)
Intangible assets 1,262 1,419 (157)
Equity investments 107,026 88,650 18,376
Other intangible assets 863 694 169
Non current liabilities (13,706) (849) (12,857)
Non current assets 95,748 90,454 5,294
Net working capital 1,109 4,359 (3,250)
INVESTED CAPITAL 96,857 94,813 2,044
Total shareholders’ equity 104,055 93,625 10,530
Net financial position (7,198) 1,288 (8,486)
TOTAL 96,857 94,813 2,044

Net invested capital, totaling 96,857 thousand Euros was financed through medium/long term non-financial liabili-
ties amounting to 13,706 thousand Euros, which includes liabilities to minority shareholders (12,895 thousand
Euros) the reserve for employee termination indemnity (491 thousand Euros) and reserve for deferred tax liabilities
(320 thousand Euros), and Shareholders’ equity for 104,055 thousand Euros, with a positive net financial position
of 7,198 thousand Euros.

Changes in balance sheet items are fully analyzed and detailed in the explanatory notes to the financial statements.
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The table below details the Parent company’s net financial position as at December 31, 2010, compared to Decem-

ber 31, 2009; detail is as follows:

(thousand Euros) 31/12/2010 31/12/2009 Change
Cash and cash equivalents 896 6,883 (5,988)
Cash pooling accounts, net 23,991 18,180 5,810
Due to banks (11,487) (11,839) 352
Short-term financial position 13,400 13,225 175
Loans to subsidiaries 3,066 1,450 1,616
Due to banks (9,267) (15,963) 6,695
Non current financial position (6,201) (14,513) 8,311
Total net financial position 7,198 (1,288) 8,486

Change in the net financial position is analyzed and illustrated in the explanatory notes to the financial statements.

Reconciliation of equity and profit for the year of the Parent Company

In accordance with Consob Communication no. DEM/6064293 dated July 28, 2006, the equity and profit of the par-
ent company are reconciled below with the related consolidated amounts.

31/12/2010 31/12/2009
(thousand Euros) Net equity Result Net equity Result
Reply S.p.A.’s separate financial statements 104,055 14,043 93,525 11,128
Results of the subsidiary companies 93,797 29,497 83,900 25,401
Carrying value of investments in consolidated
companies (56,444) - (44,411) 2,071
Elimination of dividends from subsidiary
companies - (18,908) - (17,146)
Adjustments to accounting principles
and elimination of unrealized intercompany
gains and losses, net of related tax effect (2,584) (4,021) (2,729) (4,459)
Non controlling interests (1,331) (245) (6,462) (367)
Net Group consolidated financial statement 137,493 20,367 123,823 16,628
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Corporate Governance

Reply Group adopted and adheres to the Corporate Governance Code for Italian Listed Companies issued in March
2006, with additions and amendments related to the specific characteristics of the Group.

The Annual Report on Corporate Governance which provides a general description of the corporate governance system
adopted by the company is annexed here within and is accessible on the company website www.reply.eu (Investors
section) where the full document related to corporate governance adopted by the company is available.
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Other information

Research and development activities

Reply offers services and solutions with high technological standards in a market where innovation is of primary
importance.

Reply considers research and continuous innovation a fundamental asset in supporting clients with the adoption of
new technology.
Reply dedicates resources to Research and Development activities and concentrates on two sectors:

Development and evolution of its own platforms:

- Click Reply™

- Discovery Reply™

- Gaia Reply™

- TamTamy™

- Sideup Reply™

Distribution of new technologies and encouraging early adoption by the market:
- Digital store

- Widget factory

- Internet of things (M2M)

Furthermore Reply has important business partnerships with main global vendors so as to offer solutions to different
company needs. In particular Reply, both in Italy and Germany, has achieved the maximum level in certifications with
the three technological leaders in the Enterprise sector: Microsoft (Gold Certified Partner), Oracle (Certified Advan-
tage Partner) and SAP (Special Expertise Partner in SAP Netweaver sector).

Research and development activities are fully described in the Corporate information of “Reply Living Network”.

Human resources

Human resources constitute a primary asset for Reply which bases its strategy on the quality of products and services
and places continuous attention on the growth of personnel and in-depth examination of professional necessities with
consequent definitions of needs and training courses.

Reply Group is comprised of professionals coming from the best universities and polytechnics. The Group intends to
continue investing on human resources by bonding special relations and collaboration with major universities with
the scope of attracting highly qualified personnel.

The people who work at Reply are characterized by enthusiasm, expertise, methodology, team spirit, initiative, the ca-
pability of understanding the contents they work in and of clearly communicating solutions proposed. The capability
of imagining, experimenting and studying new solutions allows innovation to occur more rapidly and efficiently.
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The group intends to maintain these distinctive features by increasing investments in training and collaboration with
universities.

At year ended 2010 the number of employees of the Group were 3,149 compared to 2,994 in 2009. During 2010,
477 were employed and approximately 379 left the Group, while change in consolidation counts for 57 employees.

Security Planning Document

As part of the requirements of Legislative Decree 196/03, the ltalian ‘Data Protection Act’, several activities to evalu-
ate the system of data protection for information held by Group companies subject to this law, including specific
audits, were performed. These activities confirmed that legislative requirements relating to the protection of personal
data processed by Group companies had been substantially complied with, including preparation of the Security
Planning Document.

Transactions with related parties and group companies

During the period, there were no transactions with related parties, including intergroup transactions, which qualified
as unusual or atypical. Any related party transactions formed part of the normal business activities of companies in
the Group. Such transactions are concluded at standard market terms for the nature of goods and/or services offered.

Information on transactions with related parties as per Consob communication of July 28, 2006 is disclosed at the
Note to the Consolidated financial statements and Notes to the financial statements.

Treasury shares

At the balance sheet date, the Parent Company holds no. 178,526 treasury shares, amounting to 2,522,595 Euros,
nominal value of 92,834 Euros; at the balance sheet item net equity, the company has posted an unavailable reserve
for the same amount. During 2010 Reply S.p.A. acquired no. 123,674 treasury shares for a total out payment
amounting to 1,981,592 Euros and disposed of no. 76,650 shares.

At the balance sheet date the Company does not hold shares of other holding companies.

Financial instruments

In relation to the use of financial instruments, the company has adopted a policy for risk management through the
use of financial derivatives, with the scope of reducing the exposure to interest rate risks on financial loans.

Such financial instruments are considered as hedging instruments as it can be traced to the object being hedged (in
terms of amount and expiry date).

In the notes to the financial statements more detail is provided to the above operations.
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Interest held by Members of the Board of Directors and Controlling Bodies and key Management
(Art. 79 of Consob Regulation, resolution No. 11971 of May 14 1999)

No. of shares No. of shares No. of shares No. of shares %
Member Office held in held at bought in sold in held at of sharel
of the Board Reply S.p.A. 31/12/2009 2010 2010 31/12/2010 capital
Mario Rizzante Chairman 11,381 - - 11,381 0.1234%
Tatiana Rizzante Chief Executive Officer 15,734 - - 15,734 0.1706%
Sergio Ingegnatti (*) Chief Executive Officer 10,100 - - 10,100 0.1095%
Oscar Pepino Executive Director 13,710 - - 13,710 0.1487%
Claudio Bombonato Executive Director 27,500 - - 27,500 0.2982%
Marco Mezzalama Independent director 250 - - 250 0.0027%
Key management 722,783 - - 722,783  7.8369%

(*) passed away on January 22, 2011.

At the balance sheet date the following members of the Board of Directors indirectly hold shares in the Company:

- Messer Mario Rizzante, Sergio Ingegnatti, Oscar Pepino hold 51%, 18% and 18% respectively of Alika S.r.l., a lim-

ited liability company with headquarters at C.so Francia 110, Turin;

> Alika S.r.l. holds no. 4,936,204 Reply S.p.A. shares, equivalent to 53.5214% of the Company’s share capital.
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Events subsequent to December 31, 2010

On February 4, 2011 Reply S.p.A. has finalized the acquisition of 51% of the shares and 90% of the voting rights
of avantage, an English company specialized in risk, treasury and capital management, and, financial performance
management.

avantage, with offices in London, Amsterdam, Edinburgh, and Luxembourg, counts among its clients some of the
world’s most significant financial groups and It closed the last financial year (figures as of September 30th, 2010)
with a turnover of £10.7 million and an EBT of £2.4 million.

On acquisition the company has no financial debt. The total value of the purchase price for 51% of the shares rep-
resents a Reply investment of £6.9 million, which is broken down into two tranches with an initial payment of £4.8
million paid in cash on signing the Sale & Purchase Agreement and a further £2.1 million paid in three years’ time.

Reply also has the option to exercise a right to purchase the remaining 49% of the capital at the end of 2013.
avantage adds to Reply’s product and service offering in the risk management and regulatory compliance segment;
areas in which, thanks to synergies with other Group companies, Reply now boasts one of the leading practices spe-
cializing in risk, treasury and capital management, and, financial performance management in Europe.

Outlook on operations

In 2010 Reply has conquered new areas and has laid solid basis for the Group’s future: a unique and innovative
Network, well known and considered in Europe.

In Germany, with the acquisition of Riverland, Reply has begun to expand its distinctive offer on Oracle in the Ger-
man market.

In England the acquisition of avantage confirms Reply’s interest in developing its European footprint, including
further expansion in the UK market where it has been operating since 2008 with Glue Reply and, where, throughout
the last year, it has launched a number of start-ups specializing in Telecommunications, Financial Services, Digital
Communication, and Supply Chain Execution.

Having closed 2010 with good results and having started 2011 with a positive trend, allows the Group to look ahead
into the future with optimism and serenity. In the next months, team spirit, which has always characterized Reply,
will be fundamental.
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Motion for approval of the Financial statements
and allocation of the net result

The financial statements at year end 2010 of Reply S.p.A. prepared in accordance with International Financial Re-
porting Standards (IFRS), recorded a net income amounting to 14,043,415 Euros and shareholders’ equity amount-
ed to 104,055,431 Euros:

(in Euros) 31/12/2010
Share capital 4,795,886
Share premium reserve 20,622,992
Legal reserve 959,177
Reserve for treasury shares on hand 2,522,596
Other reserves 61,111,365
Total share capital and reserves 90,012,016
Net result 14,043,415
Total 104,055,431

The Board of Directors in submitting to the Shareholders the approval of the financial statements (Separate State-

ments) as at December 31, 2010 showing a net result of 14,043,415.00 Euros, proposes that the shareholders

resolve:

To approve Reply S.p.A.’s separate statements recording a net result of 14,043,415.00 Euros;

To approve the motion to allocate the net result of 14,043,415.00 Euros as follows:

- Dividends to the shareholders’, in the amount of 0.45 Euros per ordinary share having the right and that are in
circulation as at May 30, 2011 with fixed payment date set on June 2, 2011, excluding treasury shares;

- The residual amount, that is variable in relation to the treasury shares acquired and the floating shares at the
time of dividend yield date, brought forward and stated at Extraordinary reserve as the Legal Reserve has already
reached one fifth of the share capital limit in accordance with the Article 2430 of the Civil Code.

To approve, in accordance with article 22 of the Company’s by-laws, even explicitly, the motion to allocate to direc-
tors with operating functions a dividend in the profits of the parent amounting to 1,521,450.00, rounded down to
1,500,000.00, corresponding to 3.0% of the 2010 consolidated gross operating margin (prior to the distribution of
dividends to Director’s with operating functions), amounting to 50,715 thousand Euros; that will be paid taking into
account the provision made in accordance to IAS/IFRS.

Turin, March 15, 2011 /s/ Mario Rizzante
For the Board of Directors

The Chairman
Mario Rizzante
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Consolidated financial statements as at December 31, 2010

Reply Consolidated

income statement!”

(thousand Euros) Note 2010 2009
Revenues 5 384,202 340,166
Other revenues 6,646 7,190
Purchases 6 (8,652) (8,207)
Personnel 7 (194,122) (176,652)
Services and other costs 8 (131,090) (119,632)
Amortization, depreciation and write-downs 9 (7,645) (6,978)
Other unusual operating income/(expenses) 10 (7,769) (5)
Operating income 41,570 35,882
Financial income/(expenses) 11 (1,476) (1,914)
Result before tax of continuing operations 40,094 33,968
Income tax 12 (19,482) (17,098)
Net result of continuing operations 20,612 16,870
Result from discontinued operations 13 - 125
Non controlling interest (245) (367)
GROUP NET RESULT 20,367 16,628
Net result per share 14 2.25 1.84
Diluted net result per share 14 2.20 1.81

(*) Pursuant to Consob Regulation no.15519 of July 27, 2006, the effects of related-party transactions on the Consolidated statement of income are
reported in the Annexed tables herein and fully described in Note 35.
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Reply Consolidated statement of comprehensive income

(thousand Euros) Note 2010 2009
Profit of the period (A) 20,612 16,995
Gain/(Losses) on cash flow hedges 25 308 (899)
Gain/(Losses) on exchange differences

on translating foreign operations 25 154 57
Actuarial gains/(losses)

from employee benefit plans 25 789 285
Total other comprehensive net of tax (B) 1,251 (557)
Total comprehensive income (A)+(B) 21,863 16,438
Total comprehensive income attributable to:

Owners of the parent 21,596 16,103
Non-controlling interests 267 335
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Reply Consolidated statement of financial position”

(thousand Euros) Note 31/12/2010 31/12/2009
Tangible assets 15 8,437 9,823
Goodwill 16 72,794 66,047
Other intangible assets 17 6,244 6,644
Equity investments 18 92 8
Other financial assets 19 4,814 3,685
Deferred tax assets 20 8,855 6,024
Non Current assets 101,236 92,231
Inventories 21 6,100 15,084
Trade receivables 22 189,145 153,725
Other receivables and current assets 23 15,646 14,868
Financial assets 19 81 -
Cash and cash equivalents 24 50,125 33,163
Current assets 261,097 216,840
TOTAL ASSETS 362,333 309,071
Share capital 4,796 4,796
Other reserves 112,330 102,399
Group net result 20,367 16,628
Group shareholders’ equity 25 137,493 123,823
Non controlling interest 25 1,331 6,462
SHAREHOLDERS’ EQUITY 138,824 130,285
Payables to minority shareholders 26 15,798 4,768
Financial liabilities 27 10,507 22,830
Employee benefits 28 15,318 15,492
Deferred tax liabilities 29 7,663 8,584
Provisions 30 14,754 11,144
Non current liabilities 64,040 62,818
Financial liabilities 27 40,994 21,637
Trade payables 31 36,313 36,185
Other current liabilities 32 75,577 52,167
Provisions 30 6,585 5,979
Current liahilities 159,469 115,968
TOTAL LIABILITIES 223,509 178,786
TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 362,333 309,071

(*) Pursuant to Consob Regulation no. 15519 of July 27, 2006, the effects of related-party transactions on the Consolidated statement of financial posi-
tion are reported in the Annexed tables herein and fully described in Note 35.

70



Consolidated income statement
Consolidated statement of comprehensive income

Consolidated statement of financial position
Statement of changes in consolidated equity

Consolidated statement of cash flows

Notes to the consolidated financial statements

Annexed tables

Reply Statement of changes in consolidated equity

Cumulative
Reserve  translation Reserve
Share Treasury Capital Earning for cash  adjustment for actuarial  Non-controlling

(thousand Euros) capital shares reserve reserve flow hedges reserve  gains/(losses) interest Total
Balance at

January 1, 2009 4,796  (3,691) 50,260 59,985 358 (62) - 13,278 124,924
Dividends distributed - - (3,222) - - (473) (3,695)
Change in treasury shares 2,219 - - - - 2,219
Total comprehensive

income for the period - - 16,628 (903) 57 321 335 16,438
Other changes - (1,417) (1,506) - - (6,678) (9,601)
Balance at

December 31, 2009 4,796 (1,472) 48,843 71,885 (545) (5) 321 6,462 130,285
Balance at

January 1, 2010 4,796  (1,472) 48,843 71,885 (545) (5) 321 6,462 130,285
Dividends distributed - - (3,170) - - (150) (3,320)
Change in treasury shares (1,051) - - - - (1,051)
Total comprehensive

income for the period - - 20,367 308 154 767 267 21,863
Other changes - 695 (4,400) - - (5,248) (8,953)
Balance at

December 31, 2010 4,796  (2,523) 49,538 84,682 (237) 149 1,088 1,331 138,824

n
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Reply Consolidated statement of cash flows

(thousand Euros) 2010 2009
Net result for the year 20,367 16,995
Income tax 19,482 17,098
Depreciation and amortization 7,645 6,978
Impairment of intangible assets 759 780
Change in inventories 10,022 2,936
Change in trade receivables (33,364) (9,013)
Change in trade payables (1,229) 3,532
Change in other assets and liabilities 16,572 95
Income tax paid (13,498) (11,601)
Interest paid (1,663) (2,204)
Interest collected 208 426
Net Cash flows from operating activities (A) 25,301 26,022
Payments for tangible and intangible assets (5,768) (7,528)
Payments for financial assets (1,122) (524)
Payments for the acquisition of subsidiaries net of cash acquired (4,088) (6,879)
Net cash flows from investment activities (B) (10,978) (14,931)
Dividends paid (3,320) (3,695)
Payments for acquisition of treasury shares (1,051) 2,220
In payments from financial loans 4,500 4911
Payment of installments (16,559) (16,444)
Other changes (824) (589)
Net Cash flows from financing activities (C) (17,254) (13,597)
Net cash flows (D) = (A+B+C) (2,931) (2,506)
Cash and cash equivalents at beginning of year 29,263 31,769
Cash and cash equivalents at year end 26,332 29,263
Total change in cash and cash equivalents (D) (2,931) (2,506)
Detail of net cash and cash equivalents

(thousand Euros) 2010 2009
Cash and cash equivalents at the heginning of the year: 29,263 31,769
Cash and cash equivalents 33,163 39,356
Bank overdrafts (3,900) (7,587)
Cash and cash equivalents at the end of the year: 26,332 29,263
Cash and cash equivalents 50,125 33,163
Bank overdrafts (23,793) (3,900)
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Note 1 - General information

Reply is a Consulting, System Integration and Application Management company and leader in the design and imple-
mentation of solutions based on new communication channels and digital media.

Reply, consisting of a network of specialized companies, provides applications to optimize corporate processes and devel-
ops innovative technology-based solutions to enable communication between customers, business partners and suppliers.

The Group is headed by the Parent Company Reply S.p.A., company listed on the STAR segment of Borsa Italiana
[REY.MII. Its headquarter is based in Turin, Italy.

Note 2 - Accounting principles and basis of consolidation

Compliance with International accounting principles

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) issued by the International Accounting Standards Board and endorsed by the European Union. The
designation “IFRS” also includes all valid International Accounting Standards (“1AS”), as well as all interpretations
of the International Financial Reporting Interpretations Committee (“IFRIC”), formerly the Standing Interpretations
Committee (“SIC”). Following the coming into force of European Regulation No. 1606 of July 2002, starting from
January 1, 2005, the Reply Group adopted International Financial Reporting Standards (IFRS).

The consolidated Financial statements have been prepared in accordance with Consob regulations regarding the for-
mat of financial statements, in application of art. 9 of Legislative Decree 38/2005 and other Consob regulations and
instructions concerning financial statements.

General principles

The financial statements are prepared under the historical cost convention, modified as required for the valuation of
certain financial instruments. The criteria of fair value is adopted as defined by IAS 39.

The consolidated financial statements have been prepared on the going concern assumption. In this respect, despite
operating in a difficult economic and financial environment, the Group’s assessment is that no material uncertainties
(as defined in paragraph 25 of IAS 1) exist about its ability to continue as a going concern.

These consolidated financial statements are expressed in thousands of Euros and are compared to the consolidated
financial statements of the previous year prepared in accordance with the same principles.

Further indication related to the format of the financial statements respect to IAS 1 is disclosed here within as well
as information related to significant accounting principles and evaluation criteria used in the preparation of the fol-
lowing consolidated report.

Financial statements

The consolidated financial statements include, statement of income, statement of comprehensive income, statement
of financial position, statement of changes in shareholders’ equity, statement of cash flows and the explanatory notes.

The income statement format adopted by the group classifies costs according to their nature, which is deemed to
properly represent the Group’s business.
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The Statement of financial position is prepared according to the distinction between current and non-current assets
and liabilities. The statement of cash flows is presented using the indirect method.

The most significant items are disclosed in a specific note in which details related to the composition and changes
compared to the previous year are provided.

In connection with the requirements of Consob Resolution No. 15519 of July 27, 2006 as to the format of the
financial statements, additional statements: income statement and statement of financial position have been added
showing the amounts of related party transactions.

Basis of consolidation

Subsidiaries

The financial statements of subsidiaries are included in the consolidated financial statements as at December 31, of
each year. Control exists when the Group has the power to govern the financial and operating policies of an enterprise
so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income statement
from the effective date of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting principles
used into line with those used by other members of the Group.

All significant intercompany transactions and balances between group companies are eliminated on consolidation.

Non controlling interest is stated separately with respect to the Group’s net equity. Such Non controlling interest is
determined according to the percentage of the shares held of the fair values of the identifiable assets and liabilities
of the company at the date of acquisition and post acquisition adjustments. According to IAS 27, overall loss (includ-
ing the profit/(loss) for the year) is attributed to the owners of the Parent and minority interest also when net equity
attributable to minority interests has a negative balance.

Difference arising from translation of equity at historical exchange rates and year end exchange rates are recorded at
an appropriate reserve of the consolidated shareholders’ equity.

Business combinations

Acquisition of subsidiary companies is recognized according to the purchase method of accounting. The acquisition
cost is determined by the sum of the fair value, at the trading date, of all the assets transferred, liabilities settled and
the financial instruments issued by the group in exchange of control of the acquired company, plus any cost directly
attributable to the acquisition.

The identifiable assets, liabilities and contingent liabilities of the company acquired that respect the conditions to
be recognized according to IFRS 3 are stated at their fair value at the date of acquisition with the exception of those
non current assets (or groups in discontinued operations) that are held for sale in accordance to IFRS 5, which are
recognized and measured at fair value less selling costs.

The positive difference between the acquisition costs and Group interest of the reported assets and liabilities is re-
corded as goodwill and classified as an intangible asset having an indefinite life.

Minority interest in the company acquired is initially measured to the extent of their shares in the fair value of the
assets, liabilities and contingent liabilities recognized.

The accounting of the put and call options on the minority shareholdings of the subsidiary company are recorded ac-
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cording to IAS 32, taking into account therefore, depending on the case, the existence and the determinability of the
consideration to the minority shareholders if the option was exercised.

Investments in associate companies

An associate is a company over which the Group is in a position to exercise significant influence, but not control,
through the participation in the financial and operating policy decisions of the investee.

The results and assets and liabilities of associates are incorporated in the consolidated financial statements using the
equity method of accounting, with the exception of investments held for future disposal.

Where a group company transacts with an associate of the Group, unrealized profits and losses are eliminated to the
extent of the Group’s interest in the relevant associate, except to the extent that unrealized losses provide evidence of
an impairment of the asset transferred.

Transactions eliminated on consolidation

All significant intercompany balances and transactions and any unrealized gains and losses arising from intercompany
transactions are eliminated in preparing the consolidated financial statements. Unrealized gains and losses arising
from transactions with associates and jointly controlled entities are eliminated to the extent of the company’s interest
in those entities.

Foreign currency transactions

Transactions in foreign currencies are recorded at the foreign exchange rate prevailing at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated at the
exchange rate prevailing at that date. Exchange differences arising on the settlement of monetary items or on report-
ing monetary items at rates different from those at which they were initially recorded during the period or in previous
financial statements, are recognized in the income statement.

Consolidation of foreign entities

All assets and liabilities of foreign consolidated companies with a functional currency other than the Euros are
translated using the exchange rates in effect at the balance sheet date. Income and expenses are translated at the
average exchange rate for the period. Translation differences resulting from the application of this method are clas-
sified as equity until the disposal of the investment. Average rates of exchange are used to translate the cash flows
of foreign subsidiaries in preparing the consolidated statement of cash flows. Goodwill and fair value adjustments
arising on the acquisition of a foreign entity are recorded in the relevant functional currency of the foreign entity and
are translated using the period end exchange rate. In the context of IFRS First-time Adoption, the cumulative trans-
lation difference arising from the consolidation of foreign operations was set at nil, as permitted by IFRS 1; gains or
losses on subsequent disposal of any foreign operation only include accumulated translation differences arising after
January 1, 2004.

The following table summarizes the exchange rates used in translating the financial statements of the foreign com-
panies included in consolidation:

Average 2010 At December 31, 2010 Average 2009 At December 31, 2009

GBP 0.857844 0.86075 0.89094 0.8881

CHF 1.38034 1.2504 1.51002 1.4836
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Tangible fixed assets

Tangible fixed assets are stated at cost, net of accumulated depreciation and impairment losses. Goods made up of
components, of significant value, that have different useful lives are considered separately when determining depre-
ciation.

Fixed assets are stated at purchase, production or transfer costs including related charges and other direct or indirect
expenses incurred to bring the asset to its intended use.

Depreciation is charged so as to write off the cost or valuation of assets, over their estimated useful lives, using the
straight-line method, on the following bases:

Buildings 3%
Plant and machinery 30% - 50%
Hardware 40%
Other 24% - 50%

The recoverable value of such assets is determined through the principles set out in IAS 36 and outlined in the para-
graph “Impairment” herein.

Ordinary maintenance costs are fully expensed as incurred. Incremental maintenance costs are allocated to the asset
to which they refer and depreciated over their residual useful lives.

Improvement expenditures on rented property are allocated to the related assets and depreciated over the shorter
between the duration of the rent contract or the residual useful lives of the relevant assets.

Assets held under finance leases, which provide the Group with substantially all the risks and rewards of owner-
ship, are recognized as assets of the Group at their fair value or, if lower, at the present value of the minimum lease
payments. The corresponding liability to the lessor is included in the financial statement as a debt. The assets are
amortized over their estimated useful life or over the duration of the lease contract if lower.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognized in income.
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Goodwill

Goodwill is an intangible asset with an indefinite life, deriving from business combinations recognized using the pur-
chase method, and is recorded to reflect the positive difference between purchase cost and the Group’s interest at the
time of acquisition, after having recognized all assets, liabilities and identifiable contingent liabilities attributable to
both the Group and third parties at their fair value.

Goodwill is not amortized but is tested for impairment annually or more frequently if events or changes in circum-
stances indicate that it might be impaired. After initial recognition, goodwill is measured at cost less any accumu-
lated impairment losses.

Impairment losses are recognized immediately as expenses that cannot be recovered in the future

On disposal of a subsidiary or associate, the attributable amount of unamortized goodwill is included in the determi-
nation of the profit or loss on disposal.

Other intangible assets

Intangible fixed assets are those lacking an identifiable physical aspect, are controlled by the company and are ca-
pable of generating future economic benefits.

Other purchased and internally-generated intangible assets are recognized as assets in accordance with I1AS 38 -
Intangible Assets, where it is probable that the use of the asset will generate future economic benefits and where the
costs of the asset can be determined reliably. straight-line basis over the lease terms.

Such assets are measured at purchase or manufacturing cost and amortized on a straight-line basis over their esti-
mated useful lives, if these assets have finite useful lives.

Other intangible assets acquired as part of an acquisition of a business are capitalized separately from goodwill if
their fair value can be measured reliably.

In case of intangible fixed assets purchased for which availability for use and relevant payments are deferred be-
yond normal terms, the purchase value and the relevant liabilities are discounted by recording the implicit financial
charges in their original price.

Expenditure on research activities is recognized as an expense in the period in which it is incurred.

Development costs can be capitalized on condition that they can be measured reliably and that evidence is provided
that the asset will generate future economic benefits.

An internally-generated intangible asset arising from the Group’s e-business development (such as informatics solu-
tions) is recognized only if all of the following conditions are met:

an asset is created that can be identified (such as software and new processes);

it is probable that the asset created will generate future economic benefits; and

the development cost of the asset can be measured reliably.

These assets are amortized when launched or when available for use. Until then, and on condition that the above
terms are respected, such assets are recognized as construction in progress. Amortization is determined on a straight
line basis over the relevant useful lives.

When an internally-generated intangible asset cannot be recorded at balance sheet, development costs are recognized
to the statement of income in the period in which they are incurred.
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Intangible assets with indefinite useful lives

Intangible assets with indefinite useful lives are not systematically amortized when the asset is available for use over a
period of their expected useful lives; the recoverable amount is tested in accordance to the criteria set out by IAS 36.

Intangible assets with indefinite useful lives consist principally of acquired trademarks which have no legal, contrac-
tual, competitive, economic, or other factors that limit their useful lives. Intangible assets with indefinite useful lives
are not amortized, but are tested for impairment annually or more frequently whenever there is an indication that the
asset may be impaired.

Any impairment losses are not subject to subsequent reversals.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it
is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount
of the cash-generating unit to which the asset belongs.

An intangible asset with an indefinite useful life is tested for impairment annually or more frequently, whenever there
is an indication that the asset may be impaired.

The recoverable amount of an asset is the higher of fair value less disposal costs and its value in use. In assessing its
value in use, the pre-tax estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset. The as-
sessment is carried out for the individu